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For  Reference 

Not  to  be  taken  from  this  room 


Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model,' 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,   deposited   in 
any   public   library,   gallery 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California, 
1915,  Section  623. 
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Would  you 
in  a  60-pound 
plastic  canoe? 


this 


Golf  may  be  the  biggest  par- 
ticipant sport,  but  white  water 
boating  is  one  of  the  hairiest. 

As  soon  as  the  snow  melts, 
the  boaters  are  on  the  phone 
pestering  Army  Corps  of  Engi- 
neers people  to  get  river  gage 
readings.  When  the  water's  up, 
they  load  their  cars  with  tiny 
plastic  canoes  and  kayaks  and 
head  for  the  hills.  Then,  in 
scuba  suits  and  crash  helmets, 
they  prowl  the  roaring  rivers. 

All  canoes  used  to  be  made 
of  wood  and  canvas,  or  alumi- 
num. But  white  water  boaters 
want  the  strongest,  lightest 
boat  they  can  get  — and  for 
good  reason.  From  500  yards 
away,  as  they  whip  through 


the  rapids,  you  can  often  hear 
a  deep  booming  sound  as  they 
carom  off  sharp  rocks  that 
would  slit  an  ordinary  canoe. 

But  these  boats  aren't  ordi- 
nary. They're  made  from  poly- 
ester resin— the  kind  that  Hop- 
pers makes— reinforced  with 
fiber  glass.  Pound  for  pound, 
the  combination  is  stronger 
than  steel.  The  polyester /fiber 
glass  boats  are  very  light,  easy 
to  repair,  easy  to  build  (about 
half  the  white  water  boaters 
make  their  own). 

But  the  fastest  growing 
m  irket  for  Koppers  polyester 
resins  is  in  commercial  boat 
building.  At  the  last  National 
Boat  Show,  70%  of  the  boats 


were  resin  and  fiber  glass, 
from  car  toppers  to  a  44-foot 
cruiser.  The  U.  S.  Navy  re- 
cently ordered  560  fiber  glass 
boats,  ranging  from  26  to  50 
feet,  and  they  have  an  80-foot 
patrol  craft  on  order.  112-foot 
minesweepers  are  in  the  plan- 
ning stage,  and  200-footers  are 
in  the  thinking  stage. 

We're  happy  that  reinforced 
plastic  is  making  better  boats, 
truck  parts,  structural  shapes, 
pipe,  building  panels,  and 
more.  Because  at  Koppers  we 
expect  to  sell  one  whale  of  a 
lot  of  polyester  resin  to  hold 
them  all  together. 

Koppers  Company,  Inc., 
Pittsburgh,  Pa.  15219. 


Plastics  •  Chemicals  and  Coatings  •  Architectural  and  Construction  Materials  •  Engineered  Products  •  Environmental  Systems  •  Engineering  and  Construction 
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12,000  reasons  to  be  proud  you're  an  American 


MORE  than  12,000  United  States  Marines  in  Vietnam,  whose 
terms  in  combat  were  ending,  have  volunteered  to  stay,  and 
keep  on  fighting.  Thousands  of  United  States  soldiers,  sailors,  airmen 
are  doing  the  same  thing.  These  men  say  they  believe  they  are  win- 
ning this  war,  and  if  they  stay  long  enough  to  win  it  decisively,  it  will 
keep  the  next  war  from  being  on  our  shores,  above  our  cities. 

One  of  them  with  a  foot  shot  off,  when  told  he'd  be  given  an 
artificial  foot  that  would  make  him  as  good  as  new,  said,  "Then  have 
it  sent  out  here,  so  I  can  get  back  on  the  job." 

And  did  you  know  that  these  same  U.  S.  Marines  are  paying  out 
of  their  own  pockets  for  the  schooling  of  56,000  Vietnamese  children.'* 

Regardless  of  how  you  feel  about  this  war  (and  I  for  one  feel  these 
men  know  more  about  it  than  I  do)  regardless  of  that,  you  can't  help 
but  feel  proud  —  12,000  reasons  to  be  very  proud  —  to  be  fellow- 
citizens  of  men  like  that. 


The  300  Hydroscopic^,  new  Warner 
&  Swasey  telescoping  boom  saves 
costs  on  municipal  maintenance  work. 


WARNER 


SWASEY 

Cleveland 

PRECISION 
MACHINERY 
SINCE  1880    . 


YOU  CAN  PRODUCE  IT  BETTER.  FASTER,   FOR  lESS  WITH  WARNER   8  SWASEY   MACHINE   TOOLS,   TEXTILE   MACHINERY.   CONSTRUCTION   EQUIPMENT 
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(Start  out  the  New  Year  by  thanking  last  year's  customers— by  phone.) 


The  Long  Distance  telephone  message  is  a  natural 
for  business  diplomacy.  It's  personal,  immediate, 
memorable,  efficient.  It's  the  way  things  are  done 
when  you  want  to  do  them  up  right.  Put  in  a  good 
word  to  someone,  today. 


ATgT 

and  Anoctttfd  Compttma 
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SPA CECA S T 


Opportunity:  Every  day  there's  a  greater  demand  for  instant 
world-wide  communications.  Fact:  When  the  Defense 
Department  needed   satellites  for  a  global   military  corr 
munications  network,   they  commissioned   Philco-Ford   tc  , 
build   them.   D  And   Philco-Ford   came  through  with  ar 
unusual  multiple-satellite  dispensing  technique  in  3  of  th( 
most  sophisticated  launches  ever  undertaken.  These  launches 
account  for  19  of  the  26  communications  satellites  now' 
operating  in  the  synchronous  corridor.  D  As  the  commercia 
demand  for  communications  satellites  increases,  Philco-Forc  | 
stands   as  the   leader   in   the   field.   Growth   potential:   A 
infinite  as  man's  need  to  understand  and  control  his  universt 
D  Communications  satellites.  Just  one  of  Ford  Motor  Con 
pany's  growing  interests.  Others:  Medical  research.  Educj 
tion.    Space.   World    nutrition.   D   Ford   is   where   what': 
happening  .  .  .  happens. 


...has  a  better  idea      /in  global  communications. 


Pupil  at  Brentwood  School,  East  Palo  Alto,  California,  points  to  the  word  on  right  screen  that  matches 
picture  on  left  screen.  The  teacher  monitoring  16  pupils'  stations  has  just  praised  him  for  his  good  work. 

He  is  learning  to  read  from  a  computer.  Someday  a  single 
computer  will  give  individual  instruction  to  scores 
of  students— in  a  dozen  subjects  at  the  same  time. 


The  computer  will  very  probably 
revolutionize  teaching— and  learning— 
within  a  decade.  It  is  already  happen- 
ing in  its  early  stages. 

Computerized  instruction  can 
practically  (and  pleasurably)  allow 
each  student  to  learn  more,  faster,  but 
always  at  his  own  pace.  Individual- 
ized instruction,  the  ultimate  dream 
of  effective  education,  is  well  within 
the  range  of  possibility.  And.  by  spur- 
ring students  to  think  experimentally, 


computers  may  eventually  spark 
imaginative,  independent  thinking. 

Computerized  education  will  re- 
quire huge  tonnages  of  steel.  In  addi- 
tion to  computers  themselves,  this 
method  of  education  will  necessitate 
construction  of  new  buildings,  special 
communication  systems,  new  steel 
furniture,  movable  interior  steel  walls 
and  partitions.  Required  will  be  im- 
proved sheet  and  bar  steels,  and 
untold  miles  of  highly  dependable 
steel  pipe  and  tubing. 

Republic  Steel  has  anticipated  the 
steel  needs  of  the  future.  New  mills, 
new  processes,  and  intensified  re- 


search and  development  will  assure 
that  the  new,  weight-saving,  more 
durable  steels  will  be  ready  when 
needed. 

At  this  moment,  the  long  reach  of 
steel  from  Republic  is  probing  into 
every  area  where  man's  imagination 
needs  it  —  from  schoolroom  to  satel- 
lite, from  the  heartbeat  of  man  to  the 
drumbeat  of  defense.  Republic  Steel 
Corporation,  Cleveland,  Ohio  44 1 01 . 

You  Can  Take  the  Pulse  of  Progress  at 

REPUBLIC  STEEL 

CLEVELAND.  OHIO  44101 
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^e  company  that  got  its  start 

building  'mr-knockers' 

is  now  onto  something  big  for  "Boeing 


We 


^e  started  small  40  years  ago,  building  the  nation's 
first  light  aircraft  for  personal  use,  the  Aeronca  C-3. 
'  From  strut  to  finish,  the  popular  two-place  C-3  was  all 
ours  and  was  affectionately  dubbed  the  "air-knocker." 

Today  we're  onto  bigger  things.  Like  The  Boeing 
Company's  747  superjet,  a  plane  which  makes  the 
most  of  Aeronca's  fabrication  skills.  Boeing  has 
selected  Aeronca  to  produce  all  of  the  subcontracted 
747  wing  ribs.  Initially,  Aeronca  will  build  more  than 
170  wing  rib  assemblies  for  each  747,  ranging  from 
small  structures  near  the  wing  tip  to  large  structures 
used  near  the  wing  root  where  the  ribs  are  approxi- 
mately 68  inches  deep  and  20  feet  long. 

What  we're  doing  for  Boeing  is  just  part  of  the  Aeronca 
story.  Our  advanced  fabrication  and  structures 
capability  has  made  Aeronca  a  primary  supplier  of 
major  airframe  structural  assemblies,  external  stores 


and  aerospace  ground  equipment  for  today's  leading 
commercial  and  military  aircraft  programs  and  the  mos 
challenging  projects  of  the  U.  S.  space  effort. 

Included  in  this  capability  is  invaluable  experience 
with  honeycomb  fabrication  and  high  temperature 
brazing,  and  a  unique  capability  in  stretch-forming 
of  complex  shapes. 

Aeronca's  experience  in  the  aviation  market  is  told 
in  tine  brochure  "Profile  of  Aeronca."  Contact  our 
Aerospace  Group  for  your  copy. 

AERONCA,  INC. 

AEROSPACE  GROUP,  MIDDLETOWN,  OHIO 


Aerocal  Division 

24751  South  Crenshaw  Blvd. 

Torrance,  California  90505 


Middletown  Division 
1712  Germantown  Road 
Middletown,  Ohio  45042 


RULE  OF  THUMS: 

WHEN  YOU 

BUILD  AN  ISLAND, 

MAKE  IT 

SERVICE-FREE. 

CALL  CRANE. 


THUMS  is  an  operating  company 
formed  by  Texaco,  Humble,  Union, 
Mobil  and  Shell  to  develop  the  vast 
oil  reserves  under  the  city  of  Long 
Beach,  California,  and  its  bay.  But 
this  drilling  operation  is  different. 

To  get  at  the  billion  barrels  of 
crude  oil,  and  still  preserve  the 
charm  of  valuable  beach  front  prop- 
erty, four  attractive  ten-acre  islands 
were  built  for  drilling  platforms, 
complete  whh  transplanted  palm 
trees.  Oil  drilling  rigs  were  disguised 
as  high  rise  apartments. 

Slower,  more  expensive  water 
transportation  inherent  in  island  op- 
erations demanded  careful  selec- 
tion of  every  component ...  to  avoid 
breakdown  and  premature  drop-off 


in  efficiency.  Service-free  dependa- 
bility was  crucial.  That's  how  the 
name  Crane  came  up. 

A  variety  of  Crane  valves  and 
Crane-Deming  pumps  were  installed 
in  a  wide  range  of  demanding  appli- 
cations, such  as  controlling  the  flow 
of  wet  oil,  dry  oil,  water,  gas . . .  even 
cement. 

Getting  to  an  island  probably  isn't 
your  problem.  But  whatever  your 
flow  control  problem  is,  the  world's 
leading  valve  manufacturer  has  a 
solution.  Call  Crane  Co.,  300  Park 
Avenue,  New  York  City. 

CRANE 


Off-shore  oil  drilling  without  the  eyesore 


Adjusting  Crane  valve  that  controls  water 
supply  to  plantings. 


Crane  valve  controls  water  injection  to  prevent 
land  subsidance. 


Water  wells  down  to  300  ft.  are 
controlled  by  Crane  valves. 
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Analysis,  Not  Arithmetic 

With  this  issue,  the  editors  of  Forbes  present  their  20th  Annual  Re- 
port on  American  Industry.  Now  an  accepted  and  respected  feature  of 
the  business  scene,  this  report  is  just  what  it  says:  an  annual  report  on 
the  state  of  the  major  American  corporations;  a  once-a-year  report  card 
on  the  progress — or  lack  of  it — shown  by  our  leading  companies. 

So  far  as  we  know,  there  is  nothing  quite  like  this  report.  To  be  sure, 
once  a  year  Fortune  Magazine  puts  out  its  famous  "Fortune  500"  issue. 
But  this  is  quite  different  from  the  Forbes  Annual  Report.  For  one 
thing,  the  Forbes  issue  comes  out  as  the  year  is  closing.  Fortune's  some 
5'/2  months  later.  But  that  is  only  part  of  the  difference.  Whereas  the 
Fortune  list  is  a  straight  arithmetical  compilation — and  a  good  one — 
Forbes'  is  considerably  more  analytical.  First,  we  have  carefully  chosen 
three  basic  Yardsticks:  Growth;  Profitability;  Trend.  We  think  these 
three  are  the  basic  measures  of  a  corporation's  progress.  Second,  we 
have  refined  the  statistics  that  go  into  the  Yardsticks  during  20  years 
of  trial  and  error. 

Finally,  Forbes  measurements  are  unique  in  that  they  approach 
corporations  not  en  masse,  but  on  an  industry-by-industry  basis.  This 
means  that  a  company  is  rated  in  relation  to  similar  companies,  so  that, 
say,  a  railroad  is  not  rated  in  relation  to  a  supermarket  chain  or  a  steel 
company.  This  approach  reflects  the  fact  that  corporate  performance 
cannot  be  judged  on  the  numbers  alone.  It  must  also  be  related  to  the 
problems  involved.  Quite  obviously,  you  can't  expect  a  railroad  to  pro- 
duce the  same  return  on  capital  that,  say,  a  drug  manufacturer  does. 
But  you  can  judge  it  by  comparing  it  with  similar  railroads. 

However,  the  editors  of  Forbes  also  recognize  that  in  this  age  of 
diversification,  the  old  industry  lines  are  breaking  down.  There  is  a  grow- 
ing school  that  feels  the  cure  for  a  company  in  a  low-profit  industry  is 
to  get  out  of  the  industry  and  invest  in  something  else.  For  example, 
in  our  railroad  equipment  group  this  year,  most  of  the  companies  now 
get  well  under  half  of  their  business  from  the  railroads.  And  the  group 
called  conglomerates  is  growing  year  by  year.  In  recognition  of  this,  we 
also  rank  all  of  the  414  companies  in  descending  order  of  profitability. 
(They  range  from  Avon  Products,  which  earned  39.8%  on  stockholders' 
equity  in  the  latest  12  months,  down  to  such  companies  as  Admiral 
Corp.  and  Wheeling  Steel  which  didn't  earn  anything.) 

Another  feature  is  the  Statistical  Index  (pages  193-198)  which  gives 
basic  financial  data  for  all  of  the  companies  listed  in  the  report. 

Measuring  What  &  How 

A  word  to  help  readers  understand  the  Yardstick  Ratings. 

Growth.  These  Yardsticks  measure  two  things:  How  fast  are  earn- 
ings growing?  And  how  fast  are  sales  growing?  For  sales  we  do  not  use 
pro-forma  figures,  except  in  rare  cases;  our  theory  is  that  growth 
through  acquisition  is  still  growth.  On  earnings,  however,  we  use  earn- 
ings per  share.  We  do  so  to  take  account  of  any  dilution  that  may  have 
incurred  in  growing. 

Growth  measures  increases  over  a  five-year  period:  The  base,  how- 
ever, is  not  a  single  year:  it  is  an  average  for  the  years  1961-63.  Since 
this  issue  closes  well  before  full-year  figures  are  in  for  1967,  we  use 
the  latest  full  12  months  available. 

In  regard  to  the  Growth  Yardsticks  we  must  confess  to  an  analytical 
bias.  On  the  other  two  Yardsticks,  a  company's  numerical  ranking  is 
an  average  of  its  rankings  on  the  various  components  of  the  Yardsticks. 
But  in  Growth,  we  have  weighted  the  components:  Earnings  growth  is 
given  twice  the  weight  of  sales  growth.  Why?  Simply  because  we  think 
that  sales  growth  is  meaningful,  long-run,  only  so  long  as  it  produces 

earnings  growth. 

(Continued  on  page  32) 
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TALKS  ABOUT 


T 


SAFE  TIMEo 


Raymond  C.  Firestone 
Chairman 


machines  that  put  the  tire  through 
tortuous  tests  of  strength  and  safety 
far  exceeding  any  driving  condi- 
tions you  will  ever  encounter. 
In  addition,  these  tire  designs  are  proven  at 
our  own  outdoor  test  track  at  Ft.  Stockton, 
Texas,  over  roads  simulating  the  most  difficult 
types  of  terrain  to  be  found  in  any  part  of  the 
country. 

And  finally,  before  any  design  is  put  in  pro- 


On  November  10,  1967,  the  Fed- 
eral Department  of  Transportation 
issued  a  new  set  of  tire  safety  stand- 
ards. Firestone  tires  already  meet 
or  exceed  these  new  tire  testing  requirements 
and  they  have  for  some  time. 

Our  name  is  on  every  tire. 

You  see,  we  have  always  had  our  own  safety 
standards  to  live  up  to— standards  which  come 

out  of  the  responsibility  we  feel  toward  our  duction  we  test  under  actual  day-to-day  driv- 

customers.  It  goes  back  to  something  my  ing  conditions  on  fleets  of  passenger  cars,  taxis 

father,  Harvey  S.  Firestone,  once  said  .  .  .  and  commercial   fleets   which   pile   up   high 

Kjf       ...          .                            IT-.  mileage  in  short  periods  of  time. 

If  a  tire  is  going  to  carry  the  Firestone       ^11  of  these  tests  result  in  providing  you 

name,  it  had  better  be  good,''  ^ith  an  extra  margin  of  safety  in  any  Firestone 

That's  why  every  tire  we  make  is  custom-  tire  you  buy. 

built  and  personally  inspected  to  be  safe.  If  So,  tire  safety  standards  aren't  new  to  us. 

during  its  manufacture  a  tire  doesn't  pass  all  All  Firestone  tires  have  met  or  exceeded  the 

of  the  exacting  Firestone  inspections,  it  doesn't  new  testing  requirements  for  years. 

get  out.  Xhe  safe  tire, 

rp,  ,         .  When  you  buy  a  Firestone  tire— no  matter 

1  ne  test  of  a  tire,  j^^^  much  or  how  little  you  pay— you  get  a 

Before  we  sell  a  single  tire  each  of  our  de-  safe  tire.  That's  the  only  way  we  know  how 

signs  is  thoroughly  tested  on  indoor  testing  to  make  a  tire. 
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i  Equipment  for  Research . 


Cold-coated  film  insulates  Fuel  Cells. 


Cold  Plating  Solutions  for  Printed  Circuitry. 


d  coating  for  Reflectors. 


Cold  brazing  alloy  for  Tel  Engines. 


GOLD 


Gold  Jewelry  and  gold-decorated  Glassware. 


Gold  is  much  more  than  beauty,  mystery  and  a  standard  of  currency.  Its  most  enduring 
value  to  mankind,  in  fact,  comes  from  extraordinary  properties  that  make  it  uniquely 
malleable,  conductive,  heat  resistant  and  impervious  to  chemicals.  In  almost  every 
industry,  gold  performs  vital  functions  which  it— and  it  alone— can  achieve. 
Gold  laboratory  equipment  is  indispensable  in  the  analysis  of  materials.  Gold-coated 
film  insulates  fuel  cell  assemblies  for  the  space  program.  Gold-plated  printed  circuit 
boards  are  needed  in  high  speed  computers.  Gold  reflectivity  is  essential  in  the  prepara- 
tion of  steel  domes  for  large  rocket  cases.  Gold  alloys  braze  the  injection  manifolds  and 
other  important  assemblies  in  jet  engines.  And  gold  jewelry,  and  gold-decorated  china- 
ware  and  glass  continue  to  be  prized  throughout  the  world. 

If  you  are  interested  in  more  information  about  gold,  write  for  our  booklet,  "Platinum 
Metals,  Gold  and  Silver  for  Industry  and  the  Arts",  by  Engelhard  Industries  Division, 
working  wonders  with  wonder-working  metals. 
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MIMeitALS  3  CHEMICALS  CORPORATION 

113  Astor  Street,  Newark,  New  Jersey  07114 


Head  Olfice,  5670  Wilshire  Blvd..  Los  Angeles 
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BIG  MONEY 
KEEPS     . 
MOVING 
TO  THE  NATION'S 
LARGEST  FEDERAL 


ASSETS  EXCEED  $1.5  BILLION 

Join  the  Big  Money  movement.  The 
nation's  largest  federally  chartered 
savings  association  pays  5%  on  regular 
passbook  accounts  (5.127%  annual 
yield,  when  savings  and  all  dividends 
remain  a  year,  if  our  5%  current  annual 
rate  is  compounded  daily  and  maintained 
a  year).  Dividends  compounded  daily. 
Earnings  on  regular  passbook  accounts 
paid  quarterly.  Funds  withdrawn  be- 
tween regular  dividend  payment  dates 
earn  to  date  of  withdrawal,  provided 
they  have  earned  for  three  months  and 
the  account  remains  open  to  the  end  of 
the  quarter.  Safety  assured  by  expe- 
rienced management  since  1925,  and 
account  insurance  to  $15,000  by  a  U.S. 
Government  agency.  550,000  individuals, 
corporations  and  trusts  served  in  100 
foreign  countries  and  50  states,  many 
with  accounts  of  $25,000,  $100,000, 
$200,000  and  more.  Special  attention  to 
mail  accounts.  Funds  received  by  10th  of 
any  month  earn  from  1st.  Funds  received 
after  10th  earn  from  1st  of  following 
month.  Join  the  Big  Money  Movement  — 
send  check  or  money  order  with  coupon 
below. 

CALIFORNIA  FEDERAL 
SAVINGS 

AND  LOAN  ASSOCIATION 

18  Offices  in  Los  Angeles,  Orange,  Ventura  Counties 


MASTER  PLAN 

FOR 

FINANCIAL 

SECURITY 


FREE!  HOW  TO  GET  AND  KEEP  BIG 
MONEY!  240-page  book,  "Master 
Plan  for  Financial  Security."  Tells 
how  the  big  money  people  use 
savings,  stocks,  bonds,  real  estate, 
Insurance.  Tips  you  can  use  to 
build  wealth  and  security.  Mail 
coupon  today  for  free  copy! 


California  Federal  Savings  Association,  Box  54087, 
Terminal  Annex,  Los  Angeles,  California  90054 

I   n  Please  send  free  Financial  Security 
.  book  and  CalFed  MAIL-SAVER®. 

'  Please  open  account;  F-50 

I    n  Passbook  ($50  or  more) 

n  Joint         n   Individual         D  Trust 


'   Name(s). 
I  Address. 


I  City State  _ 

I  Funds  enclosed  In  amount  of  $. 
I  Soc.  Sec.  or  Ident.  No 


-Zone. 
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Trends 


&  Tangents 


WASHINGTON 


Public  Payer.  For  ail  the  pres- 
sure on  it  for  economy,  the  White 
House  is  readying  for  promotion 
in  an  election  year  a  huge  ($3  bil- 
lion) bill  for  improving  the  nation's 
transportation.  It  envisions  taking 
mass  transit  away  from  the  De- 
partment of  Housing  and  Urban 
Development,  where  it  is  now  lan- 
guishing, and  incorporating  it  in 
the  Department  of  Transportation. 

Atomic  Futures.  Last  month's 
underground  atomic  blast  in  New 
Mexico  (see  p.  147),  cosponsored 
by  the  Atomic  Energy  Commission, 
the  Department  of  the  Interior's 
Bureau  of  Mines  and  the  El  Paso 
Natural  Gas  Co.,  was  for  the  pur- 
pose of  freeing  underground  gas 
so  that  it  can  be  pumped.  Now  the 
same  two  Federal  agencies  plus 
the  Columbia  Gas  System  are 
studying  the  use  of  underground 
nuclear  explosions  in  Pennsylvania 
to  create  huge  caverns  to  store  gas 
— thus  evening  out  the  peak  load 
factor,  which  is  the  curse  of  the 
gas  distribution  industry. 

Boating  Bedlam.  This  could  be 
the  year  that  the  Federal  Govern- 
ment moves  hard  to  regulate  rec- 
reational boating.  The  Coast  Guard 
has  nominal  control  over  small 
boating,  but  it  can't  patrol  every 
one  of  the  nation's  rivers  and 
lakes,  where  an  estimated  8  mil- 
lion small  craft  churn  up  the  wa- 
ters every  year — too  many  of  them 
with  little  regard  for  safety.  With 
boat  sales  running  at  4,500  a  week, 
and  small-boat  fatalities  last  year 
at  1,300  (more  than  all  air  deaths 
combined),  the  Government  is 
studying  proposals  for  a  vast  pro- 
gram of  setting  safety  standards, 
developing  an  educational  program 
and  putting  teeth  into  enforcement 
measures. 


BUSINESS 


Too  Much.  Synthetic  fibers  are 
being  produced  faster  than  they  can 
be  used  by  the  textile  mills.  Poly- 
csier-fiber  capacity  in  the  chemical 
industry  was  about  a  billion  pounds 


last  year;  doing  their  best,  textile 
companies  can  consume  only  about 
400  million  pounds  a  year,  says 
Robert  S.  Small,  president  of  Dan 
River  Mills.  "Du  Pont  alone  is  mak- 
ing close  to  500  million  pounds  of 
polyester  fiber — that's  more  than 
the  whole  textile  industry  can  use," 
Small  said.  Overproduction  led  to 
price-cutting  in  1966  and  1967,  and 
that  probably  will  continue  until 
the  chemical  companies  find  new 
uses  and  new  markets  for  synthetics. 

We'll  Be  Back.  To  settle  an  anti- 
trust suit.  General  Motors  agreed 
to  dispose  of  the  dump-truck  busi- 
ness of  its  Euclid  division;  this  was 
the  original  line  that  GM  acquired 
in  1953.  The  agreement  permitted 
GM  to  hold  on  to  Euclid's  scrapers 
and  front-end  loaders,  products 
that  Euclid  developed  after  it  be- 
came part  of  GM.  The  buyer  of 
the  dump-truck  business  is  Cleve- 
land's White  Motor  Co.  But  Gen- 
eral Motors  expects  to  be  back  in 
dump  trucks.  Said  GM  Chairman 
James  M.  Roche:  "We  agreed  to 
stay  out  of  the  dump-truck  busi- 
ness for  four  years.  In  those  four 
years  we  will  develop  a  whole  new 
line  of  dump  trucks  and  expect  to 
be  back  as  a  full-line  competitor." 

Town  &  Country.  President  Chris 
Dobbins  of  Denver's  Ideal  Cement 
Co.  is  looking  forward  to  the  offi- 
cial merger  with  Potash  Co.  of 
America  this  year.  Originally,  in 
1967,  a  three-way  merger  was  con- 
sidered, but  stockholders  of  Amer- 
ican Crystal  Sugar  Co.  decided  in 
December  that  they  wanted  no  part 
of  the  deal.  "I'm  not  unhappy  about 
not  merging  with  the  sugar  com- 
pany," said  Dobbins.  "Potash  and 
cement  are  very  much  alike  despite 
having  different  markets:  agricul- 
ture and  construction,  respectively. 
Both  are  raw  materials  for  other 
products." 

Idea  for  Sale.  Owens-Corning 
Fiberglas  Co.  doesn't  believe  in 
competing  with  its  customers,  par- 
ticularly the  building  materials  dis- 
tributors and  wholesalers.  But  there 
are  exceptions  to  all  rules,  and 
Chairman  Lauris  Norstad  says 
Owens-Corning  is  making  an  excep- 
tion with  what  he  hopes  is  a  hot 
new  product:  molded  Fiberglas 
bathrooms  complete  with  fixtures, 
walls,  ceiling,  lighting  outlets  and 
cabinets.  "We  want  to  sell  the  idea 
of  the  Fiberglas  bathroom,  so  we 
(Continued  on  page   16) 
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The  Mirror  Smearer.  I 


This  is  the  bug  to 

blame  for  smeared  mirrors 

in  rent  a  cars. 

But  we're  rubbing 
him  out  at  Avis. 

In  fact,  when  you  rent 
our  shiny  new  Plymouths, 
there  are  47  different 
varieties  of  bugs  you 
probably  won't  be  seeing. 

We're  winning 

the  battle  of  the  bugs. 

Avis  tries  harder. 


CAVIS  RENTACAR  SYSTEM,  INC  .  AWRLDilDE  SERVICE  OFIH 


Milwaukee's 
even  more 

famous  for 


ask  any 
brewmaster! 


MILWAUKEE - 
funny  name  for  a 
city,  isn't  it?  Funny, 
that  is,  until  you  dis- 
cover it's  an  old  Indian  name 
that  means  "gathering  place  by  the  waters". 

Try  as  you  may,  you  won't  find  another  industrial  area  that  offers  the 
unlimited  supply  of  truly  fresh  water  that  we  can.  There  are  other  large 
cities  on  the  Great  Lakes,  but  none  of  them  are  as  lucky  (and  well  planned) 
for  water  supply  as  good  old  *"gemiitlich"  Milwaukee.  The  old-world 
German  brewmasters  found  this  out  and  converged  here,  accordingly. 
Water,  of  course,  is  only  a  part  of  our  industrial  success  story.  Maybe,  it 
will  be  a  big  part  of  yours  when  you  move  here.  Can  your  industry  (and 
family)  afford  less?  Drop  us  an  inquiry  right  away  and  we'll  pour  out 


all  the  facts. 


'Genial,  kindly,  comfortable. 


ADDRESS- 


CITY_ 


-STATE, 


-2IP_ 


MILWAUKEE  ...  GREAT  FOR  BUSINESS,  GREAT  FOR  tlVING,  and  groivmg  greater 


'"  MilH, 


Division  ol  t(.onumiL  Development 

Dept.FBS- 1. Office  of  the  Mayor  /  Room  201.  City  Hall  I  Milwaukee,  Wisconsin  53202 

Gentlemen:  Please  send  free  copy  of  "there's  MORE 

in  Milwaukee".  Inquiries  handled  in  strict  confidence  ^^^^ 

'here's 

NAME_  ^^^   — 


(Continued  from  page  14) 


Trends 

&  Tangents 

are  doing  it  rather  than  let  our 
custoTners  sell  the  end  product," 
said  Norstad.  "Once  the  idea  is 
sold,  we  will  turn  it  over  to  them." 
&ut  Norstad  isn't  saying  how  long 
that  will  take. 


Beneath  the  Skin.  While  the  pro- 
posed merger  between  building 
materials  producer  U.S.  Gypsum 
and  Amsted  Industries,  best  known 
as  a  rail  equipment  maker,  may 
seem  a  strange  one,  there  is  a  bet- 
ter fit  to  it  than  in  the  case  of 
many  a  recent  conglomerate  mer- 
ger. In  the  course  of  doing  its  own 
diversifying  in  recent  years,  Am- 
sted has  developed  a  profitable 
business  in  the  water  and  waste 
transmission  field  as  a  producer  of 
cast    iron    and    vitrified   clay    pipe. 


OVERSEAS 


Help  From  De  Gaulle.  French 
President  Charles  de  Gaulle  may 
inadvertently  be  helping  U.S.  mili- 
tary aircraft  manufacturers  this 
year.  At  least  three  European  na- 
tions are  now  in  the  market  for 
fighter  aircraft — Denmark,  Swit- 
zerland and  Belgium  (not  to  men- 
tion England,  which  has  already 
ordered  50  F-llls).  But  since 
de  Gaulle's  abrupt  refusal  to  sell 
military  planes  to  Israel,  these  coun- 
tries have  begun  to  wonder  how 
reliable  a  supplier  France  is.  Such 
French  companies  as  Avions  Mar- 
cel Dassault  (which  makes  the  Mi- 
rage fighter,  as  well  as  the  Falcon 
executive  jet,  marketed  by  Pan 
American)  and  Sud  Aviation 
(makers  of  Frelon  helicopters,  as 
well  as  the  French  half  of  the 
Supersonic  Concorde  transport) 
say  they  are  already  beginning  to 
feel  the  pinch  from  the  competition 
of  such  U.S.  firms  as  McDonnell- 
Douglas  and  Northrop. 

Canada's  Toy.  Habitat  —  the 
molded  concrete  apartments  stacked 
atop  each  other  like  children's 
blocks  at  Canada's  Expo  67  last 
year — probably  will  remain  Mon- 
treal's exclusive  pride  and  joy  for 
a  few  more  years.  A  leading  U.S. 
cement  producer  says  Habitat-style 
buildings  are  five  years  ahead  of 
their  time  because  the  prefabrica- 
tion  technique  must  be  perfected 
to  get  costs  down.  ■ 


§. 
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"Paul,  why  didn't  you  tell  me 
about  Amsted's  acquisition  program?" 


What  wife  wouldn't  be 
interested  in  how  an  acquisition- 
minded  connpany  like  AMSTED 
IS  doing?  After  all,  she  started 
her  first  big  acquisition  program 
when  she  married  you.  (And 
you  know  women  like  to  make 
the  darndest  comparisons  when 
it  comes  to  worldly  goods.) 

So  tell  your  wife  AMSTED 
industries'  acquisition  program 
has  taken  the  company  into  a 
variety  of  product  lines  .  .  . 
for  many  industries,  the  railroads. 
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and  utilities.  Sales  in  1967  were 
more  than  $220  million. 

Although  your  wife  may  be 
product-minded,  she  may  not  be 
thrilled  by  talk  of  freight  car 
trucks,  railroad  wheels,  roller 
chains  and  sprockets,  machine 
tools,  protective  coatings  for 
steel  pipe,  cast  iron  pressure  pipe 
for  water  transmission,  vitrified 
clay  pipe  for  waste  disposal, 
prefinished  coil  steel  and 
aluminum,  and  wire  rope. 

But  if  she  wants  to  know  more 


about  AMSTED  than  you  can 
tell  her  (with  women,  anything 
is  possible!),  let  us  know. 
We'll  send  a  copy  of  our 
annual  report. 

Address  your  request  to 
AMSTED  Industries,  Dept.  F-2, 
3700  Prudential  Plaza,  Chicago 
Illinois  60601. 


r\insted 


INDUSTRIES 

AMERICAN  STEEL  FOUNDRIES  ■  GRIFFIN  WHEEL 
COMPANY  ■  GRIFFIN  STEEL  FOUNDRIES  LTD.  ■ 
DIAMOND  CHAIN  COMPANY  ■  SOUTH  BEND 
LATHE  ■  PIPE  LINE  SERVICE  COMPANY  ■  GRIFFIN 
PIPE  PRODUCTS  CO.  ■  LITHO-STRIP 
CORPORATION  ■  MACWHYTE  COMPANY 
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These  two  corporate  symbols  repre- 
sent 40  years  of  engineering  research, 
quality  product  design,  manufacturing 
leadership  and  unsurpassed  service. 
They  represent  Young  —  where  un- 
common integrity  and  flawless  per- 
formance are  accepted  standards! 


YOUNG  RADIATOR  COMPANY 

General  Offices:  Racine,  Wisconsin  53403 

Radiators    •    Heat  Exchangers    •    Oil  Coolers 

Condensers     •     Unit  Heaters 


Loans 
to  Executives 

Strictly  Confidential 

A  nationwide  Executive  Loan 
Service  designed  for  respon- 
sible executives  as  a  conven- 
ient supplementary  source  of 
personal  credit.  No  collateral, 
no  endorsement,  no  embar- 
rassing investigation.  All  de- 
tails handled  by  mail  from 
the  privacy  of  your  office. 
Monthly  repayments  up  to  2 
years  if  desired.  References: 

First  National  Bank  of  St.  Paul 
Northwestern  National  Bank  of  St.  Paul 
First  National  Bank  of  Minneapolis 
Northwestern  National  Bank  of 
Minneapolis 

For  full  particulars  write 
Mr.  a.  J.  Bruder,  Vice  Pres. 

Industrial  Credit 


READERS  SAY 


Transamerica  Objects 

Sir:  Your  recent  article  on  Trans- 
america Corp.  was  written  in  the  vein  of 
controversy  (Forbes,  Dec.  1),  [and]  re- 
sults in  a  piece  which  I  feel  is  misleading. 

On  conglomerates:  While  I  have  a 
personal  aversion  to  the  term  "conglom- 
erate" in  its  present  day  usage,  I  by  no 
means  condemn  conglomerates.  Obvious- 
ly, there  are  all  kinds  and  degrees  of 
conglomerates,  and  as  businesses  they 
range  from  superb  to  possibly  bad.  Un- 
fortunately the  term  as  now  used  by 
some  writers  has  the  negative  connota- 
tion of  a  company  whose  parts  are 
totally  unrelated  and  whose  growth  is 
fed  by  acquisition  alone.  Since  I  do  not 
believe  this  to  be  the  case  here  at  Trans- 
america, I  feel  the  label  is  unfair.  I 
throw  no  stones  at  other  companies. 

On  direction:  Transamerica  has  grown 
rapidly  since  1960,  primarily  in  the  area 
of  financial  services.  We  were  not 
"forced"  to  broaden  our  original  stra- 
tegic plan  to  include  other  services.  We 
have  done  this  as  a  matter  of  choice 
after  careful  study  of  the  opportunities 
available  to  us.  We  continue  to  feel  that 
the  financial  service  area  is  an  attractive 
one,  and  fully  intend  to  pursue  growth 
in  this  area  as  well. 

On  Transamerica' s  accumulating  con- 
vertible common  stock:  We  have  pro- 
posed a  new  convertible  security  in  an 
acquisition  to  Trans  International  Air- 
lines. To  my  knowledge  there  is  no  other 
similar  security  presently  in  the  market. 
We  have  made  no  statement  about  inten- 
tions to  use  this  type  of  security  in 
future  transactions,  but  feel  it  may 
have  future  potential  as  an  exchange 
medium. 

On  corporate  development:  Your  re- 
porter writes  that  we  are  disappointed 
in  the  fact  that  we  are  not  supplying  a 
variety  of  services  to  a  given  customer. 
This  is  not  true,  since  we  are  pleased 
with  our  progress  in  this  regard. 

On  accuracy  of  figures:  Several  fig- 
ures mentioned  were  wrong.  Occidental 
Life  has  about  6%  of  its  investments  in 
common  stocks  (not  12%  as  stated); 
Occidental  Life  did  not  double  its  capi- 
tal gain  in  1964  as  stated  (the  Trans- 
america family  did  as  a  whole,  but  not 
for  the  reason  implied  in  your  state- 
ment); earnings  growth  from  1960  to 
1966  was  from  $1.03  to  $2.34  (not  from 
$1.13   as  stated). 

— John  R.  Beckett 
President, 
Transamerica  Corp. 
San  Francisco,  Calif. 

Nothing  To  Fear 

Sir:  I  was  naturally  pleased  with  your 
strong  editorial  (Forbes,  Dec.  I,  p.  15) 
on  the  dollar.  If  our  currency  can  be 
kept  as  sound  as  your  thinking,  we  have 
nothing  to  fear  from  any  quarter. 

— Lyndon  B.  Johnson 
Washington,  D.C. 


Sni:  Your  editorials  take  issue  with 
the  U.S  spendthrift  policies.  In  effect  you 
are  criticizing  our  government.  Yet, 
•  when  a  foreigner  does  the  same  thing 
you  apparently  become  livid  instead  of 
recognizing  that  perhaps  you  have  a 
common  cause  for  complaint.  Thus,  your 
second  editorial  about  de  Gaulle  is  an 
example  of  an  emotional  outburst  that  is 
perhaps' more  cathartic  than  informative. 

If  it  takes  a  de  Gaulle  to  wake  this 
country  up  to  our  danger  before  it  is 
too-  late,  then  perhaps  he  deserves  a 
smidgin  of  grudging  thanks.  It  might  be  a 
good  deal  more  constructive  to  direct 
our  anger  at  our  own  Congress  and 
Administration. 

— Wendell  C.  Thomas 
San   Diego,  Calif. 

Sir:  I  read  with  great  interest  the  two 
editorials  dealing  with  the  need  for  all 
good  Americans  to  come  to  the  aid  of 
the  dollar  and  your  evaluation  of  Mr. 
de  Gaulle's  current  policies  as  being  bad 
for  free  people  and  freedom  everywhere. 
It  occurs  to  me  that  we  could  effectively 
and  properly  exert  a  beneficial  influence 
on  both  these  aspects  if  we  refuse  to 
purchase  any  French  products  being  of- 
fered for  sale  in  the  U.S.  If  the  reasons 
for  the  cutbacks  in  exports  are  under- 
stood by  the  French  people,  this  will 
perhaps  aid  in  bringing  about  political 
pressure  for  a  change  in  French  leader- 
ship and  policies. 

— T.L.  Brunner 
New  York,  N.Y. 

Skirts  Up  &  Down 

Sir:  Everytime  I  goof  these  days  I  am 
able  to  raise  my  self-esteem  by  observing 
how  much  more  stupid  the  world's  lead- 
ership is  than  I  am.  Take  the  powers 
that  be  in  Great  (?)  Britain  for  example. 
They  lower  the  value  of  the  pound  to 
rescue  the  economy.  What  they  should 
have  lowered  is  the  hemline. 

Just  one  single  move  by  their  dress 
designers  would  enable  their  textile  mills 
to  produce  and  sell  from  two  to  six  times 
as  much  of  their  really  fine  woolens, 
synthetics,  etc.  to  world  markets.  Where- 
as it  takes  approximately  two  yards  of 
cloth  to  cover  a  woman  just  enough  so 
she  looks  like  last  year's  lampshade  after 
the  lamp  fell  over,  it  could  take  four, 
six  or  more  yards  to  make  comfortable, 
becoming,  and  even  flattering  dresses  for 
the  world's  women.  This  alone  would 
mean  more  production  all  the  way  from 
farmer  and  forester  to  retailer. 

— Alice  K.  Montin 
Walnut  Creek,  Calif. 

Not  so.  Miniskirts  do  not  mini-mize 
the  use  of  textiles  (see  p.  145) — Ed. 

Right  Way  To  Squeeze 

Sir:  A  lemon  wedge  to  lemonize  your 
food  (Forbes,  Dec.  1,  p.  16),  properly 
handled,  is  really  not  too,  too  difficult. 
One  must  be  bold  and  masterful!  First, 
take  the  lemon  wedge  in  your  right 
hand,  grasp  it  between  your  thumb  and 
(Continued  on  page  23) 
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Take  the  pressure  off. 

Have  your  money  where  it'll  do  the  most  good. 

In  your  own  hands. 

That's  just  where  it'll  be  when  you  lease  railroad  cars 
and  storage  terminals  from  GATX. 

When  you  lease  from  us.  you  won't  have  to  put  your 
cash  into  service  and  maintenance. 

We'll  take  over  those  problems. 

You  won't  have  to  worry  about  selling  the  equipment 
when  you're  through  with  it. 


We'll  take  over  that  problem,  too.    !  When  the  lease 
runs  out,  the  equipment  runs  out  with  it.) 

And,  most  important,  we're  ready  to  help  you  find 
the  answer  to  today's  problems  and  tomorrow's  too.  As 
a  matter  of  fact,  when  you're  ready  with  a  new  product, 
we'll  be  ready  with  a  new  way  to  ship  and  store  it. 

So  when  you  want  to  take  the  squeeze'  off  your 
money,  call  GATX. 

We  think  there  are  some  capital  reasons  why 
you  should. 


END  CAPITAL  PUNISHMENT. 


GATX 


GENERAL  AMERIC; 


'/^P^i 


SPORTATiON    CORPORATION,  CHICAGO 


Coke  has 

tlie  taste 
you  never 

get  tired  of. 


COPYBIOHT  O  1968,  THE  COCA-COLA  COMPANY.   "C0CA«COLA"  AND  "COKt"  ARE  Bt-lSILP.tO  l.sACt.  MAftS-S  V»hlCM  IDENTIFY  ONLY  THE  PRODUCT  OF  THE  COCA-COLA  COMPANY. 


But  S&H  Green  Stamps  did  .  .  .  with  the  aid 
of  a  woman.  His  wife. 

Just  offer  any  one  of  your  salesmen  S&H 
Green  Stamps  as  an  incentive.  Then  watch 
his  wife  find  secret  and  successful  ways  to 
help  him  sell  for  you  ...  to  make  her  hus- 
band rise  to  the  occasion. 

You  can  be  sure  she'll  be  on  your  sales 
team.  She's  motivated  by  a  spirit  shared  by 
more  than  half  the  families  in  America.  She 
saves  S&H  Green  Stamps.  Over  75  million 
people  do  —  40  million  women,  3.5  million 
men.  S&H  is  the  only  incentive  plan  with  such 
tremendous  built-in  incentive  strength. 

The  amazing  thing  about  an  S&H  Green 
Stamp  Incentive  Program  is  its  cost.  I:  iS 
ridiculously  small  in  relation  to  the  er.Mt 
enthusiasm  it  generates.  The  more  effective 
your  sales  incentive  program,  the  more  ef 
fective  your  salesman.  Each  salesman  is  con- 


tinually encouraged  as  he  receives  more  and 
more  stamps  during  the  program. 

An  S&H  Incentive  Program  is  flexible.  U 
differs  from  one-prize  incentive  programs 
that  give  money,  trophies,  or  compat:  - 
selected  merchandise.  S&H  Green  Sta.rips, 
by  contrast,  enable  your  salesman  to  select 
what  he  (or  his  wife)  wants  from  hundreds 
and  hundreds  of  prizes  available  immedi- 
ately at  more  than  800  redemption  centers 
throughout  (he  U.S. 

Also,  S&H  Tra\el  Award,'  inc.  will  provide 
complete  travel  incen'ive  programs  which 
plan  and  execute  trips  throughout  the  world. 

Your  S&H  Incentive  Program  will  be 
backed  by  our  company's  72  years  of  expe- 
rience and  integrity.  It  will  also  be  backed  by 
the  most  effective  force  of  them  all  —  your 
salesman's  wife. 

Mail  this  coupon  for  full  information. 


THE  SPERRY  AND  HUTCHINSON 
COMPANY 

Incentive  Div..  Depl.  FB681 

330  Madison  A \enue 

New  York,  N.  Y.  10017 

Please  send  me  more  informa- 
tion on 

□  a  merchandise  incentive 
program 

n  a  travel  incentive  program 


Name 


Ti!le 


Company 


Address 


Cin 


Slate 


.%! 
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KIMBERLY-CLARK  PAPERS  PERFORM  MANY  VITAL  FUNCTIONS  FOR  THE  BUSINESS  COMMUNITY 

Nothing  makes  a  person  sit  right  up  and  take  notice 
like  material  printed  on  Kimberly-Clark  paper. 
It's  always  the  right  paper  for  the  job.  That's  because 
we  make  such  a  variety  of  printing  stock — 28  grades 
and  types.  We  do  pretty  well  in  business  papers,  too. 
with  71  grades  and  types.  So  toss  us  a  problem.  We  like 
paperwork.  We've  been  at  it  since  1872. 


0>  Kimberiq'Clarli 

Klmb«rly -Clark  CortXMvllon.  N««nah,  Wltconiin 


READERS  SAY 


(CONTINLED    FROM    PAGE    18) 

first  two  fingers.  Hold  the  lemon  wedge 
over  the  object  to  benefit  from  the  op- 
peration.  Immediately  cup  your  left 
hand  over  the  right  hand  (which  is  now 
well  poised  with  the  lemon  wedge),  form- 
ing an  umbrella.  Then  SQUEEZE!  Such 
a  procedure  will  concentrate  the  squirt 
directly  onto  the  delectable  morsel  on 
your  plate,  eliminate  squirt  ricochet, 
sweeten  the  conversation  and  certainly 
is  more  economical  than  2rs  plat-du- 
lour's  apron-like  device. 

— E.L.  Meshanko 
Pittsburgh,  Pa. 

The  High  Cost  of  Liz  Taylor 

Sir:  Your  excellent  article  on  the  mov- 
ies { Forbes.  Dec.  15) — except  for  the 
fact  that  you  managed  to  misspell  the 
name  of  one  of  my  favorite  childhood 
characters.  Dr.  Dolittle  (not  Doolittle) 
all  the  way  through — should  be  an  object 
lesson  in  why  not  to  invest  in  movie 
stocks  if  you  are  an  average  investor. 
Even  something  as  infinitely  speculative 
as  unproved  uranium  finds  or  gold  mines 
doesn't  present  you  with  the  risk  of  sud- 
denly seeing  your  production  costs  treble 
because — to  quote  your  own  words,  "Eliz- 
abeth Taylor  runs  ofl^  with  Richard  Bur- 
ton." And,  as  for  salvaging  the  invest- 
ment by  having  movies  on  television 
every  night,  they  can  reach  the  satura- 
tion point  the  way  baseball  did  and  foot- 
ball is. 

— Jonathan  Daly 
Detroit,  Mich 

Sir:  Anyone  who  invests  in  the  movie 
industry  has  lost  his  sanity,  as  you  quoted 
Mr.  Ritchie.  If  the  only  way  the  industry 
can  make  money  is  by  selling  its  movies 
to  be  reruns  on  TV,  why  is  it  deliberately 
making  movies  like  Candy  and  The  Grad- 
uate— two  that  you  mention  specifically 
as  being  loo  dirty  to  be  allowed  on  the 
home  television  screen?  The  movies  that 
are  being  made  today  will  lead  to  a  revolt 
among  the  viewing  public  and  stricter 
censorship. 

— Samuel  Harvey  Hyams 
Bay  Head,  N.J. 

Whose  Engine? 

Sir:  Remembering  my  World  War  II 
days,  I  could  well  appreciate  the  associa- 
tion of  the  Curtiss-Wright  engine  with 
the  B-29  Super  Fortress,  but  for  the  life 
of  me  I  cannot  associate  a  Curtiss-Wright 
engine  with  the  P-40  Fighter  (Forbes, 
Nov.  15).  Should  not  the  Allison  in-line 
engine  share  the  credit  for  powering  this 
early  dependable  airplane? 

—Thomas  W.  Roberts 

Terre  Haute,  Ind. 

Mr.  Roberts  remembers  correctly. 
Curtiss-Wright  made  the  plane,  but 
G.M.s  Allison  division  made  the  engine 
for  the  P-40 — Ed. 
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Well, 
there  goes  one 
of  the  last  good 
plant  sites  near 
the  Golden  Gate 


me  is  running  out!  Choice  level  plant  sites 
near  San  Francisco  are  going  fast.  But  Western 
Pacific  still  has  2,777  acres  for  sale  within  93 

lies  of  the  Golden  Gate. 

your  company  thinking  of  taking  advantage 
of  Northern  California's  rapidly  expanding  mar- 
ket, skilled  labor,  and  ideal  climate?  The  time 
to  act  is  now!  Western  Pacific  has  2,777  acres 
of  choice  level  land  for  sale...  in  San  Jose, 
the  East  Bay,  the  San  Joaquin  and  Sacra- 
mento Valleys  ...  realistically  priced  and 
tailored  to  your  needs.  For  photos  and 
confidential  information,  write  now  to 
Bill  Ludwig,  Director,  Industrial 
%  Development.  Or  let  us  arrange 

a  helicopter  tour  of  Western 
Pacific's  industrial  sites  and 
ndustrial  parks.  Let  us 
prove  why  we  say  that 
■^WPTs  Willing  People." 

WESTERN 
PACIFIC 

526  Mission  Street 
San  Francisco  (415)  982-2100 
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Cadillac  Motor  Car  Division 
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Know  any  other  blue  chips 
that  come  in  21  colors? 

For  years,  Cadillac  has  retained  a  higher 
percentage  of  its  original  cost  than  any 
car  built  in  America.  And  this  great  value 
story  keeps  getting  better!  Latest  chap- 
ter: a  totally  new  472  engine— largest, 
smoothest  V-8  ever  put  into  a  produc- 
tion motor  car.  For  the  executive  who 
needs  and  deserves  the  best,  a  1968 
Cadillac  is  truly  a  sensible  investment. 

Standard  of  the  World       ^i*                                                          p 
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Forbes 


1967  Profitability  Rankings 


Here,  in  order  of  basic  profitability  for  the  latest  avail- 
able 12  months,  are  the  414  companies  covered  in 
FORBES'  20th  Annual  Report  on  American  Industry. 
Also  shown  is  each  company's  ranking  in  the  Growth 
and  Trend  Yardsticks  and  its  1966  Profitability  Rank- 
ing. (Profitability  in  this  case  is  defined  as  return  on 
stockholders'  equity.) 

What  do  these  figures  mean?  How  can  you  place 
Avon  Products,  a  door-to-door  peddler  of  lipstick,  in 
the  same  category  with  a  high-technology  company 
like  Xerox — which  (see  below)  is  one  of  its  closest 
rivals  when  it  comes  to  profitability?  How  can  you 
compare  Ling-Temco-Vought.  a  anything  kind  of  con- 
glomerate, with   Bristol-Myers,   a   highly  successful, 


highly  specialized  seller  of  packaged  goods?  Or  any 
of  these  companies  with  Texas  Gulf  Sulphur  or  Coca- 
Cola  or  Smith  Kline  &  French  Labs. 

But  there  |s  a  very  good  reason,  both  for  investors 
and  for  businessmen,  to  compare  the  showings  of 
these  very  different  companies.  As  they  tell  the  young 
men  at  Harvard  Business  School:  "Always  go  into  a 
growing  industry.  A  mediocre  man  who  goes  into  a 
growing  industry  will  do  better  than  a  brilliant  man 
who  goes  into  a  mature  or  into  a  declining  industry." 

Which,  of  course,  is  what  these  figures  do  show. 
They  show  which  are  the  most  profitable  major  cor- 
porations— as  well  as  which  are  the  fastest-growing 
and  which  have  the  best  trends. 


PROFITABILITY  RANKINGS 
Return  on  Equity  


-  GROWTH  RANKINGS  — 
(S-year  Compounded  Rate) 


Company 

Avon  Products 

Gillette 

Xerox 

Ling-Temco-Vought 

Bristol-Myers 

Smith  Kline  &  French  Labs. 

Polaroid 

General  Cable 

Merck 

Delta  Air  Lines 

Texas  Gulf  Sulphur 
Continental  Air  Lines 
American  Home  Products 
Magnavox 
National  Airlines 

Coca-Cola 

Essex  Wire 

Eastman  Kodak 

Northwest  Airlines 

Gulf  &  Western  Industries 

Teledyne 
Sterling  Drug 
TRW 

Zenith  Radio 
McGraw-Hill 

Eli  Lilly 

Consolidated  Freightways 
Minnesota  Mining  &  Mfg. 
Warner-Lambert  Pharmaceutical 
Radio  Corp.  of  America 
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1967 
RanK 

1 

2 

3 
4 
5 

6 
7 
8 
9 
10 

11 
12 
13 
14 
15 

16 
17 
18 
19 
20 

21 
22 
23 
24 
25 

26 
27 
28 
29 
30 


1966 
Rank 

1 
5 
7 
4 
8 

10 

*  * 

14 

13 

2 


11 

22 

3 

32 

24 
45 
25 
15 
26 


23 

102 

20 

12 

52 
29 
37 
18 
55 


Latest 
12  Months 

39.8% 

36.8 

36.6 

33.2 

33.1 

32.4 
31.6 
30.9 
30.3 
29.7 

29.2 
28.6 
28.4 
28.2 
27.7 

27.5 
26.9 
26.5 
26.1 
26.0 

24.6 
24.5 
24.0 
23.1 
22.0 

22.0 
21.8 
21.7 
21.6 
21.6 


5-year 
Average* 

42.9% 

34.9 

47.4 

27.4 

32.7 

34.4 
27.7 
25.1 
26.0 
28.4 

15.5 
25.2 
30.2 
31.7 
27.8 

24.5 
20.7 
24.8 
27.6 
24.6 

17.7 
25.9 
18.1 
23.3 
21.4 

18.8 
22.1 
22.4 
24.6 
17.8 


Rank 

43 
97 

5 

6 
22 

117 
10 
46 
68 
34 

9 

17 
57 
19 
27 

81 
69 
75 
18 
3 

1 
66 
36 
38 
47 

65 
71 
77 
37 
89 


-Sales- 


Growthf 

15.7% 
9.2 
40.4 
39.9 
20.6 

7.1 
27.3 
15.2 
12.6 
17.3 

29.0 
21.6 
13.8 
21.2 
18.8 

10.9 
12.5 
11.8 
21.5 
61.0 

95.2 
12.8 
16.8 
16.5 
15.1 

12.9 
12.2 
11.5 
16.7 
10.0 


Rank 

62 
163 

8 

5 
66 

153 

9 

24 

50 

15 

16 

3 

110 

52 

7 

85 
34 
65 

6 

2 

1 

116 

48 

91 

21 

74 

12 

113 

127 

49 


-Earning! 


Per  Sharef 

18.6% 
5.3 
41.2 
45.2 
17.8 

6.4 
40.7 
30.3 
21.2 
35.3 

35,1 
51.3 
11.4 
20.7 
43.0 

15.0 
25.7 
18.0 
44.7 
61.0 

70.0 
10.6 
21.7 
14.1 
31.6 

16.4 
37.4 
10.9 
9.2 
21.4 


-TREND  RANKINGS- 

(Latest  12  months  vs. 

2-year  Average) 

Earnings 
Rank  Gain 


54 
35 
25 
3 
39 

154 
15 
24 
47 
18 

6 

38 

57 

140 

48 

43 
13 
78 
30 
4 

7 
71 
55 
149 
91 

53 
151 

70 
125 

81 


16.0% 
22.2 
26.8 
152.0 
21.1 

-  0.2 
40.6 
27.2 
17.8 
37.8 

122.6 

21.2 

15.2 

2.4 

17.6 

19.1 
50.6 
11.7 
24.6 
150.8 

64.2 
12.7 
15.6 
1.0 
10.0 

16.3 
0.5 

12.8 
4.7 

11.3 
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> 

^^IntHU 

nnnninu  ^ 

Return 
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fS-vear  Comnounrtpri  Ratut 

(Latest  12  months  vs 

f 

^ 

\^     g  ^o\       UUIII^UU                          --  —  ---. 

2-year  Average) 

1967 

1966 

Latest 

5-year 

f 

-Sales , 

, Earnings , 

Earnings 

Company 

Rank 

Rank 

12  Months 

Average* 

Rank 

Growthf 

Rank 

Per  Sharet 

Rank 

Gain 

Litton  Industries 

31 

49 

21.3 

24.1 

8 

32.9 

27^ 

28.4 

17 

38.4 

Revlon 

32 

28 

21.1 

19.2 

82 

10.8 

165 

4.9 

45 

18.5 

Textron 

33 

51 

20.9 

17.9 

31 

18.2 

45 

22.3 

32 

24.4 

Ingersoll-Rand 

34 

41 

20.8 

20.0 

69 

12.5 

.102 

12.4 

86 

10.6 

Emerson  Electric 

35 

57 

20.8 

18.8 

46 

15.2 

84 

15.1 

34 

22.3 

Greyhound 

36 

35 

20.7 

22.7 

104 

8.5 

131 

8.7 

155 

-  0.3 

R.J.  Reynolds 

37 

68 

20.7 

19.3 

158 

2.9 

171 

4.3 

98 

9.1 

Winn-Dixie  Stores 

38 

36 

20.4 

22.6 

135 

5.3 

162 

5.4 

171 

-  4.2 

PepsiCo 

39 

46 

20.2 

21.4 

11 

27.1 

122 

9.7 

101 

8.5 

General  Dynamics 

40 

54 

19.8 

31.1 

155 

3.2 

121 

9.9 

65 

13.7 

Corning  Glass 

41 

40 

19.7 

21.0 

80 

11.0 

105 

11.9 

104 

8.1 

Procter  &  Gamble 

42 

91 

19.7 

16.9 

117 

7.1 

153 

6.4 

22 

28.6 

Control  Data 

43 

380 

19.4 

10.3 

4 

47.6 

13 

36.3 

5 

145.4 

National  Biscuit 

44 

81 

19.3 

19.0 

118 

7.0 

151 

6.6 

120 

5.4 

General  Motors 

45 

38 

19.2 

24.5 

117 

7.1 

169 

4.5 

223 

-17.8 

Continental  Telephone 

46 

■k-k 

19.1 

21.9 

2 

84.2 

38 

24.3 

64 

13.8 

Grumman  Aircraft  Eng. 

47 

9 

19.0 

21.2 

20 

21.0 

32 

26.1 

88 

10.3 

United  Air  Lines 

48 

266 

19.0 

14.1 

58 

13.7 

4 

45.7 

8 

63.3 

Richardson-Merrell 

49 

** 

18.8 

21.1 

102 

8.7 

168 

4.6 

177 

-  5.7 

Panhandle  Eastern 

50 

71 

18.8 

19.8 

113 

7.5 

125 

9.4 

85 

10.7 

Columbia  Broadcasting  System 

51 

43 

18.4 

22.5 

74 

11.9 

135 

8.2 

180 

-  6.7 

Moore  Corp. 

52 

76 

18.3 

18.1 

78 

11.2 

92 

14.0 

50 

16.6 

Eastern  Air  Lines 

53 

342 

18.3 

8.2 

49 

14.8 

NR 

tt 

164 

-  2.4 

Ethyl 

54 

16 

18.2 

37.6 

62 

13.2 

37 

24.4 

151 

0.5 

AVCQ 

55 

69 

18.1 

16.3 

82 

10.8 

153 

6.4 

88 

10.3 

Phillip  Morris 

56 

115 

17.9 

14.5 

94 

9.5 

94 

13.6 

21 

34.1 

International  Business  Machines 

57 

63 

17.8 

21.5 

54 

14.1 

99 

13.0 

53 

16.3 

Lockheed  Aircraft 

58 

58 

17.6 

21.1 

151 

3.6 

134 

8.3 

160 

-  1.4 

American  Airlines 

59 

42 

17.6 

19.1 

72 

12.1 

23 

30.5 

141 

2.3 

Halliburton 

60 

84 

17.6 

17.2 

14 

24.1 

70 

16.8 

90 

10.1 

Pfizer,  Chas. 

61 

90 

17.3 

18.7 

83 

10.7 

134 

8.3 

159 

-  0.9 

Dresser  Industries 

62 

66 

17.1 

14.3 

77 

11.5 

54 

19.9 

68 

13.2 

Cincinnati  Milling 

63 

** 

17.1 

13.1 

52 

14.5 

22 

31.1 

23 

27.3 

Caterpillar  Tractor 

64 

39 

17.0 

23.6 

69 

12.5 

98 

13.1 

226 

-19.1 

Penney,  J.C. 

65 

64 

17.0 

17.6 

92 

9.7 

135 

8.2 

134 

3.5 

General  Foods 

66 

88 

16.9 

18.0 

124 

6.4 

164 

5.1 

128 

4.4 

Crown  Cork  &  Seal 

67 

** 

16.9 

16.0 

91 

9.8 

54 

19.9 

56 

15.3 

Pan  American  World  Airways 

68 

30 

16.8 

19.6 

67 

12.7 

47 

22.1 

153 

tx 

Trans  World  Airlines 

69 

233 

16.8 

15.8 

44 

15.6 

11 

37.5 

113 

6.4 

Southern  Natural  Gas 

70 

117 

16.8 

14.9 

119 

6.9 

92 

14.0 

31 

24.5 

Beatrice  Foods 

71 

** 

16.8 

14.5 

82 

10.8 

104 

12.2 

89 

10.2 

Dana 

72 

73 

16.6 

16.2 

37 

16.7 

107 

11.7 

61 

14.6 

Carnation 

73 

130 

16.5 

13.9 

52 

14.5 

66 

17.8 

55 

15.6 

Western  Air  Lines 

74 

27 

16.4 

22.8 

33 

17.5 

61 

18.7 

207 

-13.9 

Time  Inc. 

75 

34 

16.3 

19.7 

99 

9.0 

53 

20.1 

220 

-16.9 

Texaco 

76 

101 

18.3 

16.6 

95 

9.4 

135 

8.2 

93 

9.8 

Whirlpool 

77 

33 

16.1 

23.0 

96 

9.3 

126 

9.3 

222 

-17.4 

Transcontinental  Gas 

78 

109 

16.1 

14.9 

129 

5.9 

104 

12.2 

82 

11.2 

MetroGoldwyn-Mayer 

79 

212 

16.1 

9.7 

83 

10.7 

42 

22.6 

10 

54.6 

Metromedia 

80 

77 

16.0 

21.4 

15 

22.5 

67 

17.4 

134 

3.5 

Consolidated  Foods 

81 

121 

160 

15.2 

44 

15.6 

76 

16.1 

84 

10.8 

American  Smelting  &  Refining 

82 

93 

16.0 

14.3 

153 

3.4 

44 

22.4 

136 

3.1 

Combustion  Engineering 

83 

147 

16.0 

12.0 

29 

18.6 

46 

22.2 

29 

25.3 

Standard  Oil  (Ohio) 

84 

136 

15.9 

13.8 

102 

8.7 

64 

18.1 

40 

21.0 

Revere  Copper  &  Brass 

85 

107 

15.9 

12.1 

114 

7.4 

43 

22.5 

33 

24.1 

Burroughs 

86 

148 

15.9 

11.5 

135 

5.3 

37 

24.4 

20 

35.0 

American  Metal  Climax 

87 

56 

15.8 

18.1 

107 

8.1 

114 

10.8 

188 

-  9.0 

P.  Lorillard  Co. 

88 

112 

15.8 

15.3 

166 

2.1 

88 

14.6 

130 

3.9 

Diamond  International 

89 

82 

15.7 

15.0 

102 

8.7 

86 

14.8 

98 

9.1 

Federated  Dept.  Stores 

90 

105 

15.6 

16.1 

101 

8.8 

120 

10.0 

86 

10.6 

General  Mills 

91 

114 

15.6 

14.5 

166 

2.1 

88 

14.6 

130 

3.9 

W.T.  Grant 

92 

92 

15.5 

15.7 

109 

7.9 

33 

25.8 

175 

-  5.2 

Clark  Equipment 

93 

53 

15.4 

17.1 

34 

17.3 

101 

12.5 

172 

-  4.3 

Hercules 

94 

79 

15.4 

16.7 

119 

8.9 

134 

8.3 

129 

4.0 

Twentieth  Century-Fox 

95 

133 

15.4 

15.5 

41 

16.0 

12 

37.4 

36 

21.6 

26 
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PROFITABILITY  RANKINGS 

^ 
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r 
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f 

■ Return 

on  Equity  

> 

(5-year  Compounded  Rate 

) 

(Latest  12  months  vs. 

1967 

1966 

Latest 

5-year 

^ 

Sales , 

, Eari 

lings , 

2-year  Average) 

Farninac 

Company 

Rank 

Rank 

12  Months 

Average* 

Rank 

Growtht 

Rank 

Per  Sharef 

Rank 

Gain 

International  Nickel 

96 

110 

15.3 

17.2 

114 

7.4 

160 

5.6 

165 

—  2G 

National  Lead 

91 

85 

15.2 

17.1 

134 

5.4 

188 

2.1 

184 

—  82 

ACF  Industries 

98 

97 

15.2 

15.4 

130 

5.8 

36 

24.6 

156 

—  0.4 

Anheuser-Busch 

99 

126 

15.2 

13.3 

89 

10.0 

78 

15.8 

63 

141 

White  Motor 

100 

70 

15.1 

14.8 

81 

10.9 

64 

18.1 

131 

3.8 

Dow  Chemical 

101 

125 

15.0 

13.6 

105 

8.4 

103 

12.3 

74 

12  4 

Johnson  &  Johnson 

102 

141 

15.0 

13.5 

107 

8.1 

74 

16.4 

50 

16.6 

St.  Joseph  Lead 

103 

48 

14.9 

17.3 

65 

12.9 

30 

26.4 

218 

—16.5 

McGraW'Edison 

104 

168 

14.9 

13.1 

109 

7.9 

72 

166 

66 

13.6 

Storer  Broadcastings 

105 

19 

14.7 

22.3 

98 

9.1 

132 

8.6 

228 

-19.5 

Timken  Roller  Bearing 

106 

62 

14.7 

18.6 

116 

7.2 

113 

10.9 

220 

16.9 

Pabst  Brewing 

107 

164 

14.7 

13.1 

89 

10.0 

54 

19.9 

44 

18.8 

Container  Corp.  of  America 

108 

104 

14.6 

14.0 

126 

6.2 

110 

11.4 

114 

6.2 

Shell  Oil 

109 

143 

14.6 

13.9 

113 

7.5 

108 

11.6 

67 

13.4 

Collins  Radio 

110 

150 

14.6 

9.6 

48 

15.0 

34 

25.7 

11 

54.4 

Texas  Utilities 

111 

144 

14.5 

14.6 

121 

6.7 

145 

7.2 

94 

9.7 

Union  Tank  Car 

112 

138 

14.5 

13.0 

160 

2.7 

35 

24.8 

95 

9.6 

Corn  Products 

113 

95 

14.4 

16.3 

131 

5.7 

188 

2.1 

186 

-  8.5 

Du  Pont,  E.I.  de  Nemours 

114 

60 

14.3 

17.0 

139 

4.9 

198 

0.3 

244 

—22.7 

General  Electric 

115 

74 

14.3 

16.1 

90 

9.9 

175 

3.9 

187 

-  8.6 

Abbott  Laboratories 

116 

103 

14.3 

15.7 

64 

13.0 

127 

9.2 

145 

1.6 

American  Machine  &  Foundry 

117 

163 

14.3 

12.8 

171 

1.3 

201 

-  0.2 

77 

11.8 

Northrop  Corp. 

118 

157 

14.3 

12.5 

101 

8.8 

153 

6.4 

72 

12.6 

Phelps  Dodge 

119 

83 

14.2 

14.3 

81 

10.9 

102 

12.4 

176 

—  5.5 

Standard  Brands 

120 

153 

14.2 

14.0 

129 

5.9 

145 

7.6 

99 

9.0 

Genesco 

121 

182 

14.2 

12.1 

30 

18.4 

68 

17.1 

125 

4.7 

Upjohn 

122 

59 

14.1 

17.3 

106 

8.2 

167 

4.7 

223 

—17.8 

Grolier 

123 

111 

14.1 

13.7 

84 

10.6 

109 

11.5 

62 

14.5 

Foremost  McKesson 

124 

«* 

14.1 

11.1 

129 

5.9 

53 

20.1 

124 

4.8 

Hooker  Chemical 

125 

99 

14.0 

15.6 

89 

10.0 

130 

8.8 

148 

1.1 

General  Telephone  &  Electronics 

126 

116 

14.0 

13.7 

67 

12.7 

97 

13.2 

107 

7.2 

Ohio  Edison 

127 

174 

14.0 

13.1 

134 

5.4 

132 

8.6 

90 

10.1 

Macy,  R.H. 

128 

205 

13.9 

11.6 

119 

6.9 

77 

15.9 

37 

21.3 

ExCellO  Corp. 

129 

98 

13.8 

14.3 

85 

10.4 

115 

10.7 

179 

—  6.3 

Sears.  Roebuck 

130 

122 

13.7 

15.2 

99 

9.0 

157 

5.9 

152 

0.2 

Times-Mirror 

131 

100 

13.7 

14.9 

76 

11.7 

76 

16.1 

165 

-  2.6 

Hiram  Walker 

132 

159 

13.7 

13.1 

140 

4.8 

138 

7.9 

75 

12.3 

Gimbel  Bros. 

133 

178 

13.7 

12.2 

128 

6.0 

82 

15.4 

59 

14.9 

Eltra 

134 

211 

13.7 

9.7 

79 

11.1 

160 

5.6 

271 

—35.7 

Raytheon 

134 

227 

.    13.7 

9.7 

93 

9.6 

96 

13.4 

19 

36.0 

Continental  Can 

135 

183 

13.6 

11.7 

153 

3.4 

89 

14.4 

51 

16.5 

Kaiser  Steel 

136 

244 

13.6 

10.7 

87 

10.2 

26 

28.8 

14 

47.8 

General  Precision  Equipment 

137 

243 

13.6 

9.1 

39 

16.3 

87 

14.7 

85 

10.7 

Eaton  Yale  &  Towne 

138 

61 

13.5 

15.7 

52 

14.5 

87 

14.7 

224 

—18.1 

Associated  Dry  Goods 

139 

131 

13.5 

13.2 

77 

11.5 

81 

15.5 

86 

10.6 

Texas  Eastern  Trans. 

140 

188 

13.5 

13.0 

121 

6.7 

131 

8.7 

79 

11.5 

American  Tobacco 

141 

210 

13.5 

12.8 

144 

4.4 

173 

4.1 

135 

3.2 

Gulf  Oil 

142 

202 

13.5 

12.3 

113 

7.5 

122 

9.7 

46 

18.2 

Kaiser  Alum.  &  Chemical 

143 

123 

13.2 

11.4 

70 

12.3 

73 

16.5 

80 

11.4 

FMC  Corp. 

144 

72 

13.1 

16.8 

24 

20.1 

92 

14.0 

201 

—12.8 

Rexall  Drug&  Chemical 
Honeywell 
Georgia  Pacific 
Stauffer  Chemical 
American  Electric  Power 

145 

146 
147 
148 
143 

152 
160 
162 
119 
201 

13.0 
13.0 
13.0 
13.0 
13.0 

15.1 
14.9 
13.9 
13.7 
12.3 

60 
73 
50 
89 
122 

13.5 
12.0 
14.7 
10.0 
6.6 

90 
143 

93 
124 
138 

14.3 
7.4 

13.9 
9.5 
7.9 

212 
148 
121 
174 
97 

—15.1 
1.1 
5.3 

-  4.9 
9.3 

United  Utilities 

Borden 

McCall  Corp. 

National  Dairy  Products 

Marathon  Oil 

150 
151 
152 
153 
154 

151 

176 
156 
166 
191 

12.9 
12.9 
12.8 
12.8 
12.8 

14.3 
13.1 
14.2 
12.7 
12.1 

14 
107 

66 
134 

85 

24.1 
8.1 

12.8 
5.4 

10.4 

144 
148 
59 
143 
111 

7.3 
6.9 

19.2 
7.4 

11.3 

92 
142 
100 
133 

77 

9.9 
2.1 
8.9 
3.6 
11.8 

S.S.  Kresge 
Boeing  Co. 
Safeway  Stores 
Allegheny  Ludlum 
Standard  Oil  (N.J.) 

155 
156 
157 
158 
159 

'261 

50 

94 

120 

206 

12.8 
12.7 
12.7 
12.7 
12.7 

9.9 
16.0 
15.5 
13.5 
12.8 

16 
101 
135 

83 
117 

22.0 
8.8 
5.3 

10.7 
7.1 

29 

71 

175 

105 

161 

26.6 
16.7 

3.9 
11.9 

5.5 

28 
211 
194 
214 
106 

25.7 

—14.6 

—10.4 

-15.6 

7.6 
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PROFITABILITY  RANKINGS 

^ 

nnmirrii  1 

BANKINGS - 

-TREND  RANKING- 

f 

GROWTH   1 

^ 

Return 

on  Equity  

^ 

(5-year  Compounded  Rate) 

(Latest  12  monttisvs. 

2-year  Average) 

1967 

1966 

Utest 

5-year 

t 

Sales , 

, Earn 

ings ^ 

Earnings 

Company 

Rank 

Rank 

12  Months 

Average* 

Rank 

Growtht 

Rank 

Per  Sharet 

Rank 

Gain 

Union  Electric 

159 

229 

12.7 

12.8 

124 

6.4 

162' 

5.4 

121 

5.3 

Goodyear  Tire  &  Rubber 

ISO 

175 

12.7 

12.7 

88 

10.1 

123 

9.6 

100 

8.9 

Standard  Oil  of  California 

161 

204 

12.7 

12.5 

117 

7.1 

153 

6.4 

121 

5.3 

Commonwealth  Edison 

162 

242 

12.7 

11.6 

127 

6.1 

M55 

6.1 

117 

5.9 

Northern  States  Power 

163 

** 

12.6 

13.2 

136 

5.2 

171 

4.3 

129 

4.0 

MCA 

164 

145 

12.5 

17.1 



NA 

174 

4.0 

158 

-  0.8 

Public  Service  Electric  &  Gas 

165 

213 

12.5 

12.5 

136 

5.2 

156 

6.0 

122 

5.2 

Babcock  &  Wilcox 

166 

203 

12.5 

12.2 

66 

12.8 

126 

9.3 

123 

5.0 

Colgate-Palmolive 

167 

236 

12.5 

11.6 

104 

8.5 

133 

8.4 

57 

15.2 

Clin  Mathieson  Chemical 

168 

208 

12.5 

10.9 

96 

9.3 

87 

14.7 

42 

19.9 

Jewel  Companies 

169 

189 

12.3 

13.1 

72 

12.1 

162 

5.4 

162 

-  1.8 

Cerro 

170 

86 

12.3 

12.9 

11 

11.5 

19 

32.7 

192 

-  9.7 

Kennecott  Copper 

171 

199 

12.3 

11.3 

133 

5.5 

99 

13.0 

155 

-  0.3 

Carrier 

172 

216 

12.3 

10.5 

95 

9.4 

53 

20.1 

91 

10.0 

Texas  Instruments 

173 

31 

12.2 

18.4 

32 

18.0 

57 

19.5 

211 

-14.6 

General  American  Transportation 

174 

165 

12.2 

12.8 

160 

2.7 

135 

8.2 

169 

-  3.6 

Virginia  Electric  &  Power 

175 

219 

12.2 

12.4 

115 

7.3 

147 

7.0 

119 

5.5 

Central  &  South  West 

176 

231 

12.2 

12.2 

130 

5.8 

148 

6.9 

102 

8.4 

Peoples  Gas  Light  &  Coke 

177 

239 

12.2 

12.1 

133 

5.5 

134 

8.3 

88 

10.3 

Consolidated  Electronics 

178 

169 

12.2 

11.2 

56 

13.9 

106 

11.8 

117 

5.9 

Campbell  Soup 

179 

197 

12.1 

13.4 

132 

5.6 

182 

3.0 

178 

-  6.1 

Diamond  Alkali 

180 

170 

12.1 

11.8 

52 

14.5 

106 

11.8 

157 

-  0.5 

Continental  Oil 

181 

228 

12.1 

11.5 

42 

15.8 

115 

10.7 

41 

20.6 

Kaiser  Industries 

182 

371 

12.1 

5.4 

28 

18.7 

18 

33.2 

2 

188.9 

Parke,  Davis 

183 

80 

12.0 

15.5 

135 

5.3 

189 

2.0 

258 

-27.7 

Air  Reduction 

184 

171 

12.0 

11.7 

112 

7.6 

122 

9.7 

173 

-  4.5 

Firestone  Tire  &  Rubber 

185 

198 

12.0 

11.5 

109 

7.9 

122 

9.7 

104 

8.1 

International  Telephone  &  Telegraph     186 

214 

12.0 

10.7 

69 

12.5 

100 

12.7 

58 

15.1 

Libbey-Owens  Ford  Glass 

187 

106 

11.9 

15.1 

168 

1.8 

211 

-  3.8 

229 

-19.6 

Addressograph-Multigraph 

188 

89 

11.9 

14.4 

59 

13.6 

179 

3.5 

224 

-18.1 

Philadelphia  Electric 

189 

230 

11.9 

11.5 

146 

4.2 

161 

5.5 

116 

6.0 

Croweli,  Collier  &  Macmillan 

190 

154 

11.8 

12.1 

57 

13.8 

56 

19.6 

102 

8.4 

Scovill  Manufacturing 

191 

146 

11.8 

10.1 

44 

15.6 

31 

26.2 

168 

-  3.5 

Union  Carbide 

192 

78 

11.7 

15.9 

129 

5.9 

188 

2.1 

249 

-24.8 

Schlumberger 

193 

238 

11.7 

11.8 

125 

6.3 

132 

8.6 

103 

8.3 

United  Aircraft 

194 

221 

11.7 

11.2 

74 

11.9 

48 

21.7 

144 

1.7 

Ampex 

195 

** 

11.6 

14.6 

94 

9.5 

122 

9.7 

167 

-  3.0 

Duke  Power  Utilities 

196 

** 

11.6 

11.8 

111 

7.7 

142 

7.5 

121 

5.3 

Hanna  Mining 

197 

248 

11.6 

11.4 

122 

6.6 

109 

11.5 

88 

10.3 

Amsted  Industries 

198 

186 

11.6 

11.0 

69 

12.5 

87 

14.7 

139 

2.6 

Union  Dil  of  California 

199 

196 

11.6 

10.3 

134 

5.4 

60 

18.8 

60 

14.8 

Sperry  Rand 

200 

262 

11.6 

9.3 

144 

4.4 

55 

19.8 

27 

25.8 

American  Cyanamid 

201 

96 

11.5 

14.8 

114 

7.4 

172 

4.2 

239 

-21.7 

Tenneco 

202 

200 

11.5 

11.5 

26 

18.9 

139 

7.8 

118 

5.6 

West  Point-Pepperell 

203 

158 

11.5 

10.8 

136 

5.2 

69 

16.9 

165 

-  2.6 

Interco  Inc. 

204 

273 

11.5 

9.1 

83 

10.7 

54 

19.9 

32 

24.4 

Ralston  Purina 

205 

65 

11.4 

13.2 

75 

11.8 

168 

4.6 

230 

-19.8 

Pacific  Gas  &  Electric 

206 

270 

11.4 

10.6 

135 

5.3 

130 

8.8 

67 

13.4 

Sun  Oil 

207 

292 

11.4 

10.5 

112 

7.6 

90 

14.3 

69 

13.0 

Grinnell 

208 

256 

11.4 

10.3 

106 

8.2 

77 

15.9 

118 

5.6 

Cities  Service 

208 

218 

11.4 

10.3 

154 

3.3 

121 

9.9 

106 

7.6 

National  Distillers  &  Chemical 

209 

272 

11.4 

9.2 

155 

3.2 

95 

13.5 

48 

17.6 

North  American  Rockwell 

210 

** 

11.4 

NO 

152 

3.5 

176 

3.8 

247 

-23.8 

Del  Monte  Corp. 

211 

232 

11.3 

11.6 

130 

5.8 

147 

7.0 

161 

-  1.6 

Union  Camp 

212 

167 

11.3 

11.5 

121 

6.7 

137 

8.0 

174 

-  4.9 

Midland-Ross 

213 

192 

11.3 

11.2 

49 

14.8 

40 

23.4 

157 

-  0.5 

Singer 

214 

252 

11.3 

11.3 

99 

9.0 

143 

7.4 

104 

8.1 

Hoover 

215 

173 

11.2 

14.1 

153 

3.4 

185 

2.7 

181 

-  7.1 

Florida  Power  i  light 

216 

** 

11.2 

12.1 

117 

7.1 

148 

6.9 

122 

5.2 

Niagara  Mohawk  Power 

217 

258 

11.2 

11.2 

146 

4.2 

160 

5.6 

120 

5.4 

American  Can 

216 

222 

11.2 

10.4 

149 

3.9 

136 

8.1 

146 

1.5 

Allied  Chemical 

219 

194 

11.1 

12.8 

120 

6.8 

177 

3.7 

210 

-14.4 

Scott  Paper 

220 

184 

11.0 

12.7 

76 

11.7 

183 

2.9 

195 

-10.5 

Alcan  Aluminum 

221 

207 

11.0 

10.4 

77 

11.5 

82 

15.4 

143 

1.8 

SCM  Corp. 

222 

127 

11.0 

9.1 

78 

11.2 

79 

15.7 

112 

6.5 
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PROFITABILITY  RANKINGS 

1 

PROFITABILITY  RANKINGS 

■\ 

PDHUyTU  1 

tANKINGS  - 

^  TREND  RANKING- 

t 

—    bnUWI H 1 

-  — \ 

t 

Return  on  Equity  

(5-year  Compt 

lunded  Rate) 

(Latest  12  months  vs. 

2-year  Averaee) 

1967 

1966 

Latest 

5-year 

r 

Sales , 

, Earnrngs ^ 

Earnings 

Company 

Rank 

Rank 

12  Months 

Average* 

Rank 

Growtht 

Rank 

Per  Sharef 

Rank 

Gain 

Rohm  &  Haas 

273 

161 

10.9 

14.3 

119 

6.9 

165 

4.9 

217 

-16.2 

Otis  Elevator 

224 

179 

10.9 

13.3 

108 

8.0 

202 

-  0.4 

209 

-14.3 

American  Natural  Gas 

225 

260 

10.9 

11.9 

111 

7.7 

141 

7.6 

112 

6.5 

Northern  Natural  Gas 

226 

284 

10.9 

11.1 

96 

9.3 

126 

9.3 

57 

15.2 

Lone  Star  Gas 

227 

290 

10.9 

10.8 

117 

7.1 

165 

4.9 

105 

7.8 

Phillips  Petroleum 

228 

275 

10.9 

10.0 

100 

8.9 

142 

7.5 

73 

12.5 

Boise  Cascade  Corp. 

229 

298 

10.8 

12.0 

12 

26.8 

28 

27.5 

139 

2.6 

Celanese 

230 

142 

10.7 

14.0 

41 

16.0 

139 

7.8 

209 

-14.3 

Getty  Oil 

231 

** 

10.7 

11.2 

174 

0.6 

75 

16.2 

25 

26.8 

Consumers  Power 

232 

255 

10.7 

10.6 

115 

7.3 

134 

8.3 

128 

4.4 

Southern  California  Edison 

233 

277 

10.7 

10.4 

118 

7.0 

146 

7.1 

93 

9.8 

Pullman.  Inc. 

234 

209 

10.7 

9.5 

51 

14.6 

25 

28.9 

174 

-  4.9 

United  Fruit 

235 

322 

10.7 

5.3 

104 

8.5 

10 

38.5 

9 

54.8 

Burlington  Industries 

236 

108 

10.6 

13.2 

121 

6.7 

112 

11.1 

236 

-21.0 

General  Public  Utilities 

237 

247 

10.6 

11.1 

128 

6.0 

176 

3.8 

153 

%X 

Texas  Gas  Transmission 

238 

246 

10.6 

10.8 

135 

5.3 

136 

8.1 

130 

3.9 

F.W.  Woolworth 

238 

251 

10.6 

10.8 

105 

8.4 

144 

7.3 

152 

0.2 

Columbia  Gas 

239 

271 

10.6 

10.4 

147 

4.1 

146 

7.1 

108 

7.1 

Westinghouse  Electric 

240 

237 

10.6 

9.3 

121 

6.7 

71 

16.7 

166 

-  2.7 

Alcoa 

241 

245 

10.6 

9.2 

104 

8.5 

83 

15.3 

87 

10.4 

Motorola 

242 

47 

10.4 

116.4 

61 

13.3 

109 

11.5 

276 

-38.1 

Grand  Union 

243 

234 

10.4 

11.5 

127 

6.1 

154 

6.3 

186 

-  8.5 

Detroit  Edison 

244 

265 

10.4 

10.5 

127 

6.1 

149 

6.8 

157 

-  0.5 

Sunray  DX  Oil 

245 

294 

10.4 

9.5 

148 

4.0 

158 

5.8 

41 

20.6 

Atlantic  Richfield 

246 

289 

10.4 

8.9 

82 

10.8 

101 

12.5 

26 

25.9 

Kroger 

247 

217 

10.3 

12.8 

118 

7.0 

181 

3.2 

238 

-21.6 

American  Sugar 

248 

195 

10.3 

10.7 

163 

2.4 

134 

8.3 

217 

-16.2 

Jos.Schlitz 

249 

283 

10.2 

9.9 

110 

7.8 

101 

12.5 

115 

6.1 

Crown  Zellerbach 

250 

254 

10.1 

10.7 

127 

6.1 

168 

4.6 

165 

-  2.6 

Mobil  Oil 

251 

291 

10.1 

9.6 

113 

7.5 

134 

8.3 

92 

9.9 

Fruehauf 

252 

134 

10.0 

13.6 

110 

7.8 

173 

4.1 

232 

-20.1 

Middle  South  Utilities 

253 

276 

10.0 

10.0 

121 

6.7 

131 

8.7 

109 

7.0 

Allied  Stores 

254 

303 

10.0 

9.3 

123 

6.5 

107 

11.7 

138 

2.7 

Weyerhaeuser 

255 

190 

9.9 

11.4 

86 

10.3 

117 

10.5 

225 

-18.8 

Martin  Marietta 

256 

180 

9.9 

10.7 

184 

-  6.2 

208 

-  2.8 

198 

-11.4 

Carborundum 

257 

215 

9.9 

10.5 

95 

9.4 

92 

14.0 

196 

-10.6 

Southern  Co. 

258 

302 

9.9 

10.0 

113 

7.5 

150 

6.7 

109 

7.0 

Heinz.  H.J. 

259 

321 

9.9 

9.7 

88 

10.1 

129 

8.9 

72 

12.6 

United  Gas 

260 

278 

9.9 

9.5 

151 

3.6 

166 

4.8 

110 

6.9 

National  Cash  Register 

261 

311 

.    9.9 

9.4 

84 

10.6 

155 

6.1 

88 

10.3 

New  England  Electric  System 

262 

317 

9.9 

9.1 

135 

5.3 

152 

6.5 

68 

13.2 
-11.2 

Deere 

263 

128 

9.8 

12.3 

63 

13.1 

141 

7.6 

197 

Kimberly-Clark 

264 

281 

9.8 

9.9 

130 

5.8 

169 

4.5 

132 

3.7 

16.4 

-  1.9 

Standard  Oil  (Ind.) 

265 

310 

9.8 

8.6 

127 

6.1 

114 

10.8 

52 

West  Virginia  Pulp  &  Paper 

266 

257 

9.7 

8.7 

127 

6.1 

63 

18.4 

163 

Chrysler 

267 

132 

9.6 

17.4 

35 

17.1 

115 

10.7 

258 

-27.7 

Braniff  Airways 
Armstrong  Cork 

268 
269 

6 

140 

9.6 
9.6 

16.3 
13.9 

23 

156 

20.4 
3.1 

20 
191 

32.1 
1.7 

288 
251 

—51.1 
-25.1 
-11.4 
-22.6 

Sherwin-Williams 

270 

249 

9.6 

10.4 

118 

7.0 

177 

3.7 

198 

Owens-Illinois  Glass 

271 

172 

9.6 

9.7 

108 

8.0 

167 

4.7 

243 

American  Telephone  &  Telegraph 
Jim  Walter 

272 
273 

299 
225 

9.5 
9.4 

9.7 
12.7 

116 
145 

7.2 
4.3 

165 
151 

4.9 
6.6 

130 
158 

1  OT 

3.9 

-  0.8 

4.5 

4.7 

-36.3 

Pacific  Lighting 

Anaconda 

General  Tire  &  Rubber 

274 
275 
276 

320 

282 

87 

9.4 
9.4 
9.3 

9.2 

7.8 

15.7 

141 

88 

172 

4.7 

10.1 

1.1 

151 

58 

200 

6.6 

19.3 

-  0.1 

127 
125 
273 

Ideal  Cement 

Great  Atlantic  &  Pacific  Tea 

W.R.  Grace 

Cannon  Mills 

International  Paper  Co. 

277 
278 
279 
280 
281 

263 
316 
225 
185 
264 

9.3 
9.3 
9.2 
9.2 
9.2 

10.6 

9.4 

10.7 

10.4 

9.2 

174 
173 
21 
144 
133 

0.6 
1.0 
20.7 
4.1 
5.5 

209 
203 
148 
119 
161 

-  2.9 

-  0.8 
6.9 

10.3 
5.5 

208 
126 
193 
241 
170 

-14.1 
4.6 

-  9.8 
-22.2 

-  4.1 

Monsanto 

May  Department  Stores 

National  Steel 

Borg  Warner 

Abex 

282 
283 
284 
285 
286 

"224 

177 
286 
268 
259 

9.1 
9.1 
9.1 
9.1 
9.1 

12.0 
11.9 
11.8 
10.5 
9.5 

101 
119 
127 
111 
116 

8.8 
6.9 
6.1 
7.7 
7.2 

180 
177 
135 
159 
127 

3.4 
3.7 
8.2 
5.7 
9.2 

236 
245 
215 
183 
185 

-21.0 
-22.9 
-16.0 

-  8.1 

-  8.3 
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PROFITABILITY  RANKINGS 

-  PROFITABILITY  RANKINGS 
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1967 

1966 

Latest       j 

:  5-year 

f 

Sales , 

Earnings , 

Per  Sharef 

Earnings 

Company 

Rank 

Rank 

12  Months 

Average* 

Rank 

Growtht 

Rank 

Rank 

Gain 

Reynolds  Metals 

287 

181 

9.1 

9.3 

98 

9.1 

73. 

16.5 

199 

-11.9 

El  Paso  Natural  Gas 

288 

269 

9.0 

9.9 

155 

3.2 

175 

3.9 

191 

-  9.5 

Signal  Oil  &  Gas 

289 

312 

9.0 

9.2 

32 

18.0 

80 

15.6 

83 

11.1 

Fairchild  Camera 

290 

** 

8.8 

12.6 

32 

18.0 

82 

15.4 

263 

-30.0 

Food  Fair  Stores 

291 

274 

8.8 

9.3 

132 

5.6 

'■199 

U 

182 

-  7.3 

Consolidated  Natural  Gas 

292 

313 

8.8 

8.7 

149 

3.9 

129 

8,9 

161 

-  1.6 

Sinclair  Oil 

293 

329 

8.8 

7.5 

149 

3.9 

84 

15.1 

49 

17.3 

Bendix  Corp. 

294 

240 

8.7 

9.2 

88 

10.1 

116 

10.6 

76 

11.9 

Spartans  Industries 

295 

** 

8.7 

8.7 

7 

33.4 

215 

-  5.3 

214 

-28.1 

Distillers  Corp.-Seagrams 

296 

327 

8.6 

8.3 

117 

7.1 

138 

7.9 

95 

9.6 

U.S.  Plywood  Champion  Papers 

297 

241 

8.5 

10.6 

116 

7.2 

178 

3.6 

252 

-25.6 

Westinghouse  Air  Brake 

298 

280 

8.5 

9.5 

103 

8.6 

136 

8.1 

213 

-15.2 

Mead  Corp. 

299 

279 

8.5 

8.7 

110 

7.8 

141 

7.6 

190 

-  9.3 

Johns-Manville 

300 

226 

8.4 

10.3 

140 

4.8 

185 

2.7 

234 

-20.5 

Owens-Corning  Fiberglas 

301 

172 

8.3 

11.1 

117. 

7.1 

193 

1.4 

261 

-28.9 

Consolidated  Edison 

302 

336 

8.3 

8.4 

141 

4.7 

180 

3.4 

137 

3.0 

Sunbeam 

303 

155 

8.1 

11.4 

53 

14.4 

205 

-  1.9 

254 

-26.8 

Republic  Steel 

304 

304 

8.1 

9.1 

150 

3.8 

140 

7.7 

206 

-13.7 

International  Harvester 

305 

293 

8.1 

8.9 

116 

7.2 

118 

10.4 

202 

-13.0 

Norfolk  &  Western  Ry. 

306 

307 

8.1 

8.8 

153 

3.4 

183 

2.9 

200 

-12.2 

Schenley  Industries 

307 

335 

8.0 

6.3 

131 

5.7 

39 

23.8 

93 

9.8 

Inland  Steel 

308 

308 

7.8 

10.2 

137 

5.1 

202 

-  0.4 

233 

-20.3 

United  Merchants  &  Mfr. 

309 

187 

7.8 

9.6 

143 

4.5 

149 

6.9 

265 

-31.2 

Crane 

310 

319 

7.8 

6.6 

149 

3.9 

41 

22.7 

112 

6.5 

General  Aniline  &  Film 

311 

334 

7.7 

7.3 

100 

8.9 

125 

9.4 

220 

-16.9 

Armco  Steel 

312 

288 

7.6 

9.8 

144 

4.4 

177 

3.7 

255 

-27.3 

U.S.  Gypsum 

313 

326 

7.5 

10.0 

176 

0.2 

213 

-  5.0 

216 

-16.1 

Liggett  &  Myers  Tobacco 

314 

345 

7.5 

7.9 

156 

3.1 

206 

-  2.1 

147 

1.2 

Cummins  Engine 

315 

75 

7.4 

17.1 

55 

14.0 

212 

-  4.3 

289 

-51.3 

Norton  Co. 

316 

296 

7.4 

9.5 

99 

9.0 

193 

1.4 

242 

-22.4 

Gamble-Skogmo 

317 

323 

7.4 

8.2 

13- 

25.5 

87 

14.7 

211 

-14.6 

Koppers 

318 

348 

7.3 

6.7 

103 

8.6 

116 

10.6 

150 

0.6 

Lone  Star  Cement 

319 

309 

7.2 

9.2 

106 

8.2 

210 

-  3.6 

231 

-19.9 

Pittsburgh  Plate  Glass 

320 

306 

7.2 

8.9 

135 

5.3 

194 

0.9 

235 

-20.6 

Hunt  Foods  &  Industries 

321 

357 

7.2 

5.8 

121 

6.7 

163 

5.3 

40 

21.0 

Ford  Motor 

322 

113 

7.1 

14.1 

110 

7.8 

213 

-  5.0 

287 

-51.0 

J.P.  Stevens 

323 

250 

7.1 

8.4 

117 

7.1 

127 

9.2 

262 

-29.9 

Curtiss-Wright 

324 

374 

7.1 

5.3 

183 

-  5.0 

119 

10.3 

12 

52.7 

Interlake  Steel 

325 

330 

7.0 

7.7 

165 

2.2 

121 

9.9 

203 

-13.1 

United  Shoe  Machinery 

326 

333 

7.0 

7.4 

117 

7.1 

163 

5.3 

189 

-  9.1 

Kaiser  Cement 

327 

287 

6.9 

10.7 

155 

3.2 

221 

-  6.9 

281 

-42.0 

National  Tea 

328 

285 

6.9 

8.4 

156 

3.1 

207 

-  2.4 

240 

-22.0 

Bethlehem  Steel 

329 

301 

6.8 

8.2 

141 

4.7 

170 

4.4 

246 

-23.5 

St.  Regis  Paper 

330 

324 

6.8 

7.1 

146 

4.2 

128 

9.1 

222 

-17.4 

Armour 

331 

349 

6.7 

8.0 

151 

3.6 

195 

0.8 

206 

-13.7 

Massey  Ferguson 

332 

137 

6.6 

12.1 

103 

8.6 

187 

2.2 

278 

-39.9 

Jones  &  Laughlin  Steel 

333 

328 

6.5 

8.9 

155 

3.2 

160 

5.6 

253 

-25.9 

Dan  River  Mills 

334 

223 

6.5 

8.5 

100 

8.9 

161 

5.5 

280 

-40.5 

Uniroyal,  Inc. 

335 

253 

6.4 

8.3 

135 

5.3 

190 

1.9 

275 

-37.0 

Granite  City  Steel 

336 

338 

6.4 

8.2 

174 

0.6 

199 

+1: 

250 

-24.9 

Union  Pacific  RR 

337 

347 

6.4 

6.6 

164 

2.3 

163 

5.3 

163 

-  1.9 

Newport  News  Shipbuilding 

338 

343 

6.2 

8.4 

166 

2.1 

214 

-  5.1 

237 

-21.1 

Swift 

339 

366 

6.1 

5.1 

164 

2.3 

119 

10.3 

16 

38.7 

Southern  Ry. 

340 

359 

5.9 

5.9 

157 

3.0 

197 

0.7 

111 

6.7 

McLouth  Steel 

341 

341 

5.7 

9.9 

179 

-  0.8 

216 

-  55 

260 

-28.2 

Youngstown  Sheet  &  Tube 

342 

339 

5.7 

8.2 

149 

3.9 

185 

2.7 

256 

-27.4 

B.F.  Goodrich 

343 

314 

5.5 

7.4 

142 

4.6 

195 

0.8 

270 

-34.2 

National  Gypsum 

344 

354 

5.5 

7.2 

169 

1.5 

215 

-  5.3 

205 

-13.6 

Chesapeake  &  Ohio  Ry. 

345 

356 

5.5 

6.0 

161 

2.6 

148 

6.9 

204 

-13.4 

Cone  Mills 

346 

318 

5.4 

6.8 

150 

3.8 

60 

18.8 

269 

-34.0 

U.S.  Steel 

347 

351 

5.4 

6.6 

157 

3.0 

186 

2.4 

257 

-27.5 

CF&I  Steel 

348 

300 

5.3 

7.4 

177 

it 

14 

35.5 

285 

-47.3 

Crucible  Steel 

349 

331 

5.3 

7.2 

134 

5.4 

144 

7.3 

267 

-32.1 

International  Minerals  &  Chemical 

350 

139 

5.0 

11.4 

45 

15.5 

209 

-  2.9 

292 

-62.1 

Lowenstein,  M. 

351 

350 

4.9 

5.0 

170 

1.4 

55 

19.8 

248 

-23.9 

I 
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1967  PROFITABILITY  RANKINGS 


-  PROFITABILITY  RANKINGS- 

Return  on  Equity 


Comsat 


NA 


1967 

1966 

Latest 

S-yea 

Company 

Rank 
352 

Rank 

340 

12  Months 
4.8 

Averag 

FIJntkote 

7.9 

H.K.Porter 

353 

295 

4.8 

7.2 

Missouri  Pacific  PR 

354 

355 

4.8 

6.1 

Southern  Pacific 

355 

360 

4.8 

5.7 

Louisville  &  Nashville  RR 

356 

361 

4.7 

5.2 

Seaboard  Coast  Line  RR 

357 

** 

4.7 

NA 

Western  Union 

358 

353 

4.5 

5.7 

Illinois  Central  Industs. 

359 

372 

4.3 

4.0 

Acme  Markets 

360 

344 

4.2 

6.9 

Atchison,  Topeka  &  Santa  Fe 

361 

352 

4.2 

5.5 

Springs  Mills 

362 

** 

4.1 

7.0 

Brunswick 

363 

384 

3.9 

1.8 

AllisChalmers 

364 

332 

3.7 

4.8 

Chicago  &  North  Western  Inds. 

365 

337 

3.6 

4.4 

American  Standard 

366 

364 

3.5 

5.9 

Pennsylvania  RR 

367 

369 

3.4 

3,5 

Great  Northern  Ry. 

368 

358 

3.1 

4.6 

Northern  Pacific  Ry. 

369 

367 

2.7 

3.6 

J.I.  Case 

370 

17 

2.5 

18.0 

Marquette  Cement 

371 

370 

2.3 

6.2 

Lehigh  Portland  Cement 

372 

375 

2.2 

3.9 

Montgomery  Ward 

373 

376 

1.9 

2.9 

New  York  Central  RR 

373 

368 

1.9 

2.9 

U.S.  Lines 

374 

346 

0.5 

4.7 

Budd 

375 

362 

0.5 

3.9 

Admiral 

376 

129 

def. 

6.4 

American  Motors 

376 

382 

def. 

5.3 

ArdenMayfair 

376 

124 

def. 

7.6 

Chicago.  Mil.  St.  Paul  &  Pac.  R.R. 

376 

373 

def. 

1.0 

Chicago.  Rock  Island  &  Pac.  RR 

376 

378 

def. 

0.6 

Erie-Lackawanna  RR 

376 

377 

def. 

0.9 

First  National  Stores 

376 

379 

def. 

3.2 

McDonnell  Douglas 

376 

21 

def. 

NO 

Northeast  Airlines 

376 

315 

def. 

def. 

Wheeling  Steel 

376 

383 

def. 

def. 

NA 


NA 


GROWTH  RANKINGS , 

^TREND  RANKING-^ 

(5-year  Compounded 

Rate) 

(Latest  12 

months  vs. 

Rank 

Sales , 

Growtht 

f~ — 
Rank 

Earnings , 

Per  Sharef 

2-year 
Rank 

Average) 
Earnings 
Gain 

167 

2.0 

220 

-  6.2 

277 

—38.2 

Ib^ 

2.5 

181 

3.2 

282 

—44.6 

Ibb 

2.1 

192 

1.6 

227 

—19.2 

Ibl 

2.6 

195 

0.8 

219 

—16.7 

149 

3.9 

184 

2.8 

221 

-17.1 

145 

4.3 

192 

1.6 

173 

—  4.5 

Ibb 

3.2 

197 

0.4 

246 

—23  5 

Ibd 

2.4 

162 

5.4 

96 

94 

159 

2.8 

222 

-  7.5 

264 

—30.8 

lb/ 

2.0 

203 

—  0.8 

266 

—31.3 

152 

3.5 

213 

-  5.0 

283 

—45.4 

Ub 

0.4 

225 

—11.0 

1 

241.2 

89 

10.0 

95 

-13.5 

286 

—47.8 

1U8 

8.0 

NR 

tt 

291 

—58.5 

Ibb 

2.1 

218 

-  5.8 

272 

—36.2 

173 

1.0 

51 

21.0 

242 

—22.4 

16b 

2.1 

206 

-  2.1 

279 

40.3 

158 

2.9 

204 

-  1.0 

268 

—33.6 

2b 

19.4 

219 

—  6.0 

295 

—86.3 

180 

-  1.5 

224 

-10.9 

290 

-53.3 

154 

3.3 

223 

—  7.7 

284 

-46.5 

130 

5.8 

217 

-  5.6 

274 

—36.8 

123 

6.5 

17 

34.7 

293 

—76.0 

1/2 

-  0.2 

227 

—12.1 

294 

—85.1 

151 

3.6 

226 

-11.5 

296 

-91.8 

63 

13.1 

228 

t 

297 

t 

182 

—  4.1 

228 

t 

298 

def. 

112 

7.6 

228 

t 

297 

i 

159 

2.8 

228 

t 

297 

t 

166 

2.1 

228 

t 

298 

def. 

169 

1.5 

229 

def. 

297 

t 

181 

-  2.3 

228 

t 

297 

t 

140 

16.1 

228 

i 

297 

t 

106 

8.2 

229 

def. 

298 

def. 

138 

5.0 

228 

t 

298 

def. 

NA 


NA 


•Average  for  period  1963-67;  average  return  may  be  for  less  than  a  5-year  period  as  footnoted  !n  individual  Industry  Yardsticks,  t  The  growth  rate  may  be  less  than 
5  years  as  footnoted  in  individual  industry  Yardsticks.  **New  this  year.  tfDeficit  to  a  profit;  not  ranked.  IProfit  to  a  deficit.  itNo  change  NA-Not 
available.     NC-Not  comparable.     NR-Not  ranked. 


FINANCE 


American  Express 

Seaboard  Finance 

Investors  Diversified  Services 

Household  Finance 

Beneficial  Finance 

Bank  of  America 

C.I.T.  Financial 

Bankers  Trust  New  York 

American  Investment 

Chase  Manhattan  Bank 

Transamerica 

First  National  City  Bank 

Crocker-Citizens  National  Bank 

Security  First  National 

Chemical  Bank  NY  Trust 

Manufacturets  Hanover  Trust 

Continental  III.  Natl.  Bank 

Morgan  Guaranty  Tr.  of  New  York 

Mellon  National  Bank  &  Trust 

First  National  Bank  of  Chicago 

Wells  Fargo  Bank 

Associates  Investments 

Commercial  Credit 

FORBES,  JANUARY  1,  1968 
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—  PROFITABILITY  RANKINGS  - 

"N 

EARNINGS  GROWTH  RANK 

EARNINGS  TREND  RANK 

Return  on 

Equity 

5-year 

Latest  12 

1967 

1966 

Latest  12 

5-year 

1967 

Compounded 

1967 

Months  vs. 

Rank 

Rank 

Months 

Average 

Rank 

Rate 

Rank 

2-year  Average 

1 

3 

22.4% 

17.8% 

2 

13.5% 

1 

19.2% 

2 

1 

21.2 

20.1 

1 

14.9 

18 

3.3 

3 

8 

17.5 

17.6 

15 

5.9 

21 

0.8 

4 

5 

15.5 

15.2 

4 

11.5 

7 

11.4 

5 

2 

14.3 

19.2 

20 

3.0 

23 

-15.3 

6 

9 

13.6 

12.4 

10 

7.6 

2 

17.2 

7 

7 

13.1 

13.2 

19 

3.3 

15 

5.9 

8 

10 

12.8 

11.4 

5 

8.6 

9 

10.1 

9 

6 

12.2 

15.4 

22 

0.2 

22 

-14.7 

10 

13 

12.2 

11.4 

12    . 

7.3 

10 

9.5 

11 

8 

12.2 

10.6 

3 

13.4 

6 

12.1 

12 

15 

12.1 

10.8 

6 

8.3 

5 

12.3 

13 

11 

11.6 

11.7 

21 

1.8 

19 

2.3 

14 

12 

11.4 

11.1 

9 

7.8 

11 

9.3 

15 

19 

11.4 

10.6 

16 

5.4 

8 

10.9 

16 

17 

11.2 

10.2 

7 

8.2 

3 

14.7 

17 

14 

11.1 

11.1 

14 

6.9 

16 

4.8 

18 

21 

10.8 

9.5 

13 

7.1 

4 

12.7 

19 

20 

10.6 

9.9 

8 

7.9 

14 

6.5 

20 

16 

10.5 

10.3 

17 

5.3 

20 

1.9 

21 

18 

10.1 

10.1 

11 

7.5 

12 

8.9 

22 

22 

9.6 

9.8 

18 

3.5 

17 

4.3 

23 

23 

8.2 

9.6 

23 

-3.2 

13 

7.6 

31 


(Continued  from  page  11) 
Profitability.  How  well  is  manage- 
ment using  the  capital  entrusted  to  it? 
Here  we  weigh  three  factors:  1)  re- 
turn on  stockholders'  equity;  2)  return 
on  total  capital  employed;  3)  return  on 
sales.  To  get  the  first  two  ratios,  we  use 
balance-sheet  figures  as  of  the  begin- 


ning of  the  year  and  earnings  for  the 
succeeding  12  months. 

Trend.  These  Yardsticks  are,  in  ef- 
fect, a  shorter-term  modification  of  the 
Growth  and  Profitability  Yardsticks. 
The  latter  uses  a  five-year  period  and 
there  remains  the  question:  Has  any- 
thing   happened    more    recently    that 


may  have  slowed  down — or  speeded 
up — the  rate  of  Growth  or  Profitabil- 
ity? Hence  Trend.  These  Yardsticks 
compare  the  earnings  and  profit  mar- 
gins with  a  shorter-term  base  than  do 
the  first  two  Yardsticks.  This  way  we 
hope  to  catch  swings  and  divergences 
from  the  longer-range  ratings.  ■ 


YARDSTICKS  OF  PERFORMANCE:  31  MAJOR  INDUSTRIES 

(Industries  are  listed  in  each  group  in  order  of  their  performance  through  the  latest  available  12  months.) 


The  figures  shown  below  are  median 
figures  for  31  of  the  industries  covered  in 
tt)is  Twentieth  Annual  Report  on  American 
Industry.  Use  of  the  median  (i.e.,  middle) 
prevents  extreme  cases  from  distorting  the 
picture  as  an  average  figure  would. 

What  is  most  interesting  about  these 
figures  is  the  extreme  variations  they  show 
from  industry  to  industry.  The  median  re- 
turn on  capital  for  all  industrials  is  9.7% 
but  the  individual  rates  of  return  run  from 
the  18.1%  of  drugs  to  the  3.9%  of  trans- 
portation. The  variation  in  growth  rates, 
too,  is  very  great:  The  median  rate  of  sales 
growth  amounts  to  8.6%:  But  airlines 
have  grown  almost  twice  that  fast,  while 
building    materials,     transportation     and 


steel  all  have  done  less  than  half  as  well 
as  the  median. 

Also  interesting  is  the  fact  that  the 
Growth  and  Profitability  leaders  for  1967 
were  not  the  same  as  the  Trend  leaders. 
Airlines,  copper  and  communications  were 
the  top  three  in  Growth;  drugs,  branded 
goods  and  chemicals  were  the  top  three  in 
Profitability.  But  two  of  the  top  three  in 
Trend — information  processing  and  con- 
glomerates— were  not  among  the  top 
three  in  the  other  two  categories.  This 
may  suggest  that  profit  and  growth  leader- 
ship is  moving  away  from  such  industries 
as  airlines,  drugs  and  chemicals  toward 
information  processing,  conglomerates, 
branded  goods  and  drinks.  ■ 


GROWTH 

(5-year  compounded  rate) 


Airlines 
Copper 
Communications 


Sales 

16.5% 

10.9 

11.9 


Group 
Rank- 
Earnings    ing 


Conglomerates  14.7 

Aluminum  10.3 

Information  Processing  11.6 

Diversified  Metals  8.1 

Electrical  &  Electronics  13.0 

Drinks  8.6 

Rail  Equipment  7.2 

Retailing  8.9 

Capital  Goods  9.9 

Defense  9.2 

Drugs  9.7 

Oil  7.5 

Packaging  6.7 

Chemicals  8.9 

Telephone  &  Telegraph  12.7 

Textiles  4.5 
Forest  &  Paper  Products  7.2 

Tractors  &  Farm  Equip.  12.8 


Branded  Goods 
Natural  Gas 
Food 

Auto  Suppliers 
Utilities 
Autos  &  Trucks 


9.2 
5.7 
6.2 

7.9 
6.1 
7.2 


36.4% 

22.5 

18.3 

14.4 
16.0 
14.9 

22.4 
12.7 
13.8 

14.7 
13.2 
12.5 

10.5 

8.8 

11.3 

11.4 
8.6 
7.3 

10.3 
7.6 
4.9 

6.4 
8.2 
7.5 

5.6 
6.9 
4.5 


Steel  4.2  5.0 

Supermarket  Chains  5.3  t 

Transportation  2.6  1.6 

Building  Materials  3.6  —  1.7 

ALL  INDUSTRY  MED.  8.6  10.3 

♦Gain  or  loss  in  percentage  points.     tNo  Change. 


1 

2 
3 

4 
5 
5 

6 
7 
8 

8 

9 

10 

11 
12 
12 

12 
13 
13 

14 
15 
15 

16 
16 
17 

18 
19 
20 

21 
22 
23 
24 


PROFITABILITY 

(5-year  average) 


Drugs 

Branded  Goods 
Chemicals 

Airlines 
Divers.  Metals 
Drinks 


Return 

on 
Equity 

18.8% 

19.2 

14.1 

19.4 
15.5 
13.1 


Communications    16.3 
Electrical  14.4 

Trac.  &  Farm  Eq.  12.3 

Autos  &  Trucks     14.1 
Tel.  &  Tel.  13.7 

Info.  Processing   13.0 


Oil 

Copper 

Auto  Suppliers 


11.5 
12.1 
12.7 


Utilities  11.6 

Food  13.2 

Rail  Equipment  11.0 

Capital  Goods  10.9 

Build.  Materials  10.2 

Packaging  11.7 

Aluminum  10.0 

Conglomerates  12.2 

For.  &  Pap.  Prod.  10.6 


Natural  Gas 

Steel 

Retailing 


11.0 

8.6 

11.9 


Defense  10.5 

Supermkt.  Chains  9.4 
Textiles  8.5 

Transportation        5.2 

AIL  IND.   MED.  12.1 


Return 

on 
Capital 

18.1% 

16.3 

10.8 

9.7 
12.6 
11.4 

11.7 

12.9 
10.1 

12.7 

7.0 

10.0 

9.7 

10.9 
10.3 

5.9 

10.7 

8.2 

10.5 
8.4 
9.1 

6.1 
9.3 
8.2 

6.0 
7.0 
9.1 

9.4 
9.4 
8.0 
3.9 

9.7 


Y 

Oper. 

Group 

Profit 

Rank- 

Margin 

ing 

22.5°X 

.     1 

19.8 

2 

21.7 

3 

21.3 

4 

16.6 

5 

17.1 

6 

14.6 

7 

12.6 

8 

19.3 

9 

11.0 

10 

17.5 

11 

15.8 

12 

19.5 

12 

14.3 

13 

13.8 

14 

21.9 

14 

7.9 

15 

16.0 

16 

13.2 

17 

16.3 

18 

14.0 

18 

19.2 

19 

11.4 

20 

15.2 

21 

15.4 

22 

15.9 

23 

6.5 

24 

7.1 

25 

3.2 

26 

12.5 

26 

11.6 

27 

15.4 

TREND 

(latest  12  months  vs.  2-year  average) 


Branded  Goods 
Information  Processing 
Conglomerates 


Earnings 
Gain 

15.2% 

16.5 

15.4 


Net      Group 
Profit     Rank- 
Margin*    ing 


0.1 
-0.1 
-0.1 


Drinks 
Oil 
Natural  Gas 

11.1 

13.2 

7.5 

0.2 

t 
t 

2 
3 
4 

Aluminum 

Copper 

Packaging 

6.1 
4.7 
6.2 

t 

1.0 
-0.1 

5 
5 
5 

Telephone  &  Telegraph 

Defense 

Utilities 

7.2 

10.5 

5.7 

-0.2 
-0.5 
-0.1 

5 
6 
7 

Food 

Communications 

Retailing 

4.6 

6.0 
3.1 

t 
-0.6 
-0.1 

8 

9 
9 

Airlines 

Diversified  Metals 
Drugs 

4.4 

-  2.6 

0.7 

-0.8 
-0.3 
-0.7 

10 
10 
11 

Elec.  &  Electronics 
Rail  Equipment 
Forest  &  Paper  Prods. 

-  0.9 

-  3.6 

-  4.1 

-0.7 
-0.6 
-0.6 

12 
13 
14 

Supermarket  Chains 
Capital  Goods 
Chemicals 

-10.4 

-  5.3 

-  9.0 

-0.27 

-0.8 

-1.2 

14 
15 
16 

Auto  Suppliers 
Autos  &  Trucks 
Transportation 


-19.6 
-20.1 
-18.2 


Building  Materials        —20.2 
Steel  -25.4 

Textiles  —29.9 

Tractors  &  Farm  Equip.  —29.1 

ALL  INDUSTRY  MEDIAN        3.1 


-1.0 

-1.2 
-2.4 

-1.3 
-1.2 
-1.2 
-2.1 

-0.5 


17 
18 
19 

20 
20 
21 
22 
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81  PRODUCTS  FOR  CONSTRUCTION 


Of  the  many  Porter  products,  8 1  are  manufactured  for  construction 
alone... from  concrete  reinforcing  bars  to  structural  shapes... from 
pipe  fittings  to  hand  tools . . .  from  hose  to  conveyor  belting . . . 
from  fans  to  electric  raceways.  Call  Porter.  Pittsburgh,  Pa. 


^«\i  IMIk.   VW  MMk  \>WMit      \X^ 


H.  K.  PORTER  COMPANY,  INC. 


(Continued  from  page  11) 
Profitability.  How  well  is  manage- 
ment using  the  capital  entrusted  to  it? 
Here  we  weigh  three  factors:  1)  re- 
turn on  stockholders'  equity;  2)  return 
on  total  capital  employed;  3)  return  on 
sales.  To  get  the  first  two  ratios,  we  use 
balance-sheet  figures  as  of  the  begin- 


ning of  the  year  and  earnings  for  the 
succeeding  12  months. 

Trend.  These  Yardsticks  are,  in  ef- 
fect, a  shorter-term  modification  of  the 
Growth  and  Profitability  Yardsticks. 
The  latter  uses  a  five-year  period  and 
there  remains  the  question:  Has  any- 
thing   happened    more    recently    that 


may  have  slowed  down — or  speeded 
up — the  rate  of  Growth  or  Profitabil- 
ity? Hence  Trend.  These  Yardsticks 
compare  the  earnings  and  profit  mar- 
gins with  a  shorter-term  base  than  do 
the  first  two  Yardsticks.  This  way  we 
hope  to  catch  swings  and  divergences 
from  tbe  longer-range  ratings.  ■ 


YARDSTICKS  OF  PERFORMANCE:  31  MAJOR  INDUSTRIES 

(Industries  are  listed  in  each  group  in  order  of  their  performance  through  the  latest  available  12  months.) 


The  figures  shown  below  are  mediar) 
figures  for  31  of  the  industries  covered  in 
this  Twentieth  Annual  Report  on  American 
Industry.  Use  of  the  median  (i.e.,  middle) 
prevents  extreme  cases  from  distorting  the 
picture  as  an  average  figure  would. 

What  is  most  interesting  about  these 
figures  is  the  extreme  variations  they  show 
from  industry  to  industry.  The  median  re- 
turn on  capital  for  all  industrials  is  9.7% 
but  the  individual  rates  of  return  run  from 
the  18.1%  of  drugs  to  the  3.9%  of  trans- 
portation. The  variation  in  growth  rates, 
too,  is  very  great:  The  median  rate  of  sales 
growth  amounts  to  8.6%:  But  airlines 
have  grown  almost  twice  that  fast,  while 
building     materials,     transportation     and 


steel  all  have  done  less  than  half  as  well 
as  the  median. 

Also  interesting  is  the  fact  that  the 
Growth  and  Profitability  leaders  for  1967 
were  not  the  same  as  the  Trend  leaders. 
Airlines,  copper  and  communications  were 
the  top  three  in  Growth;  drugs,  branded 
goods  and  chemicals  were  the  top  three  in 
Profitability.  But  two  of  the  top  three  in 
Trend — information  processing  and  con- 
glomerates— were  not  among  the  top 
three  in  the  other  two  categories.  This 
may  suggest  that  profit  and  growth  leader- 
ship is  moving  away  from  such  industries 
as  airlines,  drugs  and  chemicals  toward 
information  processing,  conglomerates, 
branded  goods  and  drinks.  ■ 


GROWTH 

(5-year  compounded  rate) 


Airlines 
Copper 
Communications 


Sales 

16.5% 

10.9 

11.9 


Conglomerates  14.7 

Aluminum  10.3 

Information  Processing  11.6 

Diversified  Metals  8.1 

Electrical  &  Electronics  13.0 

Drinks  8.6 

Rail  Equipment  7.2 

Retailing  8.9 

Capital  Goods  9.9 

Defense  9.2 

Drugs  9.7 

Oil  7.5 

Packaging  6.7 

Chemicals  8.9 

Telephone  &  Telegraph  12.7 

Textiles  4.5 
Forest  &  Paper  Products  7.2 

Tractors  &  Farm  Equip.  12.8 

Branded  Goods  9.2 

Natural  Gas  5.7 

Food  6.2 

Auto  Suppliers  7.9 

Utilities  6.1 

Autos  &  Trucks  7.2 

Steel  4.2 

Supermarket  Chains  5.3 

Transportation  2.6 

Building  Materials  3.6 

ALL  INDUSTRY  MED.  8.6 
•Gain  or  loss  in  percentage  points. 


ate) 

Group 

Rank- 

Earnings 

ing 

36.4% 

1 

22.5 

2 

18.3 

3 

14.4 

4 

16.0 

5 

14.9 

5 

22.4 

6 

12.7 

7 

13.8 

8 

14.7 

8 

13.2 

9 

12.5 

10 

10.5 

11 

8.8 

12 

11.3 

12 

11.4 

12 

8.6 

13 

7.3 

13 

10.3 

14 

7.6 

15 

4.9 

15 

6.4 

16    [ 

8,2 

16 

7.5 

17 

PROFITABILITY 

(5-year  average) 


Drugs 

Branded  Goods 
Chemicals 

Airlines 
Divers.  Metals 
Drinks 


Return 

on 
Equity 

18.8% 

19.2 

14.1 

19.4 
15.5 
13.1 


Return       Oper.    Group 
on  Profit    Rank- 

Capital      Margin     ing 


Communications  16.3 

Electrical  14.4 

Trac.  &  Farm  Eq.  12.3 

Autos  &  Trucks  14.1 

Tel.  &  Tel.  13.7 

Info.  Processing  13.0 

Oil  11.5 

Copper  12.1 

Auto  Suppliers  12.7 

Utilities  11.6 

Food  13.2 

Rail  Equipment  11.0 

Capital  Goods  10.9 

Build.  Materials  10.2 

Packaging  11.7 

Aluminum  10.0 

Conglomerates  12.2 

For.  &  Pap.  Prod.  10.6 


5.6 
6.9 
4.5 

5.0 
t 

1.6 
1.7 


18 
19 
20 

21 
22 
23 
24 


Natural  Gas 

Steel 

Retailing 


11.0 

8.6 

11.9 


10.3 

tNo  Change. 


Defense  10.5 

Supermkt.  Chains  9.4 
Textiles  8.5 

Transportation       5.2 

ALL  IND.  MED.  12.1 


18.1% 

16.3 

10.8 

9.7 
12.6 
11.4 

11.7 

12.9 
10.1 

12.7 

7.0 
10.0 

9.7 
10.9 
10.3 

5.9 

10.7 

8.2 

10.5 
8.4 
9.1 

6.1 
9.3 
8.2 

6.0 
7.0 
9.1 

9.4 
9.4 
8.0 
3.9 

9.7 


22.5%  1 
19.8  2 
21.7        3 


21.3 
16.6 
17.1 

14.6 
12.6 
19.3 

11.0 
17.5 
15.8 

19.5 
14.3 
13.8 

21.9 

7.9 

16.0 

13.2 
16.3 
14.0 

19.2 
11.4 
15.2 

15.4 

15.9 

6.5 

7.1 

3.2 

12.5 

11.6 

15.4 


10 
11 
12 

12 
13 
14 

14 
15 
16 

17 
18 
18 

19 
20 
21 

22 
23 
24 

25 
26 
26 
27 


TREND 

(latest  12  months  vs.  2-year  average) 


Branded  Goods 
Information  Processing 
Conglomerates 

Drinks 
Oil 
Natural  Gas 


Earnings 
Gain 

15.2% 

16.5 

15.4 

11.1 

13.2 

7.5 


Net      Group 
Profit     Rank- 
Margin*   jng 

0.1  1 

-0.1  1 

-0.1         2 


0.2 

t 

t 


Aluminum 

Copper 

Packaging 

6.1 
4.7 
6.2 

t 

1.0 
-0.1 

5 
5 
5 

Telephone  &  Telegraph 

Defense 

Utilities 

7.2 

10.5 

5.7 

-0.2 

-0.5 
-0.1 

5 

6 
7 

Food 

Communications 

Retailing 

4.6 

6.0 
3.1 

t 
-0.6 
-0.1 

8 

9 
9 

Airlines 

Diversified  Metals         - 

Drugs 

4.4 

-  2.6 

0.7 

-0.8 
-0.3 
-0.7 

10 
10 
11 

Elec.  &  Electronics       - 
Rail  Equipment             - 
Forest  &  Paper  Prods.  - 

■  0.9 
3.6 
4.1 

-0.7 
-0.6 
-0.6 

12 
13 
14 

Supermarket  Chains  —10.4 

Capital  Goods  -  5.3 

Chemicals  —  9.0 

Auto  Suppliers  —19.6 

Autos  &  Trucks  —20.1 

Transportation  —18.2 

Building  Materials  -20.2 

Steel  -25.4 

Textiles  —29.9 

Tractors  &  Farm  Equip.  —29.1 


-0.27  14 
-0.8  15 
-1.2      16 


-1.0  17 

-1.2  18 

-2.4  19 

-1.3  20 

-1.2  20 

-1.2  21 

-2.1  22 

ALL  INDUSTRY  MEDIAN       3.1  —0.5 
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81  PRODUCTS  FOR  CONSTRUCTION 


Of  the  many  Porter  products,  8 1  are  manufactured  for  construction 
alone... from  concrete  reinforcing  bars  to  structural  shapes... from 
pipe  fittings  to  hand  tools . . .  from  hose  to  conveyor  belting . . . 
from  fans  to  electric  raceways.  Call  Porter.  Pittsburgh,  Pa. 


H.  K.  PORTER  COMPANY,  INC. 


Are  you  a  "member  of  the  group?" 


Chief  Executive  Officers  used  to  be 
more  relaxed  about  their  car  fleet 
costs.  Usually,  they  delegated  the 
operation  to  "good  old  Joe."  But 
with  today's  rising  costs,  just  try  to 
find  a  "good  old  Joe"  holding  the  job. 
Nowadays  operating  a  car  fleet 


demands  expertise,  and  Chief  Exec- 
utive Officers  know  it.  They've  up- 
graded "good  old  Joe's"  job  to 
Fleet  Administrator.  Look  at  the  size 
of  National  Association  of  Fleet  Ad- 
ministrators, Inc.  membership  and 
you'll  see. 


With  770/0*  of  car  fleet  running 
costs  consisting  of  gasoline  and  oil, 
the  Sinclair  Fleet  Plan  makes  sense. 
The  companies  shown  above  de- 
pend on  it.  Why  not  look  into  it  your- 
self? Be  a  "member  of  the  group!" 

•SOURCE;  Industry's   "pro,"  Al  Cavalli  of  CIT 


MscovER  AMERICA  I  DrivG  wjth  cafG  and  buy  Sinclair. 

BEST  BY  CAR 


Sinclair^ 


Sinclair  Refining  Company 

Fleet  Sales  Division,  600  Fifth  Avenue,  New  York,  N.Y.  10020 
Phone:  212-246-3600.  Ext.  605 
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iMluMi 


Maybe  you  talk  about  taking ; 

when  you  retire.  But,  if  you  don't  plan  now, 

you  may  miss  something. 


•! 


Prudential  understands  that  some 
day  you'll  have  the  time  to  do  the 
things  you've  always  wanted  to  do. 
But  the  question  is— will  you  have 
the  money? 

You  probably  know  what  you'll  have 
coming  to  you  from  Social  Security 
and  perhaps  a  company  pension. 
But  they  may  not  add  up  to  the  kind 
of  retirement  you  want.  You  can 
make  up  the  difference  with  a 
Prudential  Annuity.  A  Prudential 
Annuity  will  guarantee  you  a 
check  every  month  even  if  you 
outlive  Methuselah.  So  you'll 


never  run  the  risk  of  living  longer 
than  your  money. 
Nice  thing,  too,  is  that  a  Prudential 
Annuity  doesn't  have  to  be  watched 
and  worried  over.  Prudential  does 
the  watching  and  worrying  for  you. 
And,  meanwhile,  you've  got  a  nest 
egg  to  borrow  on  if  you  get  in  a  bind. 
Your  Prudential  man  is  an  expert  at 
tailoring  a  Prudential  Annuity  to 
your  income  and  retirement  plans. 
When  it  comes  to  taking  the  money 
worry  out  of  retirement  and  the 
planning  for  it,  Prudential 
understands. 


^The        r.-^       '^ 

Pprudential  , 

MAS    THE 

(strength  of 
gibraltar  , 


THE  PRUDENTIAL  INSURANCE  COMPANY  OF  AMERICA 


Prudential  understands 


If 


9    i 


■^^ 


■^^ 


1 


'rv' 


^- 


■iif 


Not  many  cars  passed  a  Duesenberg, 
if  the  Duesenberg  was  serious  about  it. 


It  cost  anywhere  from  $6,500  to  $25,000. 

And  for  fifteen  years  in  the  1920's  and 
1930's,  the  Duesenberg  was  the  finest,  fast- 
est car  made  in  America.  (It  could  run  all 
day  at  an  honest  130  miles  per  hour,  getting 
up  to  100  in  17  seconds  flat.  Some  pretty 


>^^W  J 


good  cars  today  take  nearly  that  long  to  get 
to  70.) 

The  Duesenberg  engine  was  made  by 
Lycoming.  And  if  you  think  that  name  has 
a  familiar  ring  to  it,  you're  right. 

Avco  Lycoming  reciprocating  engines  to- 
day are  up  front  on  72  different  makes  of 
private  planes  and  helicopters  around  the 
world.  For  instance:  Piper,  Beech,  Mooney, 
Aero  Commander,  Hughes,  Bell. 

Avco  Lycoming  gas  turbines  power  eight 


out  of  ten  U.S.  Army  helicopters.  And  havef 
a  growing  future  at  sea  and  for  driving  a 
considerable  range  of  heavy  industrial 
equipment. 

And  soon,  Avco  Lycoming  air-cooled 
diesel  engines  in  the  4  to  40  horsepower 
range  will  be  turning  the  wheels  on  farmi 
machinery,  construction  equipment,  power-' 
ing  generator  sets  and  irrigation  pumps,     i 

Because  people  who  stake  a  lot  on  thei 
performance  of  engines  think  a  lot  of  us. 


The  engine  people  who  operate  11  radio  and  TV  stations  and  make  personal  loans. 

35.000  people  who  are  m  more  man  a  dozen  expanding   movmg-ahead  businesses    Avco  Corporation.  750  Third  Avenue.  New  York.  New  York  10017.  *"  ««  ■*!  ««««,*,.«...,  ^mni/^^t^r 


An  equal  opportunity  employer. 
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'*Wilh  all  thy  getting  get  understanding" 


Fact  and  Comment 


WHAT'S  WITH   1968? 


What  kind  of  a  year  is  1968  going  to  be? 

I  wish  I  knew. 

With  serious  problems  already  plentifully  apparent,  the 
woods  are  more  full  of  pessimists  about  the  economic  out- 
look than  we've  seen  for  many  years. 

I  ihink  overall  the  year  is  going  to  be  a  good  one  for 
most  businesses.  A  better  one  for  many  in  terms  of  profits 
than  the  year  just  passed.  The  Dow-Jones  averages  a  year 
from  now  will  be  higher  than  they  are  today. 

In  the  course  of  the  next  12  months,  though,  some  real 
boat-rockers  loom.  Concern  for  the  value  of  the  dollar 
among  those  foreign  countries  holding  va.st  fistfuls  of  them 
IS  real  and  growing,  directly  related  to  the  size  of  our  antic- 
ipated budget  deficit  and  the  excess  of  dollar  outflow 
over  intake.  A  continued  run  on  gold  as  a. result  of 
nervousness  about  the  dollar  could  seriously  unsettle  our 
own  foreign  markets,  now  so  important  to  the  earnings  of 
most  major  American  companies. 

Ironically  enough,  the  President's  exaggerated  predic- 
;ion  of  a  $35-billion  budget  deficit  could  result  in  reas- 
surance and  relief  if  it  should  turn  out  to  be  "only"  $10 
billion  or  $12  billion. 


Settlement  of  the  Vietnamese  conflict  would  result  in 
reappraisal  of  the  short-term  outlook  for  many  companies. 
But,  unfortunately,  no  dramatic  change  in  Vietnam  is 
likely. 

The  results  of  our  Presidential  election  will  not  affect 
the  stock  market  or  the  economy  much  or  long. 

Runaway  inflation  today  seems  far  less  likely  than  it 
did  three  months  ago.  The  1968  federal  deficit  will  be  less 
astronomical  than  first  predicted  by  the  President:  this 
"hot"  first  quarter  is  turning  out  to  be  less  hot  than  pre- 
dicted three  months  ago;  Vietnam  spending,  for  the  moment 
at  least,  seems  to  be  leveling  off. 

Handling  the  problems  of  gold,  confidence  in  the  dollar 
and  interest  rates  will  be  tricky  indeed,  but  the  trick  can  be 

turned. 

*     *      *     * 

A  year  ago  I  wrote  on  this  page  about  the  outlook  for 
1967:  ■'Overall,  okay.  The  stock  market  won't  end  up 
lower,  though  a  lot  of  corporate  profits  will." 

For  1968,  I  would  rephrase  that  prediction  a  bit — 
The  stock  market  will  end  up  higher  and  so  will  a  lot  of 
corporate  profits. 


A  LOT  OF  BUNK 


There's  only  one  merit  to  all  the  bull  being  written  by 
those  who  claim  the  assassination  of  President  Kennedy 
was  a  complicated  plot  involving  several  people  and  at 
least  a  couple  of  other  gunmen:  Spinning  these  fantasies 
provides  a  living  for  the  writers,  headlines  for  Garrison-ilk 
politicos  and  hypos  the  newsstand  sales  of  magazines. 

One  of  the  current  paperbacks  in  the  flood  on  the  subject 
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is  entitled  Whitewash. 

They  all  could  be  entitled  more  descriptively— Wo^'wos/i. 


GOVERNOR  KIRK 


Jerk. 
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ARNOLD  TOYNBEE  ON  VIETNAM 

In  a  copyrighted  interview  in  the  December  8  issue  of  Life  Magazine,  famed 
historian  Arnold  Toynbee  made  some  observations  that  it  seems  to  me 
deserve  some  thought  by  thoughtful  Americans.  Here  are  some  excerpts: 


Why  has  not  America  simply  lifted  up  its  poor  minor- 
ity? What  has  prevented  us  from  solving  this  problem? 

America  is  rich  enough  to  raise  its  submerged  poor  to 
the  full  level  of  American  national  life  easily.  If  it  di- 
verted its  money  from  arms,  it  could  lift  a  large  part  of 
the  world,  too.  I  think  this  is  the  tragedy  of  President 
Johnson,  who  came  into  office  meaning  to  be  the  Presi- 
dent who  created  a  Great  Society.  But  LBJ  has  turned 
into  a  war  President  instead.  Why  does  he  stand  for  war? 
Why  does  he  go  on  getting  deeper  and  deeper  into  it? 
Why  do  the  American  people  support  him  in  this? 

Pride  has  something  to  do  with  it.  Pride,  personal  and 
national.  ...  To  tease  Americans  I  often  say,  do  you 
know  what  the  major  point  in  Cornwallis'  career  was? 
"Of  course,"  they  say,  "Yorktown."  Then  I  say  non- 
sense, the  great  point  of  his  career  was  when,  after 
Yorktown,  he  was  appointed  governor-general  of  India 
and  cleaned  up  the  corrupt  British  administration  there. 
Americans  are  always  amazed.  They  think  Cornwallis 
existed  just  to  surrender  to  them  at  Yorktown.  I  was 
interested  to  hear  recently  that  he  went  on  to  write  a 
great  tactical  manual  based  on  what  he  learned  from  his 
defeat. 

The  point  is  that  the  English  are  used  to  failures. 
We've  had  to  face  up  to  Joan  of  Arc  and  to  being  beaten 
by  you  in  the  Revolutionary  War.  Most  countries  except 
the  U.S.  are  conscious  of  having  had  enormous  failures 
.  .  .  and  having  survived.  This  is  rather  healthy. 

De  Gaulle  will  live  in  history  as  a  great  man,  a  bene- 
factor of  the  human  race,  for  having  gotten  France  out 
of  the  Algerian  war.  Many  Americans  think  if  you  admit 
a  mistake  in  Vietnam  .  .  .  you  would  be  finished  in 
world  esteem.  On  the  contrary.  Everyone  was  grateful 
to  France  for  having  saved  the  world  from  the  Algerian 
war.  In  the  present-day  world,  anything  like  the  Algerian 


war  or  the  Vietnam  war  is  not  just  a  local  affair,  it  is  a 
threat  to  the  whole  homan  race. 

Is  it  accurate  to  compare  Vietnam  to  Algeria?  Vietnam  is 
not  an  American  colony. 

Isn't  it?  I  don't  think  you  wanted  to  acquire  it  as  a 
colony.  But  in  a  practical  sense,  it  is  that.  You  just  stum- 
bled into  having  a  colony — with  soldiers  instead  of 
colonists. 

There  is  a  belief  in  America  that  if  we  let  them  have 
Vietnam,  they  will  take  the  next  country,  then  the  next, 
then  the  next  .  .  . 

It  is  true  that  Lenin  had  a  dream  that  Communists, 
once  they  got  hold  of  Russia,  would  form  a  grand  alli- 
ance with  nonwhites  and  colonial  subject  peoples  and 
beat  the  capitalist  minorities  of  the  world.  The  funny 
thing  is  that  the  only  people  who  still  believe  in  Lenin's 
dream  are  Americans. 

The  Yugoslavs  and  then  the  Chinese  have  very  much 
disillusioned  the  Russians  of  this  dream.  My  point  is 
that  we  are  all  nationalists  first  and  Communists  or  cap- 
italists second.  ...  I  think  you  are  up  against  nationalism 
in  Vietnam,  not  communism.  Most  people  don't  care  a 
damn  one  way  or  another  about  communism  or  capital- 
ism. It  means  nothing  to  them.  If  you  are  a  Vietnamese 
peasant,  whether  your  government  is  called  Communist 
or  capitalist — what  difference  does  it  make?  It's  just  a 
good  or  bad  government,  one  way  or  the  other. 

Do  we  not  have  something  to  fear  from  Chinese  nation- 
alism in  Vietnam? 

(Continued  on  page  201) 


JAPAN:  FRIEND  AND  BRIGHT  SPOT 


A  few  days  in  Japan  should  reassure  Americans  that  all 
is  not  woe  in  the  world.  The  island  position  and  economy 
are  similar  to  those  of  Britain,  and  much  is  written  com- 
paring the  two.  Britain's  economy  and  standard  of  living 
keep  declining  while  Japan's  keep  growing,  essentially 
for  one  very  simple  reason — the  Japanese  work  like  hell. 

They  like  America,  admire  American  business  methods 
and  never  stop  striving  to  do  likewise  or  better.  They  are 
one  of  our  biggest  customers  and  we  are  theirs.  On  the 
world  scene  they  are  a  firmly  committed,  reliable  ally. 

One  advantage  Japan  has  in  terms  of  capital  for  develop- 
ment is  that  the  country  spends  relatively  little  on  defense. 


Soon,  however.  Japan  had  better  shoulder  a  larger  burden 
in  aiding  underdeveloped  nations  such  as  Indonesia. 

As  the  Japanese  standard  of  living  has  rocketed,  so  have 
the  problems  of  prosperity.  They,  too,  find  themselves  now  i 
importing  more  than  they  export.  Foreign  things  have 
more  appeal  to  department-store  shoppers  than  domestic 
goods.  The  government  is  deeply  concerned  that  a  by- 
product of  their  well-being  is  increasing  internal  consump- 
tion at  the  sacrifice  of  exports. 

Japans  importance  as  the  only  economically  powerful 
nation  in  the  Far  East  cannot  be  underestimated,  and  the 
value  of  its  firm  friendship  for  the  United  States  is  great. 

—Malcolm  S.  Forbes, 

Editor-in-Chief 
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Munich's  Marienplatz — just  five  minutes  from  a  new  BanS<  of  America  branch. 


Man-on-the-spot®.. in  Munich.  Are  you  engaged  in  a  major 
overseas  expansion?  So  are  we.  Wlierever  new  business  interests 
take  you— from  Europe's  Common  Mari^et  to  Central  America's 
-a  man-on-thespot  from  BANK  OF  AMERICA  is  already 
there  to  help.  For  first-hand  facts  and  local  contacts,  call  on  the 
worldwide  resources  of  Bank  of  America  —  first  in  banking. 


RANK  OF  AMFRirA  ON  THE  SPOT-    San   Francisco    Los  Angeles,  over  400  California   communities:  Amsterdam    .   Antwerp  •    Bangkok  •  Beirut  •    Birmingham  •   Bosota  •    Bombay 
BANK  OF  AMERICA  ON-THE-SPOT.    San   ^'^"^^^^^l^^'-^l^^^^^^^^^  .  ouesseldorf  •  Guam  •  Qt;alemala  City  •  Guayaquil  •  Hong  Kong  •  Karachi  •  Kobe  •  Kuala  Lumpur  •  Lagos  •  Lahor. 


,    '    """"•""  ^•'    '■  -;  ;     .r„,„„  .  Thicaoo.  Cooenhaeen  •  Duesseldorf  •  Guam  •  Guatemala  City  •  Guayaquil  •  Hong  Kong*  Karachi  •  Kobe  •  Kuala  Lumpur  •  Lagos  ■  Lanorc 

ussels     Buenos  *;"/ C^''^"'  =  *  =  '  "    Manila  -MarseTe.  Mexico  City-  Milan.  Munich  •  Ne«  Yor-  City  •  Okinawa  •  Osaka  •  Panama  City  Paris  •  Rio  de  Janeiro  •  Rotterdam  •  Saigon  I 

^T.  ''cV^^^n.1'n=ooe•\vdne?.  Taipei    Teglcig^lp^^^  •  Tokyo  •  Valparaiso  •  Vienna  •  Vina  del  Mar  .  Washington.  D.  0.  •  Yokohama  •  Zurich  .  BAN-  •  -  ^.— iCA  I 

S^TAUA'ter  80  ores  t'hrgrutUat^AFHmTES  AND  CORRESPONDENTS  WORLD-WIDE  •  61967  Bank  o,  America  National  Trust  &  Savings  Association  •  M,  .  | 


Her  box  of  tissues  costs  about  19C 


That's  one  of  the  reasons  why  a 

multi-million-dollar  AUis-Chalmers 

paper  machine  is  such  a 

good  investment 


Paper . . .  disposable  as  a  tissue  . . .  essential  as  your  letterhead 
versatile  as  a  brown  bag.  Don't  give  it  a  second  thought.  Just 
toss  it  away.  But  some  people  do  put  a  lot  of  thought  into  how  to 
make  paper  even  less  expensive  . . .  even  more  versatile.  We  do. 
And  not  just  the  multi-million-doliar  papermaking  machines  we 
build.  Allis-Chalmers  tractors  help  to  plant  and  harvest  the  pulp- 
wood.  Allis-Chalmers  pumps,  kilns,  motors  and  controls  assure 
quality  and  efficiency. 

This  is  the  kind  of  unique  combination  of  capabilities  that  prog- 
ress-making people  throughout  the  world  have  come  to  expect 
from  Allis-Chalmers  ...  in  industry,  agriculture,  construction  and 
space  exploration.  Allis-Chalmers  General  Offices,  Milwaukee, 
Wisconsin  53201. 
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.,  1968  wf//  be  much  better  than  1967.  Yet  the 
ong-run  prosperity  of  steel  remains  a  very  big  question  mark. 
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Photographs  by  Arthur  d'Arazien 


"It  wasn't  automobiles  alone,"  ex-, 
plained  Republic  Steel  Corp.'s  chair-' 
man  Thomas  F.  Patton.  "Housing  was 
was  down  too,  and  so  was  capital  i 
spending,  and  all  of  these  are  big 
customers  for  steel." 

Actually,    shipments    for    steel    de-; 
clined  only  about  6%,  but  with  costs; 
rising  faster  than  prices,  and  with  the 
inherent  leverage  of  the  steel  business, 
industry     profits     probably     dropped' 
close  to  35%    from  the  year  before. 
In  the  Forbes  Yardsticks,  every  com- 
pany   showed    a    declining    earnings 
trend  in  the  latest  reported  12  months 
— except  Kaiser  Steel.  Median  return 
on  stockholders'  equity   for  the  steel 
industry    was    a    not-very-satisfactory 
8.6%   over  the  latest   five   full   years 
Over  the  latest  12  months,  the  return 
dropped  even  lower  to  a  sub-par  7.1%. 

The  new  year,  1968,  looks  brighter 
Currently  steel  demand  is  picking  up 
with  the  economy,  and  steelmen  will  a 
reap  the  full  benefits  of  the  1967  price  § 
increases  which  covered  about  three- 
fourths  of  last  year's  shipments.  As 
more  and  more  of  the  industry's  effi- 
cient new  plant  comes  on  stream,  the 
steady  rise  in  costs  should  at  least 
moderate.  Moreover,  steel's  customers 
will  continue  to  build  up  their  inven- 
tory, at  least  in  the  first  half.  Reason: 
next  summer's  labor  talks  that  could 
well  lead  to  a  strike.  Therefore — for 
good  reasons  and  for  bad — 1968  will 
be  better  than  1967;  it  could  even 
produce   record   earnings   for   the   in- 
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dustry,  at  least  in  the  first  half. 
False  Dawn? 

But  be  careful.  The  1968  brighten- 
ing may  be  a  false  dawn.  From  the 
newest  space-age  metals  through  such 
now-familiar  materials  as  aluminum 
and  plastics,  steel  is  meeting  increas- 
ing competition  for  its  traditional 
markets.  "Even  wars,"  said  Armco 
Steel's  president,  C.  William  Verity 
Jr.,  "don't  chew  up  steel  the  way  they 
used  to.  I  think  only  about  2%  of 
current  steel  production  is  for  Viet- 
nam." 

There  was  much  talk  about  quotas 
on  foreign  steel.  The  Japanese  are 
fast  building  their  already  advanced 
steel  industry  into  an  extremely  effi- 
cient operation.  They  are  planning  for 
far  more  capacity  than  their  own  mar- 
kets can  ever  absorb.  Where's  that 
steel  going?  Said  Chairman  Roger 
Blough  of  U.S.  Steel,  who  described 
himself  as  a  "back-slid  free-trader," 
"It's  obvious,  isn't  it."  This  year  U.S. 
imports  from  Japan  were  up  again, 
and  are  sure  to  grow  in  1968.  'When 
you  take  the  balance  between  what  we 
used  to  import  and  export  I'd  say  that 
this  country  has  lost  a  market  of  al- 
most 15  million  tons  of  steel  over  the 
last  ten-year  period,"  said  Republic's 
Patton. 

Steelmen  who  have  visited  Japan 
have  come  back  impressed  and  wor- 
ried. Said  Bethlehem  Steel  Chairman 
Edmund  F.  Martin,  "Now  the  Japan- 
ese are  fighting  the  war  on  the  eco- 
nomic front  just  as  hard  as  they  fought 
it   on   the   military   front." 

Not  surprisingly,  the  U.S.  steel  in- 
dustry  was   crying   for   protection   in 


the  form  of  quotas.  What  the  industry 
asks  is  that  the  Government  restrict 
imports  to  the  percentage  of  the  mar- 
ket measured  in  tons  that  they  present- 
ly command.  Imports  would  be  al- 
lowed to  go  up  along  with  total 
shipments — but  never  to  have  a  bigger 
market  share  than  they  have  now. 

Reciprocity 

Not  surprisingly,  there  was  strong 
opposition  to  this  steel  industry  de- 
mand for  protection.  For  the  U.S. 
has  become  a  major  trading  nation. 
Unless  it  buys  goods  from  foreign 
nations,  it  can  hardly  expect  to  sell 
them  its  goods,  for  where  are  they  to 
get  the  dollars?  The  whole  principle 
of  reciprocal  trade  is  simple:  You 
lower  your  barriers  to  my  goods  and 
I'll  lower  mine  to  yours.  Thus  any 
moves  to  protect  steel  against  foreign 
competition  tends  to  penalize  the  ex- 
porting business  of  industries  like 
automobiles,  agriculture,  electronics. 

Congress  will  certainly  listen  sym- 
pathetically to  the  steel  industry's  re- 
quests for  quota  protection.  But  not 
as   sympathetically   as   it   might   have 


a  decade  ago.  For  one  thing,  there  will 
be  the  counterpressures  from  other 
industries  that  benefit  from  free  trade. 
And  even  within  steel's  own  ranks, 
Crucible  Steel  President  John  C.  Lobb 
took  a  strong  stand  against  any  steel 
quotas  or  tariffs,  which,  he  warned, 
could  lead  toward  nationalization  of 
the  steel  industry. 

For  steel,  therefore,  there  is  no 
easy  way  out.  Last  year  total  foreign 
steel  imports  into  the  U.S.  jumped  to 
about  11  million  tons  or  11.8%  of  the 
market  as  against  only  3%  a  decade 
ago.  Meanwhile,  U.S.  steel  exports  fell 
to  1 .6  million  tons,  lowest  since  the 
great  Depression.  There  was  no  mys- 
tery about  all  this.  With  more  modern 
plant  and  sharply  lower  wages,  the 
Japanese  are  pricing  steel  as  much  as 
$45  a  ton  under  domestic  producers. 

Despite  all  its  spending — $6.4  bil- 
lion since  1963 — steel  still  ranks  as 
one  of  the  least  profitable  and 
slowest-growing  industries  in  the 
Forbes  Yardsticks.  Significantly,  at 
least  part  of  the  industry  is  now 
moving  toward  diversification  {see 
box  p.  55).  ■ 
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(Companies 

dfe  hstciJ  in  cdch  group  in  order  of  their  performance  througfi  the  latest  available  12  months.) 

GROWTH 

(5-year  compounded  rate) 

PROFITABILITY 

(5-year  average) 

TREND 

(latest  12  months  vs.  2-yea 

r  average) 

Sales 

Group 
Rank- 
Earnings     Ing 

Return       Return       Oper.    Group 
on              on          Profit    Rank- 
Equity       Capital     Margin    ing 

Earnings 
Gain 

Net     Group 
Profit    Rank- 
Margin*    Ing 

Kaiser                           10.2% 
Allegheny  Ludlum            10.7 
National                          6.1 
Crucible                          5.4 

28.8%       1 
11.9          2 

8.2  3 

7.3  4 

National               11.8%      9.7%     19.6%     1 
Inland                  10.2         8.4        20.2        2 
Allegheny  Ludlum  13.5        10.6        13.0        3 
McLouth                9.9         8.2        19.0        3 

Kaiser                          47.8% 
Interlake                   -13.1 
Republic                   —13.7 
Allegheny  Ludlum        —15.6 

1.0           1 
-0.6           2 
-0.4          2 
-0.8          3 

CF&I  Steel                       t 
Interlake                         2.2 
Republic                          3.8 
Bethlehem                       4.7 

35.5         5 
9.9         6 
7.7          7 
4.4          8 

Armco                   9.8         8.5        15.7        4 
Kaiser                  10.7         5.5        19.2        5 
Jones  &  Laughlin     8.9         7.5        16.0        6 
Bethlehem             8.2         7.4        17.0        7 

National                    -16.0 
Granite  City               -24.9 
Inland                       —20.3 
Crucible                    —32.1 

-0.7          3 
-0.9         4 
-1.3         4 
-0.1         5 

Jones  &  Laughlin              3.2 
Armco                             4.4 
Youngstown  Sheet            3.9 
Inland                             5.1 

5.6  9 

3.7  10 
2.7        11 

-0.4        12 

Granite  City           8.2         5.5        20.1        8 
Republic                9.1          7.4        13.2        9 
Youngstown  Sheet  8.2         6.5       15.1      10 
Interlake               7.7         6.4        13.1tt  11 

Bethlehem                 -23.5 
Jones  &  Laughlin         -25.9 
Youngstown  Sheet       —27.4 
Armco                       -27.3 

-1.4         6 
-1.1         6 
-1.4         7 
-1.7         8 

U.S.  Steel                       3.0 
Wheeling                         5.0 
Granite  City                     0.6 
McLouth                      -0.8 

INDUSTRY   MEDIAN                4.2 

2.4        13  ' 

14 
t         15 
-5.5        16 
5.0 

U.S.  Steel               6.6         5.7        17.9      11 
CF&I  Steel             7.4         6.2         7.5      12 
Crucible                7.2         6.1        11.6      13 
Wneeling              def.        def.         6.6      14 

INDUSTRV  MED.       8.6           7.0         15.9 

McLouth                    -28.2 
U.S.  Steel                  -27.5 
CF&I  Steel                 -47.3 
Wheeling                     def. 

INDUSTRY   MEDIAN        -25.4 

-1.3         8 
-1.5         9 
-2.4        10 
def.       11 
-U 

•Gain  or  loss  in  percentage  points. 

tNo  change.    **Profit  to  a  deficit.    ttFour-year  average.    def.-Oeficlt. 
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Electrical  &  Electronics 

It's  a  great  growth  business,  there's  no  doubt  about  that.  But  it 
produces  corporate  results  ranging  from  the  brilliant  to  the  dismal. 


A    BIT  OF   THE   GLAMOUR  WOrC   off   the 

electronics  industry  during  1967.  Color 
TV  was  chiefly  to  blame,  but  there 
were  other  factors — the  shakeout  in 
semiconductors,  for  example.  Then, 
too,  individual  companies  had  indi- 
vidual problems.  General  Electric  un- 
derwent a  major  corporate  realign- 
ment. Fairchild  Camera's  Davidson 
division  (offset  printing)  was  heavily 
in  the  red.  Singer's  acquisition  program 
was  stalled.  Magnavox  had  problems 
with  its  defense  business.  Admiral  was 
in  trouble  in  defense,  too,  and  just 
about  everything  else. 

Blurred  Image 

But  it  was  chiefly  color  TV  that 
caused  the  disillusion,  and  the  color- 
TV  stocks  as  a  group  were  the 
hardest  hit.  Admiral  dropped  from  a 
1966  high  of  67  to  as  low  as  IOVa  , 
Motorola  from  233  to  90.  Even  Zenith 
slumped  from  the  high  80s  in  1966  to 


below  50  last  year  (it  later  recovered 
to  58). 

Instead  of  the  50%  gain  in  color- 
TV  production  that  the  industry  had 
been  predicting,  the  gain  wasn't  more 
than  12%.  That  made  for  a  difference 
of  some  1 .8  million  sets.  The  result 
was  that  manufacturers  overproduced, 
dealers  got  overloaded  and  there  was 
price-cutting.  To  make  matters  worse, 
manufacturers  ran  into  severe  labor 
problems  when  they  tried  to  step  up 
production  in  a  tight  labor  market 
(Forbes,  Dec.  15,  1967).  Admiral  was 
in  the  red  for  the  year  and  Motorola 
was  too,  so  far  as  its  consumer  goods 
division  was  concerned. 

But  all  was  not  gloom.  Radio  Corp. 
of  America  not  only  held  1966's  big 
earnings  gain  but  may  manage  to  top 
it  slightly.  As  a  result,  RCA  easily  out- 
distanced the  other  TV  producers  in  its 
Trend  showing.  This  was  partly  be- 
cause of  continuing  high  profits  from 


the  National  Broadcasting  Corp.  and 
from  newly  acquired  Hertz  Corp.  But 
RCA  also  succeeded  in  bucking  the 
decline  in  color  TV.  It  widened  its 
market  share  to  nearly  32%  from 
about  25%  the  previous  year  {see 
chart  right). 

In  so  doing,  RCA  widened  its  lead 
over  its  closest  competitor  in  TV  sets, 
Chicago's  Zenith  Radio  Corp.  Zenith 
fortuitously  was  unable  to  keep  up 
with  demand,  but  then  suffered  from 
the  fact  that  dealers,  overloaded  with 
rival  brands,  resorted  to  industry-wide 
price-cutting.  Zenith  came  back  sharp- 
ly in  the  third  and  fourth  quarters,  and 
its  return  on  capital  remained  among 
the  highest  in  the  industry.  But  Zenith 
failed  to  overtake  color  pioneer  RCA. 
Overall,  its  market  share  probably  re- 
mained about  23%.  It  was  certainly 
going  to  keep  trying,  but  since  RCA  is 
a  stronger  company  than  it  was  when 
Zenith    passed    it    in    black-and-white 
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(Companies 

are  listed 

in  each  group  in  order  of  their  performance  throi 

jgh  the 

latest  available  12  mon 

ths.) 

GROWTH 

PROFITABILITY 

TREND 

(5-year 

compounded  rate) 

(5-year  average) 

(latest  12  months 

vs.  2-year  average) 

Sales 

Earnings 

jroup 
Rank- 
ing 

Return 

on 
Equity 

Return 

on 
Capital 

Oper. 
Profit 
IMargin 

Group 
Rank- 
ing 

Earnings 
Gain 

Net 

Profit 

Margin* 

Group 
Rank- 
ing 

DIVERSIFIED 

RCA 

Westinghouse 
Allis-Chalmers 
McGraw-Edison 
General  Electric 

10.0% 

6.7 
10.0 

7.9 

9.9 

21.4% 
16.7 
13.5 
16.6 
3.9 

1 
2 
3 
3 
4 

General  Electric    16.1% 
McGraw-Edison      13.1 
RCA                     17.8 
Westinghouse        9.3 
Allis-Chalmers        4.8 

13.0% 

13.1 

12.7 

7.7 

4.7 

12.7% 

12.0 

10.9 

8.4 

6.9 

1 
2 
3 
4 
5 

McGraw-Edison 
RCA 

Westinghouse 
General  Electric 
Allis-Chalmers 

13.6% 

11.3 
-  2.7 
-  8.6 
-47.8 

t 
-0.2 
-0.5 
-1.1 
-1.5 

1 
2 
3 
4 
5 

TELEVISION 

Magnavox _ 
Zenith 
Motorola 
Admiral 

21.2 
16.5 
13.3 
13.1 

20.7 
14.1 
11.5 

tt 

1 
2 
3 
4 

Magnavox             31.7 
Zenith                  23.3 
Motorola              16.4 
Admiral                  6.4 

28.0 

23.3 

13.4 

6.3 

15.0 

14.6 

11.5 

5.6 

1 
2 
3 
4 

Magnavox 
Zenith 
Motorola 
Admiral 

2.4 

1.0 

-38.1 

tt 

-0.7 
-0.8 
-2.3 

tt 

1 
2 
3 
4 

APPLIANCE 

Whirlpool 
Singer 
Sunbeam 
Hoover 

9.3 

9.0 

14.4 

3.4 

9.3 

7.4 

-  1.9 

2.7 

1 
2 
3 
4 

Hoover                 14.1 
Whirlpool             23.0 
Sunbeam              11.4 
Singer                  11.1 

13.3** 
17.2 
11.1 
10.0 

17.2 
12.4 
15.3 
11.6 

1 
1 
2 
3 

Singer 
Hoover 
Whirlpool 
Sunbeam 

8.1 

-   7.1 
-17.4 
-26.8 

-0.1 
-0.6 
-15 
-1.7 

1 
2 
3 
4 

SPECIALTY 

Polaroid                        27.3 
Combustion  Engineering  18.6 
Texas  Instruments           18.0 
Fairchild  Camera             18.0 
Emerson  Electric             15.2 
Con.  Electronics             13.9 
Corning  Glass                 11.0 
Ampex                            9.5 
Babcock  &  Wilcox            12.8 

40.7 
22.2 
19.5 
15.4 
15.1 
11.8 
11.9 
9.7 
9.3 

1 
2 
3 
4 
5 
6 
6 
7 
7 

Polaroid               27.7 
Corning  Glass       21.0 
Emerson  Elec.       18.8 
Texas  Instr.          18.4 
Babcock  &  Wilcox  12.2 
Ampex                 14.6 
Fairchild  Camera   12.6 
Combustion  Eng.  12.0 
Con.  Electronics    11.2 

27.7 
21.0 
18.1 
16.5 
11.6 
10.6 
9.8 
10.8 
10.3 

28.1 
22.4 
15.3 
14.4 
14.6 
13.2 
10.3 
7.0 
10.1 

1 
2 
3 
4 
5 
6 
7 
8 
9 

Polaroid                        40.6 
Combustion  Engineering  25.3 
Emerson  Electric             22.3 
Corning  Glass                   8.1 
Ampex                        —  3.0 
Con.  Electronics               5.9 
Babcock  &  Wilcox             5.0 
Texas  Instruments       —14.6 
Fairchild  Camera          -30.0 

0.3 
-0.1 

0.1 
-0.3 

0.2 
-0.1 
-0.8 
-1.1 
-1.7 

1 
2 
2 
3 
4 
4 
5 
6 
7 

INDUSTRY  MEDIAN 

13.0 

12.7 

INDUSTRY  MED.       14.4 

12.9 

12.6 

INDUSTRY  MEDIAN 

-  0.9 

-0.7 

'Gain  or  loss  in  percentage  points. 

tNo  change.    **Four-year  average.    ttProfit  to 

a  deficit. 

-- 
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back  in  the  late  1950s,  the  two  TV 
giants  are  probably  going  to  have  to 
take  their  future  gains  from  weaker 
competitors  rather  than  from  each 
other. 

The  color-TV  situation  really  clob- 
bered Motorola  and  Admiral — es- 
pecially Admiral.  It  got  into  produc- 
tion with  its  new  18-  and  20-inch  color 
tubes  just  when  business  was  dropping 
off.  Its  dealers  were  backed  up  with  in- 
ventory, and  the  company  had  to  help 
tide  them  over.  Admiral's  share  of  the 
market,  never  very  large,  fell  fur- 
ther. Things  weren't  going  well  either 
in  Admiral's  military  equipment  divi- 
sion (radio  equipment,  radar,  ship- 
board systems),  where  several  con- 
tracts were  running  way  ahead  of  cost 
estimates.  Even  in  duplex  refrigerators 
(big  models  with  side-by-side  refrigera- 
tors and  freezers),  in  which  Admiral 
was  a  leader,  it  was  getting  squeezed 
by  companies  like  General  Electric, 
which,  seeing  the  market  that  Admiral 
had  uncovered,  were  moving  into  the 
better  parts  of  it.  From  a  $9-million 
profit  in  the  first  nine  months  of  1966. 
Admiral  was  $4  million  in  the  red  for 
the  first  nine  months  of  1967. 

Motorola's  problems  weren't  as  bad, 
but  they  were  nearly  as  numerous.  Its 
share  of  the  color-TV  market  dropped 
from  10% -11%  in  1966  to  7% -8%, 
and  the  company  was  beset  with  start- 
up and  labor  problems  at  the  six  new 
or  expanded  plants  it  put  into  opera- 
tion last  year.  The  result  was  red  ink  in 
the  consumer  division.  There  were  also 
cost  problems  in  the  manufacture  of 
artillery  fuses  and  semiconductor  price 
cuts,  and  integrated  circuit  start-up 
costs. 

But  Motorola  is  a  good,  if  some- 
what uneven,  company,  and  it  re- 
mained comfortably  in  the  black  over- 
all. Some  important  reasons  were  its 
immensely  successful  communications 
business  (which  provided  at  least  60% 
of  I967's  profits)  and  semiconductors. 
In  the  latter  field  Motorola  is  running 
.  hard  and  successfully  against  such  big- 
timers  as  Texas  Instruments  and  Fair- 
child  Camera.  Any  company  that  can 
do  so  well  there  should  ultimately  beat 
its  consumer  goods  problems. 

The  color-TV  situation  was  so 
messy  that  even  Magnavox  was  having 
some  trouble.  Magnavox  makes  the 
highest  average  returns  on  capital  and 
on  equity  in  the  business  (see  Yard- 
sticks). One  reason  is  that  it  empha- 
sizes premium-priced  models  in  furni- 
ture-type cabinets.  But  the  customers 
tended  to  pinch  pennies  last  year. 
Some  TV  buying  shifted  to  the  low- 
er-priced sets  pushed  by  Phiico  and 
General  Electric.  Early  in  the  year 
Magnavox  was  putting  on  an  "annual 
sale"  in  color  TV,  an  obvious  way  to 


move  inventory  out  of  showrooms  and 
into  homes. 

Magnavox  lost  heavily  on  its 
FADAC  (Field  Artillery  Digital  Auto- 
matic Computer)  military  contract. 
This  involved  a  digital  computer  to 
detect  enemy  gun  emplacements. 
Conceded  Magnavox  Vice  President 
Robert  H.  Piatt:  "We  took  a  bath." 

During  the  year,  too,  Magnavox 
had  to  revise  its  deal  with  Xerox. 
Magnavox  owns  the  rights  to  the  prom- 
ising Magnafax  Telecopier,  for  trans- 
mitting facsimiles  over  telephone 
wires.  Originally  Magnavox  was  to 
manufacture  the  equipment,  Xerox 
to  distribute  and  service  it.  But  Mag- 
navox ran  into  production  problems 
and  agreed  to  turn  over  most  of  the 
manufacturing     to     Xerox,     retaining 
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What  could  have  been  a  /ree  lor  all  has 
become  a  bitter  two-company  rivalry  lor 
the  color  TV  market.  RCA  and  Zenith  ac- 
count for  a  combined  54%  ol  the  market, 
tar  ahead  of  such  also  rans  as  General 
Electric,  Westinghouse,  Motorola,  Mag- 
navox, Admiral,  Phiico,  and  Sylvanla. 


.  Estimated  share  of . 
Color  TV  Market 


%     »- 


chieflj  royalty  rights.  Profits  remained 
high,  however,  and  while  it  wasn't  a 
happy  year  for  President  Frank  Frei- 
mann,  it  wasn't  dismal  either. 

Nuclear  Power 

Mighty  General  Electric  straddles 
the  entire  electronics  industry,  and 
therefore  has  to  take  the  bad  with  the 
good  every  year.  Business  was  boom- 
ing in  heavy  capital  goods,  and  GE 
was  sold  out  on  atomic  power  plants, 
unable  to  promise  delivery  before 
1973.  Business  was  very  good,  too,  in 
aerospace  and  defense,  but  GE  was 
taking  its  lumps  in  TV.  In  spite  of  the 
over-all  strength  of  its  huge  appliance 
business,  in  recent  years  GE  has  not 
been  a  really  serious  challenger  in  TV 
sets  to  RCA  and  Zenith.  Its  eiforts  to 
broaden  its  share  of  the  color  market 
were  set  back  last  year  by  bad  pub- 
licity about  low-level  X-ray  beams  be- 
ing emitted  by  some  large-screen  sets. 

GE  experienced  a  decline  in  profit 
margins  last  year.  But  earnings,  while 


ahead  of  strike-depressed  1966  were 
still  struggling  to  surpass  the  $3.90  a 
share  of  record  year  1965 — in  spite  of 
a  25%  sales  gain. 

Actually,  however,  GE  was  doing 
better  than  the  published  reports 
showed.  GE  uses  highly  conservative 
bookkeeping.  It  does  not  take  any- 
thing into  earnings  from  its  huge 
utility  equipment  business  until  most 
of  the  work  is  completed.  There  is  a 
long  time  lag,  often  as  much  as  three 
years,  between  starting  on  an  order 
and  taking  it  into  income.  Thus  the 
booking  of  big  new  orders  can  actually 
depress  earnings  for  a  while.  That  is 
what  happened  to  GE  last  year  while 
its  backlog  of  utility  orders  was  at  the 
highest  level  in  history. 

Westinghouse,  like  most  in  the  in- 
dustry, uses  less  conservative  book- 
keeping. As  a  contract  moves  toward 
completion,  Westinghouse  takes  down 
a  proportionate  part  of  the  profits.  A 
new  contract,  therefore,  returns  a  profit 
sooner  for  Westinghouse  than  for  GE. 
Thus,  unlike  GE,  which  was  also  bur- 
dened by  large  computer  losses,  WX 
was  able  to  produce  an  earnings  gain 
in  1966  and  hold  earnings  fairly  level 
in  1967.  This  superior  Trend  show- 
ing, however,  did  not  obscure  the  fact 
that  WX  ranked  far  below  GE  in 
Profitability.  At  7.7%,  WX's  average 
return  on  capital  was  one  of  the  lowest 
in  the  entire  electrical  group.  Why  so? 
In  part  because  about  15%  of  WX's 
volume  is  largely  trading  dollars.  On 
roughly  $400  million  in  appliance 
sales,  the  company  barely  breaks  even. 
WX's  appliance  business  now  is  too 
small  to  make  the  grade  and  too  big 
to  wash  out. 

In  the  biggest  part  of  its  business, 
heavy  electrical  equipment.  WX  did 
have  good  news  for  stockholders  last 
year.  Orders  for  nuclear  power  plants 
really  took  off,  and  WX  got  more  than 
its  share.  Starting  1967  with  barely 
half  as  many  units  on  its  order  books 
as  GE,  WX  ended  the  year  slightly 
ahead  of  GE.  To  a  degree,  WX's 
surge  was  due  to  the  fact  that  it  was 
able,  early  in  the  year,  to  offer  better 
delivery  time  than  GE.  With  WX's 
order  books  bulging  at  year's  end,  this 
advantage  was  largely  gone,  but  Presi- 
dent Donald  Burnham  left  no  doubt  in 
the  trade  that  WX  was  determined  not 
to  take  any  back  seat  to  GE — in  this 
business  at  least. 

The  surge  in  atomic  power  plants 
spilled  over  onto  the  order  books  of 
two  smaller  contenders  in  the  field. 
Babcock  &  Wilcox  and  Combustion 
Engineering.  The  Department  of  Jus- 
tice and  Atomic  Energy  Commission 
had  made  it  clear  they  wanted  to  see 
GE  and  WX  get  more  competition  in 
nuclear  power  equipment.  Both  B&W 
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and  CE  were  happy  to  provide  it.  Be- 
tween them  (as  of  Nov.  1,  1967)  they 
landed  about  30%  of  the  new  orders, 
and  had  on  their  books  about  22%  of 
the  total  plants  ordered.  B&W  ended 
1967  with  a  backlog  up  about  40% 
over  the  year  before  to  $1 .3  billion,  CE 
had  under  $1  billion.  Combustion  En- 
gineering, B&W's  rival  in  boilers  as 
well,  has  grown  faster  recently  and  has 
finally  caught  up  with  B&W  in  profit- 
ability for  the  latest  reported  12 
months. 

McGraw-Edison  has  little  to  do  with 
the  glamour  of  nuclear  energy,  but 
it  is  riding  nicely  on  the  wave  of 
public-utility  spending  all  the  same. 
M-E  doesn't  compete  with  GE  and 
WX  head-on.  Its  strength  lies  in  the 
transmission,  distribution  and  control 
sector  that  includes  off-the-shelf  prod- 
ucts with  no  long  production  lead 
times.  M-E  President  Raymond  H. 
Giesecke  also  does  well  with  consumer 
products,  one-third  of  revenues. 

In  its  quiet  way  McGraw-Edison 
does  very  well.  In  the  diversified  elec- 
trical equipment  group  it  is  second 
only  to  RCA  in  Trend  and  Growth 
and  to  GE  in  Profitability.  Its  return 
on  capital  compares  favorably  with 
that  of  RCA  and  GE  and  surpasses 
Westinghouse's  and  Allis-Chalmers'. 

Allis-Chalmers,  the  fine  old  Mil- 
waukee manufacturer  of  machinery 
and  electrical  equipment,  last  year  ap- 
parently lost  its  battle  to  remain  un- 
married. It  beat  off  an  attempt  by 
James  Ling  of  Ling-Temco-Vought  to 
abduct  it,  but  with  everybody  and  his 
brother  taking  positions  in  its  widely 
dispersed  stock,  Chairman  Robert  S. 
Stevenson  saw  the  handwriting  on  the 
wall.  The  successful  suitor  may  turn 
out  to  be  California's  Signal  Oil  (see  p. 
156),  one  of  the  least  flamboyant  but 


most  constructive  of  the  conglomerates. 

Along  with  color  TV,  semiconduc- 
tors have  been  the  glamour  area  in 
electronics.  Like  color  TV,  semicon- 
ductors were  really  fouled  up  last  year. 
As  a  result,  even  Texas  Instruments, 
blue  chip  of  the  semiconductor  field, 
had  a  poor  year;  this  showed  in  its 
sharply  declining  Trend  figures  in  the 
Yardsticks.  Rival  Fairchild  Camera  & 
Instrument  Corp.  was  even  harder  hit, 
and  shook  up  its  top  management  by 
replacing  John  Carter  with  Richard 
Hodgson. 

The  trouble  was  everybody  wanted 
into  this  fast-growing  field.  To  get  in 
and  stay  in,  companies  were  willing  to 
resort  to  vigorous  price-cutting.  This 
was  especially  true  last  year  when  a 
big  increase  in  capacity  came  at  a  time 
when  business  slackened. 

The  specialty  companies  in  the  elec- 
trical business  showed  mixed  trends 
last  year.  Corning  Glass  Works,  which 
gets  much  of  its  volume  from  glass 
used  in  radio  and  TV  and  other  appli- 
ances, was  hurt  by  the  situation  in 
color  TV;  it  also  was  paying  the  price 
of  entry  into  integrated  circuits 
through  its  Signetics  subsidiary.  While 
Coming's  volume  held  about  level  with 
1966's,  earnings  dropped  about  10%. 

Whirlpool  Corp.  had  a  good  sales 
year,  but  costs  were  rising  faster  than 
prices,  and  so  profits  were  squeezed. 
Added  to  this  were  losses  from  Whirl- 
pool's big-scale  invasion  of  the  TV- 
and-home-entertainment  market.  Its 
TV  company,  Warwick  Electronics,  is 
Sears,  Roebuck's  biggest  TV  supplier 
— and  that  was  good.  But  Warwick 
hadn't  yet  built  up  enough  non-Sears 
volume  to  be  truly  profitable. 

Sunbeam  Corp.,  that  smart  little 
marketer  of  small  appliances,  was  hurt 
by  general  economic  conditions,  high- 


er interest  charges  and  an  expansion 
program  that  had,  temporarily  at 
least,  gotten  ahead  of  sales  growth. 
The  penalty  was  a  sharp  decline  in 
the  Trend  Yardsticks.  The  Hoover  Co. 
suffered  a  much  smaller  decline.  But 
this  Ohio  maker  of  appliances,  even 
under" new  management  since  1966, 
has  been  unable  to  grow.  It  continued 
to  have  the  slowest  earnings  Growth 
figure  in  the  entire  group. 

At  Singer  Co.,  President  Donald  P. 
Kircher  managed  to  keep  earnings  on 
a  gentle  upward  slope,  but  the  com- 
pany's Profitability  remained  subpar, 
about  11%  on  equity;  this  against  a 
median  figure  of  14.4%  for  the  en- 
tire electrical  industry.  Reflecting  this. 
Singer  stock  during  the  year  sold  at  a 
below-average  12  to  14  times  earnings; 
this  low  price/ earnings  ratio  handi- 
capped Kircher's  efforts  to  diversify 
through  acquisition. 

One  of  the  best  Trend  rankings  in 
the  industry  belonged  to  St.  Louis' 
Emerson  Electric.  Its  broad  line  of 
military,  residential  and  commercial 
products  (including  fractional  horse- 
power motors)  scored  its  tenth  straight 
record  year  in  earnings.  The  year  was 
marred  by  the  failure  to  acquire  Dodge 
Mfg.  Reliance  Electric  outbid  Emer- 
son. However,  Emerson  did  make  a 
nice  profit  on  Dodge  shares  it  had  ac- 
quired. Furthermore,  it  managed  to 
acquire  two  others  during  the  year. 

Polaroid?  What  can  you  say  except 
that  its  rating  was  the  best  in  the  en- 
tire group?  Polaroid  has  a  way  of  con- 
founding those  who  predict  it  is  about 
to  slow  down.  It  did  so  again  last  year. 
With  earnings  for  the  full  year  about 
$3.60  a  share,  Polaroid  earned  an 
astounding  33%  on  its  stockholders' 
equity,  one  of  the  ten  best  showings 
among  major  U.  S.  companies.  ■ 


Information  Processing 

For  years  the  computer  business,  except  for  IBM,  has  been  big  on  prom- 
ise, small  on  profit.  Last  year  the  profits  started  following  the  promise. 


Rhapsodic  was  the  word  for  it.  "We 
have  reached  the  promised  land." 
exulted  Auerbach.  Pollak  &  Richard- 
son's M.  James  Arachtingi,  Wall 
Street's  top  computer  analyst.  To  be 
sure,  only  International  Business  Ma- 
chines and  Control  Data  had  computer 
profits  they  could  brag  about.  But  the 
orders  were  literally  pouring  in.  Bur- 
roughs' orders  were  up  71%  over  the 
year  before  through  the  third  quarter. 
Honeywell  was  installing  machines  at 
well  over  its  1966  rate.  And  the 
all-important  rental  pools  of  leased 
computers  were  starting  to  build  up, 
easing  the  cash  drain  that  plagues 
the  rental-oriented  computer  business. 
No  one  doubted  the  giant  size  of 
the  computer  market  waiting  to  be 
tapped,  estimated  to  grow  from  $6 
billion  to  SIO  billion  by  1970.  This 
cheerful  forecast  gave  the  computer 
industry  its  own  particular  glow,  but 
it  also  put  pressures  on  management. 
In  computers  there  are  no  easy  ex- 
cuses like  bad  weather,  economic 
swings  or  capricious  consumers  to 
justify  mediocre  performance.  In  com- 
puters the  game  is  to  mesh  your  tech- 
nical abilities  with  a  tangible  need  in 
the  marketplace.  Easier  said  than 
done,  but  those  that  do  it  well  were 
starting  to  get  handsome  returns. 

Control  Data,  the  Giant  Killer 

Take  Control  Data.  In  1965  and 
1966  it  confronted  IBM  head-on  in  the 
supercomputer    field    (see    Faces,    p. 


176).  Both  companies  made  delivery 
promises  on  their  supercomputers  that 
they  didn't  keep.  To  bigger  IBM,  the 
result  was  only  a  moderate  setback, 
but  to  smaller  Control  Data  it  was  that 
plus  three  deficit-ridden  quarters. 
However,  by  1967  Control  Data  had 
gotten  its  6000  series  monsters  hum- 
ming and  was  installing  them  at  an  es- 
timated rate  of  three  per  month. 

Control  Data's  technical  ability  and 
its  judgment  in  attacking  IBM  in  its 
most  vulnerable  area  have  won  CD 
top  spot  in  the  Forbes  Trend  Yard- 
sticks and  second  spot  in  Growth.  In 
Profitability,  however,  the  full  rewards 
were  yet  to  be  reaped. 

Unlike  Control  Data,  Burroughs'  im- 
pressive earnings  growth  was  not  based 
on  any  sudden  emergence  into  com- 
puter profitability.  As  far  as  computers 
are  concerned.  Burroughs  was  still  los- 
ing money.  But  Burroughs'  rental 
pools  were  building  up  and  pouring 
much  needed  cash  into  the  company. 
And  late  last  month  it  snagged  a  pres- 
tigious $60-million  Air  Force  contract 
from  IBM. 

What  really  made  Burroughs'  recent 
earnings  picture  bright,  however,  was 
its  less  glamorous  accounting  machine 
business.  What  has  kicked  new  life 
into  the  line  is  the  adaptation  of  com- 
puter principles  to  these  smaller  ma- 
chines, upgrading  their  capacity. 

Burroughs  wasn't  the  only  company 
to  go  into  computers  via  office  equip- 
ment.   National    Cash    Register    went 


much  the  same  route  but  with  more 
caution.  Considering  that  it  was 
involved  in  an  explosive  new  field, 
NCR's  stability  over  the  last  few  years 
has  been  remarkable.  As  President  R. 
Stanley  Laing  put  it:  "We  have  had  a 
long-range  plan,  and  each  step  has 
been  calculated."  So  calculated  in  fact 
that  since  1962  return  on  equity  has 
never  varied  more  than  a  few  tenths  of 
a  percentage  point  from  9.5%,  and 
pretax  operating  profit  margin  stabil- 
ized in  the  range  of  14.5% . 

NCR  brought  to  the  market  a 
couple  of  good  sellers  in  the  low-  and 
medium-price  field.  But  realizing  it 
needs  an  additional  line  of  machines, 
it  will  announce  a  new  series  by  mid- 
1968.  Will  NCR's  caution  produce  a 
line  superior  to  those  on  the  market 
now?  Or  will  its  late-starting  line 
merely  equal  its  competitors'  models? 
The  answer  will  have  an  important 
bearing  on  NCR's  future  position  in 
computers.  In  any  case,  NCR's  strong 
overseas  and  U.S.  marketing  organiza- 
tion assure  it  a  solid  position. 

Part  of  NCR's  relatively  low  show- 
ing in  the  Forbes  Yardsticks  was  due 
to  accounting  techniques  as  conserva- 
tive as  any  in  the  industry.  Like  any 
computer  company,  NCR  has  the 
problem  of  most  of  its  machines 
going  out  on  rental.  Instead  of  receiv- 
ing, say,  a  lump  sum  of  $218,000  for 
its  315  system  at  the  time  of  sale,  it 
receives  a  rental  of  perhaps  $4,600 
per  month  over  the  next  few  years. 


YARDSTICKS  OF  PERFORMANCE:  Information  Pracesslng 

(Companies  are  listed  in  each  group  in  order  of  their  performance  through  the  latest  available  12  months  ) 


GROWTH 

(5-year  compounded  rate) 


Sales 

Xerox  40.4% 

Control  Data  47.6 

Burroughs  5.3 

SCM  11.2 

IBM  14.1 

Sperry  Rand  4.4 

Moore  11.2 

Honeywell  12.0 

Addressograph-Multi.  13.6 

National  Cash  Register  10.6 

INDUSTRY   MEDIAN  11.6 


ite) 

Group 

Rank- 

Earnings 

ing 

41.2% 

1 

36.3 

2 

24.4 

3 

15.7 

4 

13.0 

5 

19.8 

5 

14.0 

6- 

7.4 

7 

3.5 

8 

6.1 

9 

14.9 

PROFITABILITY 


(5-year  average) 


Xerox 
IBM 
Moore 
Addresso. 


Multi. 


Honeywell 
Control  Data 
Burroughs 
National  Cash 
Sperry  Rand 
SCM 

INDUSTRY  MED. 


Return 

on 
Equity 

47.4% 

21.5 

18.1 

14.4 

14.9 

10.3 

11.5 

9.4 

9.3 

9.1 
13.0 


Return 

on 
Capital 


Oper.  Group 
Profit  Rank- 
Margin     ing 


26.6% 

45.6% 

1 

17.4 

40.7 

2 

18.1 

19.4t 

3 

14.2 

16.1 

4 

11.3 

15.4 

5 

8.0 

21.8 

6 

8.7 

13.1 

/ 

7.9 

14.5 

8 

6.7 

11.3 

9 

7.3 

9.4 

10 

10.0 

15.8 

TREND 

(latest  12  months  vs.  2-year  average) 


Control  Data 
Burroughs 
Sperry  Rand 
Moore 


Earnings 
Gain 

145.4% 
35.0 
25.8 
16.6 


Xerox  26.8 

IBM  16.3 
National  Cash  Register    10.3 

SCM  6.5 

Honeywell  1-1 

Addressograph-Multi.  —18.1 

INDUSTRY   MEDIAN  16.5 


Net  Group 
Profit  Rank- 
Margin*    Ing 


1.8 

1.5 

0.5 

0.1 

-1.0 

-0.8 

-0.1 

-0.1 

-0.9 

-2.3 

-0.1 


1 
2 
3 
4 

5 
6 
6 
7 
8 
9 


•Gain  or  loss  in  percentage  points.     fTwo-year  average. 
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THE  UNEUP 


LackJng  IBM's  tremendous  strengths,  its  rivals  in  computers  have  not  tried  to  blanket  the  marjfet.  Each  has  tended  to  concen- 
trate Its  strengths  in  one  particular  segment  or  segments  of  the  line.  One  shrewd  observer  has  likened  the  situation  to  a  football 
match,  with  a  model  of  IBM's  360  covering  every  position  against  a  diverse  opposing  team.  (The  illustration  below  Is  not  to  be 
taken  literally.  It  does  not  show  every  model  ot  every  company;  only  those  which  seem  to  offer  serious  competition  to  IBM.) 
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But  besides  this,  NCR  depreciates  its 
machines  via  a  sum-of-the-year's-digits 
method,  which  hits  profits  hardest  in 
the  year  of  sale.  It  also  expenses  all 
marketing  and  research  costs  rather 
than  spreading  them  over  the  life  of 
the  lease. 

Bookkeeping  can,  of  course,  have 
the  opposite  effect:  It  can  brighten  an 
earnings  picture.  In  1966  Honeywell 
adopted  a  sale-leaseback  plan  where  it 
sold  many  of  its  leases.  The  effect  was 
to  boost  1966  and  first-half  1967  earn- 
ings a  total  of  83  cents  per  share, 
transferring  future  profits  to  net  in- 
come. In  the  third  quarter  of  1967, 
when  Honeywell  abandoned  this  plan, 
earnings  per  share  promptly  fell. 

Honeywell's  earnings  picture  for 
1967  was  not  exciting,  but  part  of  the 
reason  was  an  increasing  volume  of 
low-profit  defense  work  and  the  slow- 
down in  housing  construction.  As  for 
computers,  the  momentum  Honeywell 
established  in  1964,  when  it  was  the 
first  company  to  successfully  assault 
IBM's  1401  line,  was  still  continuing. 
"Our  domestic  operation  is  profitable 
today  even  without  the  benefit  of  the 
sale-leaseback  plan."  said  Chairman 
James  H.  Binger. 

Though  Honeywell  does  not  rank 
high  in  the  Yardsticks,  it  is  probable 
that  Honeywell  has  made  more  off  its 
computer  business  than  its  diversified 
competitors  General  Electric,  RCA 
and  Sperry  Rand.  Wide  diversification 
seems  to  have  been  a  hazard  in  the 
commercial  computer  business  rather 
than  an  asset.  It  is  noteworthy  that  of 
the  four  diversified  companies  in  the 
computer  business  only  Honeywell 
has  placed  computers  under  the  per- 
sonal direction  of  its  chief  executive. 


But  if  experience  suggests  that  di- 
versified companies  have  not  generally 
itioved  skillfully  into  the  computer 
market,  indications  are  that  good  man- 
agement can  learn  from  experience.  At 
Sperry  Rand,  for  example,  there  is 
increasing  evidence  that  Univac  is 
really  on  the  track  now.  Even  with  a 
contract  cancellation  in  the  June  quar- 
ter that  lowered  earnings  21  cents  per 
share.  Sperry  Rand  ranked  third  in  the 
Trend  Yardsticks.  By  the  end  of  the 
September  quarter  Chairman  J.  Frank 
Forster  was  fulsome  in  his  praise  of 
Univac's  contribution  to  earnings. 

Attacking  from  the  Flanks 

Part  of  Forster"s  strategy  has  been 
to  set  up  Univac's  divisions  on  a  prof- 
it-center basis.  Besides  this,  Univac  is 
focusing  on  the  lower  end  of  the  mar- 
ket and  the  time-sharing  area  rather 
than  battling  it  out  with  IBM  across 
the  board  (.see  chart).  "We  are  hitting 
hard  at  both  ends  of  the  line,"  says 
Univac  marketing  head  George  J. 
Vosatka,  "and  we  will  move  into  the 
medium-sized  area  as  we  go." 

Both  Univac  and  RCA  have  adopted 
a  "me-too"  strategy  with  their  newest 
computers,  making  them  almost  identi- 
cal to  program  with  IBM's  360  line. 
Such  a  strategy  substantially  cuts  edu- 
cational and  reprogramming  costs.  In 
addition,  it  meets  the  requirements 
of  the  multicomputer  customer  who 
might  prefer  to  play  two  computer 
companies  off  against  each  other 
rather  than  buying  only  from  IBM. 

RCA,  however,  brought  out  a  full 
family  of  computers  in  an  attempt  to 
meet  IBM  across  the  board.  Now  it 
is  focusing  its  efforts  in  the  medium- 
computer   area,   and  is   marketing   to 


selected  groups  like  utilities. 

RCA  rival  GE  (both  are  ranked  on 
page  44  in  the  electrical  industry  sec- 
tion) has  shown  strength  in  the  indus- 
trial process  control  computer  area. 
But  in  commercial  data  processing 
there  has  been  such  a  raft  of  prob- 
lems that  marketing  man  J.  Stanford 
Smith,  appointed  to  head  up  the  com- 
puter effort  last  spring,  will  have  his 
hands  full  solving  them.  GE  has 
missed  the  medium-  and  low-priced 
markets,  and  its  entry  into  the  large- 
scale  market  has  been  beset  with  tech- 
nical problems.  Forbes  estimates  that 
GE's  computer  operating  losses  do- 
mestically are  running  at  a  rate  of  $30 
million  a  year  (after  taxes)  and  about 
the  same  overseas.  Altogether  GE  has 
probably  lost  $200  million  in  its  com- 
puter operations. 

The  question  for  GE  now  is:  Which 
direction  should  it  go?  The  common 
denominator  of  the  General  Electric 
line  is  its  time-sharing  capacity.  Will 
GE  intentionally  reduce  its  over-all 
commitment  to  computers,  focusing 
its  efforts  on  the  utility  time-sharing 
market?  Such  a  program  would  prob- 
ably reduce  GE's  prospective  share  of 
the  1970  computer  market,  but  could 
cut  losses  substantially. 

For  IBM,  the  growth  of  the  industry 
is  synonymous  with  the  growth  of  the 
company.  IBM  does  not  score  highly 
in  the  Growth  and  Trend  figures  sim- 
ply because  IBM  long  ago  achieved 
the  rate  of  growth  that  the  other  com- 
panies may  just  be  reaching.  The  360 
line,  which  dared  to  make  every  piece 
of  IBM  equipment  in  the  field  obso- 
lete, has  been  a  resounding  success  and 
will  give  IBM  a  firm  base  with  which 
to  start  upgrading  its  customers  with 
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machines  that  are  bigger  and  faster. 
Even  the  apparently  ominous  gaze 
of  the  Justice  Department  which  is  re- 
portedly scrutinizing  the  monopoly  im- 
plications of  IBM's  70'^c  share  of  the 
market,  may  well  be  no  more  than  a 
scrutiny.  For  one  thing,  it  is  not  really 
clear  that  IBM  competitors  want  Jus- 
tice Department  interference  in  the 
industry.  With  its  high  profits,  IBM 
provides  a  pricing  umbrella  for  the 
industry,  which  protects  less  profitable 
competitors.  If  there  were  no  IBM  to 
support  a  strong  and  stable  price 
structure,  competition  might  become 
cutthroat. 

Strength  in  the  Center 

IBM's  strong  position  in  the  all-im- 
portant center  of  the  market  is  causing 
some  of  its  competitors  to  attack  on 
the  flanks.  Some  are  trying  to  sell  small 
customers  their  first  computers,  others 
are  trying  to  beat  IBM  to  the  yet 
undeveloped  time-sharing  and  super- 
computer markets. 

As  the  chart  on  page  48  shows, 
IBM  has  moved  its  1401  line,  which 
formerly  dominated  the  middle  of  the 
computer  market,  into  the  lower  end 
to  help  protect  its  lead  there.  It  is 
probably  developing  a  small  360 
(model   10)   for  this  market. 

In  the  upper  end,  IBM  has  intro- 
duced its  models  67  and  90,  but  neither 
is  presently  adequate  to  insure  IBM's 
command   of   the   large-scale   market. 

IBM's  dominance  in  computers  is 
matched  by  Xerox  in  the  copying 
field.  Both  have  market  shares  larger 
than  all  their  competitors  combined. 
As  the  Yardsticks  also  show,  both  are 
by  far  the  most  profitable  companies 
in  their  fields. 


The  copying  market,  however,  is 
different  from  the  computer  market. 
For  one  thing,  entry  is  easier  in  cop- 
iers. At  least  40  companies  have  found 
that  copying  machines  are  relatively 
simple  to  build  and  can  tie  in  nicely 
with  their  established  marketing  struc- 
tures. 

More  important  for  Xerox,  how- 
ever, is  the  fact  that  the  copying  mar- 
ket may  soon  be  saturated.  Xerox' 
response  has  been  to  shift  its  sights 
to  the  duplicating  (over  15  copies  per 
original)  market.  It  has  brought  out 
a  2400  series,  and  a  3600  (both  named 
for  the  number  of  copies  per  hour) 
is  in  the  works. 

But  the  duplicating  market  has  es- 
tablished— well-established — competi- 
tors in  it.  As  a  result,  2400  sales  did 
not  move  as  briskly  as  hoped.  On  top 
of  this,  copier  usage  lagged  last  year. 
The  result  was  that  Xerox'  earnings 
per  share  dipped  for  two  consecutive 
quarters,  putting  Xerox  in  fifth  place 
in  the  Trend  ratings. 

Part  of  the  resistance  to  Xerox' 
entry  into  duplicating  was  provided  by 
Addressograph-Multigraph,  the  king 
of  the  duplicating  market.  But  A-M 
was  having  problems  of  its  own  last 
year.  Aware  of  approaching  competi- 
tion in  duplicating,  A-M  had  countered 
in  1963  by  buying  Charles  Bruning  Co. 
Developing  an  across-the-board  copy- 
ing and  duplicating  capability,  A-M 
logically  reasoned,  was  the  best  way  to 
counter  the  coming  competition  in  its 
duplicating  field. 

But  the  Bruning  3000  copier  was  not 
a  success,  and  all  during  1967  A-M 
was  faced  with  the  results,  in  re-engi- 
neering costs  and  high  maintenance 
expenses.  All   this  added  up  to  give 


A-M  an  earnings  setback,  and  it  placed 
last  in  the  Trend  Yardsticks. 

While  many  companies  have  found 
information  processing  so  appealing 
that  they  are  moving  into  it,  SCM 
Corp.  is  using  its  strong  base  in  office 
equipment  to  move  into  other  fields. 
Last  year  President  Emerson  E.  Mead 
capped  a  series  of  acquisitions  by  buy- 
ing Glidden  Co.,  a  paint,  chemical 
and  food  company  with  larger  sales 
than  SCM.  Mead  seeks  bigness  for  its 
own  sake.  But  he  also  appears  to  be 
setting  a  course  toward  bringing  some 
of  the  developments  in  office  equip- 
ment to  the  consumer.  Already  SCM 
is  the  largest  seller  of  portable  type- 
writers and  one  of  its  most  successful 
copiers  is  a  coin-operated  machine. 
Besides  this.  Mead  reminds  people 
that  paper  is  the  primary  medium  for 
transferring  information.  Thus,  he 
argues,  Glidden,  with  its  chemical 
knowledge,  and  the  recent  Allied  Pa- 
per acquisition,  all  tie  together. 

One  company  that  has  already  prof- 
ited greatly  from  paper  has  been 
Toronto-based  Moore  Corp.  Moore's 
high  profitability,  third  in  the  Yard- 
sticks, comes  from  one  simple  fact: 
Like  IBM  and  Xerox,  it  has  concen- 
trated on  a  single  market — in  Moore's 
case,  business  forms.  Fully  90%  of 
Moore's  sales  comes  from  business 
forms,  and  the  company  gives  no  in- 
dication of  wanting  to  do  anything 
else  or  worrying  about  those  who  may 
want  to  jump  into  the  business. 

Moore,  like  more  glamorous  IBM 
and  Xerox,  can  afford  to  be  confident. 
After  all,  like  IBM  and  Xerox,  it  is 
No.  One  in  its  part  of  information 
processing,  the  fastest-growing  indus- 
try in  the  country.  ■ 


Big  Package.  From  this  superconsole  is  run  Burroughs         Britain.  Costing  $32  million,  it  will  link  the  2500  offices 
Corp.'s  new  supercomputer,  the  B8500.  Early  this  year         of  Britain's  Barclay  Bank   to  their  London  headquar- 
U.S.  Steel  is  taking  the  first  commercial  delivery  of  one         ters.  But  with  supercomputers  can  come  superproblems 
of  these  machines,  but  the  biggest  sale  to  date  is  in         — as  IBM  and  Control  Data  have  learned  to  their  cost. 
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Defense 


Fortunately  for  some  aerospace  companies,   Defense  Depart- 
ment spending  picked  up  last  year  as  NASA  spending  peaked  out. 


The  defense  industry,  thanks  to  the 
combined  thrust  of  Vietnam  and  the 
space  program,  moved  along  at  a 
fast  chp  last  year.  As  National  Aero- 
nautics &  Space  Administration  spend- 
ing began  to  peak  out,  the  Department 
of  Defense  pumped  an  additional  $5.6 
billion  into  prime  contracts,  almost 
40%  for  aircraft.  Booming  demand  for 
commercial  jets  helped  plenty,  too. 

The  result  was  an  industry  sales 
jump  from  about  S24  billion  to  $26 
billion.  Not  everyone  shared  equally 
in  this  bounty,  of  course:  and  while 
nine  of  the  defense  contractors  on 
Forbes'  list  lifted  per-share  earnings, 
only  two  showed  improved  profit 
margins  in  the  most  recently  reported 
12  months  vs.  1965-66. 

That  was  a  distinct  switch:  for  prof- 
it margins  had  been  inching  up  for 
almost  five  years.  The  new  trend  prob- 
ably marks  the  end  of  a  transition  pe- 
riod in  which  the  Pentagon  has  been 
shifting  from  cost-plus-fixed-fee  to 
more  profitable  (if  somewhat  riskier) 
incentive  contracts.  That  done,  the 
prospect  is  for  little  further  improve- 
ment in  profit  margins  this  year,  either. 

Two  by  Two 

That  does  not  go  for  McDonnell 
Douglas,  of  course,  whose  merger 
made  it  the  nation's  top  defense  con- 


tractor for  fiscal  1967,  with  an  arm- 
lock  on  prime  jobs  totaling  $2.1  bil- 
lion. Since  both  companies  in  fiscal 
1966  controlled  contracts  worth  a  total 
of  only  $1  billion,  it  was  clear  that 
the  merger  carried  with  it  the  seeds 
of  internal  growth.  Before  the  merger, 
McDonnell's  backlog  and  billings 
were  almost  entirely  military,  Douglas' 
predominantly  civilian.  Hence  the 
consolidation  gave  the  combined 
company  a  nice  commercial-defense 
balance. 

Much  the  same  reasoning  lay  be- 
hind the  blending  of  North  American 
Aviation  (over  95%  government 
sales)  with  Rockwell-Standard  (only 
13%  of  gross).  The  script  called  for 
offsetting  "the  uncertainties"  of  North 
American's  defense  contracting,  while 
giving  Rockwell  entry  into  the  "mar- 
kets of  tomorrow." 

North  American  Rockwell's  target 
return  on  equity  is  15%,  a  figure 
wholly  consistent  with  both  compa- 
nies' past  performance.  But  last  year 
was  no  ordinary  year  for  either  North 
American  or  Rockwell.  On  a  pro 
forma  basis,  combined  earnings  per 
share  declined,  and  so  did  return  on 
both  sales  and  equity.  The  tragic  fire 
that  snuffed  out  the  lives  of  three 
Apollo  astronauts  at  Cape  Kennedy 
badly  damaged  NAA's  reputation  and 


may  have  been  one  of  the  reasons  why 
it  lost  a  substantial  Apollo  Appli- 
cations contract.  NAA  still  has  plenty 
of  work  on  hand — its  backlog  was  up 
to  $975  million  early  last  year.  But 
the  declining  volume  of  space  work 
and  lower  margins  on  fixed-price  con- 
tracts compressed  earnings. 

The  Rockwell  side  was  having  its 
problems,  too,  mainly  because  Detroit 
was  selling  fewer  autos  and  hence  buy- 
ing fewer  auto  parts.  The  United  Auto- 
mobile Workers  strike  at  Ford  also 
hurt  Rockwell,  and  so  did  start-up  costs 
at  a  new  $40-million  axle  plant. 

McDonnell  Douglas  Chairman 
James  S.  McDonnell  likes  to  think  of 
his  merger  as  "synergistic" — a  two- 
plus-two-equals-five  approach.  So  far, 
however,  it  has  solved  Douglas"  finan- 
cial problem  only  by  diluting  McDon- 
nell's profitability  which,  pre-consoli- 
dation,  was  among  the  best  in  the 
business.  Straightening  out  Douglas" 
assembly  problems  promises  to  be  a 
long  uphill  fight.  In  the  first  nine 
months  of  last  year  McDonnell  Doug- 
las ran  a  net  deficit  of  $15.4  million, 
excluding  a  $2.9  million  investment 
gain.  But  in  the  third  quarter  there  was 
a  bare  break-even  profit  of  $605,399. 
That  pin-prick  of  light  at  the  end  of 
the  tunnel  was  hopeful  enough  for 
Chairman    McDonnell    to    predict    a 
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vs.  2 -yea 

r  average)            j 

Group 

Return       Return       Oper.    Group 

Net 

Group 

Rank- 

on             on          Profit    Rank- 

'arnings 

Profit 

Rank- 

Sales 

Earnings 

ing 

Equity       Capital      Margin     ing 

Gain 

Margin* 

ing 

Grumman  Aircraft           21.0% 

26.1% 

1 

Gen.  Dynamics        31.1%     13.8%     6.9%     1 

Collins  Radio 

54.4% 

0.7 

1 

Collins  Radio                  15.0 

25.7 

2 

Lockheed               21.1        19.8        6.1        2 

Curtiss-Wright 

52.7 

1.6 

1 

United  Aircraft               11.9 

21.7 

3 

Northrop                12.5        11.6        7.7        3 

Raytheon 

36.0 

-0.1 

2 

General  Precision            16.3 

14.7 

4 

Grumman               21.2        18.5        5  8        4 

Northrop 

12.6 

t 

3 

Boeing                            8.8 

16.7 

5 

Bendix                    9.2          9.2        8.2        5 

General  Dynamics 

13.7 

-0.5 

4 

Raytheon                         9.6 

13.4 

6 

United                   11.2          9.5        7.2        5 

Bendix 

11.9 

-0.3 

5 

Bendix                           10.1 

10.6 

7 

Boeing                   16.0        12.9        6.0        6 

General  Precision 

10.7 

-0.2 

5 

Curtiss-Wright            -  5.0 

10.3 

8 

Gen.  Precision          9.1          7.4        8.1        7 

Lockheed  Aircraft 

-  1.4 

-0.1 

6 

General  Dynamics             3.2 

9.9 

8 

Newport  News          8.4         8.4        7  9        8 

Grumman  Aircraft 

10.3 

-2.9 

7 

Lockheed  Aircraft             3.6 

8.3 

8 

Curtiss-Wrlght          5.3          5.3        9.0        9 

United  Aircraft 

1.7 

-0.7 

7 

Northrop                          8.8 

6.4 

9 

Raytheon                 9.7         8.4        6.4        9 

Boeing 

-14.6 

-0.7 

8 

McDonnell  Douglas         16.1 

tt 

10 

Collins  Radio            9.6          7.2        6.7      10 

Newport  News 

-21.1 

-0.6 

8 

North  Amer.  Rockwell        3.5 

3.8 

11 

McDonnell 

North  Amer.  Rockwell 

-23.8 

-0.5 

8 

Newport  News                   2.1 

-5.1 

12 

North  Amer.               * 

McDonnell  Douglas 

Tt 

tt 

9 

INDUSTRY  MEDIAN                 9.2 

10.5 

INDUSTRY  MED.          10.5             9.4           7.1 

INDUSTRY  MEDIAN 

10.5 

-0.5 

•Gain  or  loss  in  percentage  points. 

tNo  change.     "Not  ranked;  insufficient  data  because  of  recent  merger 

s.     tfProfit  to  a  deficit. 
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"profit  in  each  succeeding  quarter." 
Expanding  Family 

The  big  competition  for  the  Douglas 
DC-9  is  the  Boeing  short-to-medium 
range  jet  entry,  the  737.  Boeing,  its 
hands  full  with  brisk  demand  for  its 
707  and  727  transports,  is  about  two 
years  behind  Douglas  on  the  short- 
range  craft  and  even  further  behind 
British  Aircraft  Corp.s  BAC-1 11. 

Last  year,  apparendy  because  of 
structural  and  performance  problems, 
Boeing  announced  that  737  deliveries 
scheduled  for  this  year  would  run  30 
to  60  days  late,  though  it  hoped  to 
make  up  the  lag  by  the  end  of  this 
year.  Because  it  is  late  getting  to  mar- 
ket, the  737  has  to  be  competitively 
priced  and  will  probably  yield  lower 
manufacturing  margins  than  either  the 
707  or  the  720,  both  of  which  had 
price  hikes  last  year. 

Boeing  can  use  all  the  margin  stiff- 
eners  it  can  find  because  of  the  ambi- 
tious development  program  that  also 
includes  the  monster  747;  the  757,  a 
"junior  jumbo"  intended  to  compete 
with  Lockheed's  L-1011  and  Douglas' 
EXT- 10;  and  of  course  the  U.S.  super- 
sonic transport.  Boeing's  conservative 
practice  of  writing  otT  development 
costs  as  they  occur  will  continue  to 
penalize  the  sizable  profits  generated 
by  the  tried-and-true  older  models. 

For  all  the  uncertainties  Boeing 
faces  in  carrying  a  full  family  of  jets, 
however,  the  product  mix  suggests 
that  the  company  has  a  better  chance 
than  ever  before  of  upgrading  its 
earnings  curve.  In  1961  comparative- 
ly low-profit  government  orders  ac- 
counted for  about  50%  of  backlog. 
Starting  this  year  Boeing  had  unfilled 
orders  of  more  than  $5.8  billion 
(the  equivalent  of  better  than  two 
years'  sales),  of  which  87%  was  com- 
mercial. 

Boeing's  Beneficiaries 

Two  of  the  biggest  beneficiaries  of 
<he  boom  in  commercial  aviation  gen- 
erally— and  Boeing  in  particular — are 
United  Aircraft  Corp's.  Pratt  &  Whit- 
ney division  and  Northrop  Corp.  P&W 
provides  engines  for  the  Boeing  fam- 
ily of  jets  (as  well  as  the  Douglas  DC- 
8  and  DC-9  and  a  galaxy  of  military 
craft),  while  Northrop  has  long  been 
a  major  supplier  of  airframe  assem- 
blies to  the  company,  up  to  and  in- 
cluding the  747  and  the  supersonic 
transport.  As  a  consequence,  United's 
sales  of  $2  billion  last  year  were 
62%   higher  than  in   1964. 

However,  said  United's  Chairman 
H.M.  (Jack)  Horner,  "On  earnings 
I'm  not  happy."  He  predicted,  though, 
that  better  things  were  in  store,  with 
sales  stabilized  "at  just  above  the  1967 


F-5  Freedom  Fighters:  Billings  for  military  aircraft  soared  . 


rate  for  at  least  the  next  two  or  three 
years."  He  continued,  "We  can  now 
move  to  shake  down  our  new  plants 
and  equipment  and  particularly  to  sea- 
son our  labor  force,"  since  about  half 
of  United's  hourly-rated  workers  have 
less  than  two  years  on  the  job. 

Engines  have  become  increasingly 
profitable  to  United  as  its  sales  mix 
shifted  from  80%  government  (in 
1962)  to  around  60%  last  year,  while 
its  backlog  was  growing  from  $1  bil- 
lion to  about  $2.8  billion.  But  United 
will  still  have  to  do  some  scrambling 
in  the  years  ahead.  For  six  long 
years  P&W  had  aced  its  prime  com- 
petitor. General  Electric's  Flight  Pro- 
pulsion Division,  out  of  the  commer- 
cial jet  market.  Last  year  GE's  turn 
to  crow  came  when  it  beat  P&W 
out  in  the  competition  for  the  SST 
engines.  Not  only  were  potential  or- 
ders \vorth  as  much  as  $2.8  billion  at 
stake,  but  the  winner  may  hold  the 
propulsion  key  to  the  next  generation 
of  supersonic  planes. 

Northrop  was  scheduled  to  begin 
delivery  of  747  assemblies  to  Boeing 
late  last  month.  The  buildup  will  be 
slow,  adding  about  $10  million  to  sales 
this  fiscal  year,  but  substantially  more 
in  1969  ($50  million)  and  1970  ($150 
million ) .  The  cost  of  entry  is  not  small. 
According  to  Chairman  Tom  Jones. 
Northrop  will  have  an  investment  of 
better  than  $125  million  in  the  747  at 
the  peak  of  the  buildup. 

Aircraft  generate  about  45%  of 
Northrop's  sales,  and  its  returns  have 
been  among  the  best  in  the  business 
(see  Profitability  Yardsticks),  thanks 
in  good  measure  to  the  long  produc- 
tion runs  it  has  got  out  of  the  F-5 
Freedom  Fighter,  flown  by  the  armed 
forces  of  more  than  a  dozen  nations, 
and  its  plainer  cousin,  the  T-38  super- 
sonic trainer,  used  primarily  by  the 
U.S.  Air  Force.  At  last  report  it  looked 


very  much  as  though  production  of 
the  F-5  would  continue  at  least 
through  1971  and  the  T-38  through 
1969.  Both  planes  are  assembled  on 
fixed-price  contracts  that  give  North- 
rop 25%  more  than  its  usual  margin 
on  sales. 

For  this  fical  year  (through  July  31 ) 
Chairman  Jones  is  predicting  an  11% 
gain  in  earnings  (to  around  $14  mil- 
lion) on  a  sales  increase  of  only  6.4% 
(to  about  $500  million),  with  much  of 
the  improvement  expected  to  come 
from  electronics  and  communications 
equipment.  Northrop's  sales  growth 
has  been  comparatively  slow,  but  it 
has  moved  successfully  from  its  one- 
time reliance  on  aircraft  by  careful 
internal  (as  in  the  case  of  electronics) 
and  external  diversification,  as  in  the 
acquisition  of  Page  Communications 
Engineers,  Inc. 

Airbus  &  Cheyenne 

Some  of  Northrop's  sales  growth 
this  year  will  come  from  the  naviga- 
tion systems  it  developed  for  the  mon- 
ster C-5A  transport  that  the  Lockheed 
Aircraft  Corp.  is  building  for  the  Air 
Force.  Lockheed  is  the  U.S.'  largest 
producer  of  military  transports  and  has 
parlayed  its  experience  on  the  C-130 
Hercules  and  the  C-141  StarLifter  into 
a  $1.4-billion  fixed-price  incentive  con- 
tract to  build  58  of  the  C-5As,  with  op- 
tions on  142  more.  Test  deliveries  are 
scheduled  for  this  year,  operational 
ones  for  next. 

Lockheed  began  1967  with  a  record 
$2.3-billion  backlog,  but  development 
costs — including  work  on  the  L-1011 
"airbus"  and  on  the  AH-56A  Chey- 
enne compound  (winged)  helicopter 
that  the  company  hopes  to  produce  for 
the  Army — bit  into  profit  margins. 
Lockheed's  growth  rate  has  been  com- 
paratively slow,  but  its  profit  ratios 
have  a  workman-like  look  due  in  no 
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small  measure  to  the  long  period  of 
time  in  which  it  has  been  knocking  out 
Hercules  and  StarLifter  transports. 
The  big  challenge  ahead  is  the  L-101 1. 
If  Lockheed  can  carve  out  a  market 
for  the  craft  against  the  combined 
weight  of  Boeing  and  Douglas,  its 
growth  prospects  will  brighten  per- 
ceptibly. 

Grumman,  by  contrast,  has  the  best 
growth  record  in  the  industry:  but  both 
sales  and  earnings  fell  last  year,  pri- 
marily because  of  a  drop  in  NASA 
billings,  down  from  49%  to  38%  of 
gross  and  from  33%  to  21%  of  back- 
log. Earnings  were  also  crimped  by  the 
new  contract  Grumman  negotiated 
with  the  Defense  Department  on  the 
A-6A  Intruder.  Sales  of  the  craft  are 
running  at  an  annual  rate  of  better 
than  S200  million.  Grumman  hopes 
that  the  next  round  of  negotiation 
on  the  all-weather  ship  will  produce 
better  margins. 

The  big  question  mark  for  both 
Grumman,  a  principal  subcontractor, 
and  General  Dynamics,  the  prime  con- 
tractor, is  the  variable  swing-wing 
fighter-bomber,  the  F-111.  Grumman 
says  the  sections  of  the  plane  it  shipped 
last  year  moved  at  a  '"moderate"  rate 
of  profit.  Volume  on  the  F-111  A,  the 
Air  Force  version  of  the  jet,  is  sched- 
uled to  rise  sharply  this  year  and  again 
next  year.  However,  the  Navy  version 
of  the  plane,  on  which  Grumman  will 
do  the  final  assembly,  became  the 
focus  of  Congressional  controversy 
last  year  due  to  weight  and  perform- 
ance problems.  Both  companies  say 
these  are  being  worked  out.  GD's 
earnings  power  has  been  expanding, 
but  its  very  high  average  return  on 
equity  {see  Profitability  Yardsticks) 
reflects,  to  a  degree,  the  low  level  of 
net  worth  it  began  moving  from  after 
a  huge  S143-million  deficit  in  1961. 

That  Weil-Worn  Path 

Some  of  GD's  growth  has  come  by 
acquisition,  a  well-worn  path  that  has 
also  been  trod  by  Bendix  Corp.,  Ray- 
theon Co.  and  General  Precision.  Last 
spring  Bendix  picked  up  Fram  Corp., 
thereby  adding  filters  to  its  own  auto 
business  (braking  and  power  steering, 
among  other  items),  along  with  S66.7 
million  to  sales  and  S4.4  million  to  net. 
At  year's  end  Bendix  also  had  reached 
an  agreement  in  principle  to  acquire 
Federal-Mogul  Corp.,  a  Detroit  ball 
bearing  producer,  for  $260  million 
worth  of  preferred  stock. 

Both  acquisitions  were  apparently 
aimed  at  reducing  Bendix'  reliance 
on  government  work,  which  has  de- 
clined from  70%  of  gross  in  1963  to 
53%  in  fiscal  1967  (through  Sept.  30) 
Forbes"  Yardsticks  indicate  that  Ben- 
dix' diversification  has  yielded  better- 


.  .  .  and  NASA  spending  declined. 

than-average  growth  and  profit  mar- 
gins. Last  year,  however,  and  in  the 
first  quarter  of  this  year.  Bendix' 
profits  were  caught  coming  and 
going — partly  because  of  higher-than- 
anticipated  startup  costs  on  new  fixed- 
priced  government  contracts,  and 
partly  because  of  the  strike  at  Ford, 
which  supplies  about  6%  of  Bendix' 
sales. 

Raytheon,  for  much  the  same  rea- 
sons as  Bendix,  also  lined  up  two 
mergers  last  year.  The  first  of  these 
was  Caloric  Corp.  Caloric  makes  gas 


ranges  and  blends  very  nicely  with 
the  marketing  tack  Raytheon  took 
several  years  ago  when  it  bought 
Amana  Refrigeration,  Inc.  Last  fall, 
Raytheon  moved  again,  this  time  to 
acquire  Badger  Co..  a  privately  owned 
construction  company  that  specializes 
in  building  plants  for  the  petrochem- 
ical  a'nd  chemical   process   industries. 

For  all  its  efforts  at  diversification, 
Raytheon  has  also  been  pushing  ahead 
on  the  military  front.  Last  year  the 
company  was  able  to  capitalize  on  its 
experience  with  the  Hawk  missile  by 
landing  a  major  contract  to  develop 
the  SAM-D,  a  surface-to-air  missile 
that  will  ultimately  replace  part  of  the 
Hawk  system  operational  both  here 
and  abroad.  Raytheon  will  probably 
also  provide  the  missile  site  radar  for 
the  Nike-X  antiballistic  missile  system. 
Like  Raytheon.  General  Precision 
Equipment  has  made  a  determined 
effort  to  hedge  against  the  vicissitudes 
of  defense  contracting.  Since  1961 
government  billings  have  dropped 
from  67%  to  around  45%  of  gross. 
Diversification  though  is  by  no 
means  an  amulet  that  protects  against 
all  evils,  as  General  Precision  found 
last  year.  Sales  rose  but  profit  mar- 
gins dropped,  partly  because  of  slug- 
gishness in  housing,  appliance  and 
auto  sales.  All  of  those  are  prime 
markets  for  GP's  line  of  controls, 
timers,  synchronous  motors  and 
switches.  On  the  military  side.  GP 
also  had  to  swallow  development  costs 
on  several  new  guidance  and  control 
contracts. 

Curtiss-Wright.  for  all  the  carnage 
that  overtook  it  from  1957  to  1966, 
(Forbes,  Nov.  15.  1967).  now  seems 
to  be  carving  out  a  modest  market 
niche  as  supplier  to  its  erstwhile  com- 
petitors in  the  big-aircraft  engine  busi- 
ness. General  Electric  and  Pratt  & 
Whitney.  Curtiss  showed  a  sizable 
earnings  gain  in  the  first  nine  months 
of  last  year,  but  almost  half  of  the 
profit  came  from  interest  earned  on 
the  company's  whacking  S96-million 
cash  position.  Curtiss  had  be;n  rather 
timid  about  putting  this  cash  to  work 
in  the  business,  but  on  the  basis  of  its 
comeback  last  year  it  invested  $16.3 
million  in  new  plant. 

The  dynamics  of  Collins  Radio's 
growth,  on  the  other  hand,  was  an  in- 
dication that  the  company  was  plow- 
ing everything  but  the  kitchen  sink 
back  into  the  business.  Collins  reported 
a  sizable  earnings  gain  last  fiscal  year, 
even  after  writing  off  some  $3.2  mil- 
lion in  nonrecurring  moving  and  plant 
rearrangement  expenses.  Some  of  the 
increase  came  from  a  higher  mix  of 
commercial  products  and  a  higher  pro- 
portion of  wider-margined  fixed-price 
government  contracts.  ■ 
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Conglomerates 

For  the  conglomerates,  1967  was  an  inordinately  good  year.  AInnost  too  good  to  be  true. 


Nothing  can  stop  an  idea  whose  time 
has  come,  and  last  year  nothing — not 
the  voice  of  prudence  nor  the  distant 
rumblings  of  the  Justice  Department — 
could  stop  the  proliferation  of  the  con- 
glomerates. Companies  like  Ling-Tem- 
co-Vought.  Signal  Oil  and  Tenneco, 
which  had  always  seemed  relatively 
conventional  companies.  revealed 
themselves  to  have  been  emerging  con- 
glomerates all  along.  As  for  the  older 
practitioners  of  the  art,  they  had 
achieved  such  size  and  such  financial 
sophistication  that  the  scale  of  their 
acquisitions  and  their  boldness  in  pur- 
suing them  made  headlines  all  year. 

To  list  acquisitions  made  or  pend- 
ing: LTV  pulled  off  its  surprising 
merger  with  Wilson  &  Co.  ($196  mil- 
lion in  assets),  made  a  feint  at  Allis- 
Chalmers  (S665  million)  and  moved 
on  to  Greatamerica  (S500  million). 
International  Telephone  &  Telegraph 
snapped  up  Levitt  &  Sons  ($91  mil- 
lion), Sheraton  Corp.  ($283  million) 
and  Rayonier  ($287  million).  Avco 
worked  out  a  merger  with  the  Paul 
Revere   insurance   group    ($197    mil- 


lion). FMC  acquired  Link-Belt  ($144 
million).  TRW  went  after  United-Carr 
($77  million)  and  a  handful  of  smaller 
companies.  Teledyne  picked  up  a  score 
of  smallish  companies,  and  in  the 
process  emerged  as  a  big  company. 
Gulf  &  Western  picked  up  a  half-dozen 
largish  companies,  including  E.W. 
Bliss  ($111  million).  Consolidated  Ci- 
gar ($127  million)  and  Universal- 
American  ($101  million).  Litton 
picked  up  a  half-dozen,  including 
American  Book  ($16  million),  Landis 
Tool  ($123  million)  and,  reaching  into 
new  territory,  StoufTer  Foods  ($38  mil- 
lion), a  restaurant  and  food  firm.  Tex- 
tron, making  up  in  quality  what  it 
lacked  in  quantity,  acquired  Gorham 
($31  million)  and  Fafnir  Bearing  ($94 
million). 

At  the  same  time,  a  handful  of  new 
companies  moved  into  the  conglomer- 
ate ranks.  One  was  Signal  Oil  with 
the  acquisition  of  Mack  Trucks  ($303 
million)  and,  probably,  Allis-Chalm- 
ers  ($665  million).  Another  was  Ten- 
neco with  the  acquisition  of  Kern 
County  Land  ($254  million).  Chicago 


&  North  Western  Railway,  which  had 
earlier  diversified  into  chemicals,  ac- 
quired another  conglomerate,  Phila- 
delphia &  Reading  ($299  million). 

Ironically,  as  the  conglomerate  idea 
gained  popularity,  the  reservations  of 
its  critics  mounted.  They  found  little 
comfort  in  the  current  figures.  G&W, 
LTV,  and  Teledyne  posted  earnings 
gains  of  117%,  42%  and  50%,  re- 
spectively. While  their  Trend  showings 
were  not  outstanding,  over  the  longer 
term  Textron,  Litton,  Avco,  General 
Tire  and  TRW  had  racked  up  impres- 
sive returns  on  both  equity  and  capital, 
but  even  these  paled  beside  the  records 
of  LTV  and  G&W. 

As  the  Yardsticks  revealed,  despite 
a  wide  range  of  results,  the  group's 
medians  in  Growth  and  Trend  were 
already  significantly  higher  than  the 
bulk  of  U.S.  industry.  What  is  more, 
the  group  was  now  composed  of  close 
to  a  dozen  really  big  companies.  Lit- 
ton, ITT,  LTV,  Tenneco,  Signal,  FMC 
and  Textron  already  boasted  well  over 
$1  billion  in  sales.  TRW,  General  Tire 
and    Borg-Warner    came    remarkably 
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YARDSTICKS  OF  PERFORMANCE  Conglomerates 

(Companies  are  listed  in  each  group  in  order  of  their  performance  through  the  latest  available  12  months.) 


GROWTH 

(5-year  compounded  rate) 


Sales 

CONGLOMERATES 

Teledyne  95.2% 

Gulf  &  Western  61.0 

4.ing-Temco-Vought  39.9 

Chi.  &  North  Western  8.0 

Kaiser  Industries  18.7 

Litton  Industries  32.9 

Textron  18.2 

Signal  Oil  &  Gas  18.0 

Tenneco  18.9 

Olin  Mathieson  9.3 

Int.  Tel.  &  Tel.  12.5 

National  Distillers  3.2 

Avco  10.8 

General  Tire  1.1 

Martin  Marietta  —6.2 


Group 
Rank- 
Earnings    Ing 


70.0% 

61.0 

45.2 

33.2 
28.4 
22.3 
15.6 
7.8 
14.7 

12.7 

13.5 

6.4 

-  0.1 

-  2.8 


DIVERSIFIED   MANUFACTURERS 

TRW  16.8  21.7 

FMC  20.1  14.0 

Borg-Warner  7.7  5.7 
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PROFITABILITY 

*  (5-year  average) 


Return 

on 
Equity 


Gulf  &  Western    24.6% 
Ling-Tem.-Vought  27.4 
Litton  Industries  24.1 
Teledyne  17.7 

Avco  16.3 


Textron 
Int.  Tel.  &  Tel. 
Olin  Mathieson 
Martin  Marietta 
Nat'l  Distillers 


17.9 
10.7 
10.9 
10.7 
9.2 


Tenneco  115 

General  Tire         15.7 
Signal  Oil  &  Gas     9.2 
Chi.  &  North.         4.4t 
Kaiser  Industries    5.4 
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•TRW 

Am.  Mach.  &  Fdy. 

Borg-Warner 
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INDUSTRY  MED. 
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17.0% 

16.4 

13.9 

15.6 

12.9 

15.5 
9.6 
7.3 
9.0 
6.3 

5.5 
11.0 
8.2 
3.9t 
4.6 


11.9 

11.9 

7.3 

10.3 

1.9 

9.3 


10.8% 
6.0 
11.0 
10.0 
11.1 

8.6 
12.8 
15.0 
12.0 
15.2 

14.0 

8.9 
11.6 
19.0t 

1.6 


14.6 
10.0 
16.8 
12.7 
6.3 
11.4 


1 
2 
2 
3 
4 

5 
6 
6 
7 
7 

7 

8 

9 

10 

11 


1 
2 
3 
4 
5 


TREND 

(latest  12  months  vs.  2-year  average) 


Kaiser  Industries 
Gulf  &  Western 
Teledyne 
Olin  Mathieson 
Ling-Temco-Vought 

Nat'l  Distillers 

Litton  Industries 

Textron 

Int.  Tel.  &  Tel. 

Signal  Oil  &  Gas 

Avco 
Tenneco 
Martin  Marietta 
General  Tire 
Chi.  &  North.  Ind. 


Brunswick 

TRW 

Amer.  Mach.  &  Fdy. 

Borg-Warner 

FMC 

INDUSTRY  MEDIAN 


Earnings 
Gain 


188.9% 
150.8 

64.2 

19.9 
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17.6 
38.4 

24.4 
15.1 
11.1. 
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•Gain  or  loss  in  percentage  points.     fFour-year  average.     "Deficit  to  a  profit. 
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dose  to  it.  And  Gulf  &  Western  will 
almost  certainly  top  the  $1 -billion 
mark  in  its  current  fiscal  year. 

Aside  from  the  fact  that  all  are 
companies  operating  in  a  number  of 
different  industries,  the  conglomerates 
as  a  group  reflect  a  remarkably  diverse 
number  of  corporate  strategies.  This 
is  so,  partly  because  conglomerates 
existed  in  fact  long  before  anyone 
began  discussing  them  in  theory. 

Kaiser  Industries  and  General  Tire, 
for  instance,  reflect  the  entrepreneurial 
interests  of  their  controlling  families 
rather  than  any  carefully  articulated 
theory  of  diversification.  The  O'Neils 
of  General  Tire  moved  beyond  tires 
and  rubber  into  such  areas  as  enter- 
tainment and  aerospace  simply  because 
they  saw  an  opportunity  to  make 
money  in  doing  so.  The  Kaisers  moved 
beyond  construction  into  everything 
from  automobiles  to  aluminum  for 
much  the  same  reason.  These  two 
older  conglomerates  have  done  better 
than  the  1967  Yardsticks  show.  Gen- 
eral Tire's  performance  in  the  Growth 
Yardsticks,  for  instance,  reflected  the 
severe  losses  Aerojet-General  sus- 
tained on  a  major  defense  contract  last 
year.  Kaiser's  spot  in  the  Profitability 
Yardsticks  failed  to  reflect  its  equity 
in  the  undistributed  earnings  of  such 
affiliates  as  Kaiser  Aluminum  and 
Kaiser  Cement  &  Gypsum. 

One  Form,  Many  Variants 

Also  counted  as  conglomerates  were 
such  manufacturers  as  FMC,  TRW 
and  AMF.  AMF  diversified  originally 
to  provide  a  base  for  the  development 
of  its  fabulously  successful  Pinspotter. 
When  the  bowling  equipment  market 
became  saturated,  AMF's  haphazard 
diversification  left  it  with  a  stable  but 
not  very  dynamic  base.  But  in  the  cir- 
cumstances, AMF  has  not  done  at  all 
badly. 

By  contrast,  both  FMC  and  TRW 
moved  step  by  step  into  areas  related 
to  their  existing  businesses.  FMC  ex- 
panded beyond  farm  equipment  into 
industrial  machinery,  agricultural 
chemicals,  industrial  chemicals,  rayon 
and  acetate.  TRW  moved  out  from 
auto  parts  into  aircraft  parts,  electron- 
ics and  aerospace.  The  range  of  their 
expansion  was  so  broad  that  both 
companies  shaped  up  as  conglomerates 
rather  than   as  diversified  companies. 

Both  TRW  and  FMC  have  been  ag- 
gressive acquisitors.  Aided  by  a  high 
degree  of  management  talent,  they 
found  that  related  diversification  pro- 
vided the  intellectual  discipline  that 
enabled  both  companies  to  rack  up 
two  of  the  best  records  in  the  Forbes 
Yardsticks.  Said  TRW's  President 
Horace  Shepard:  "We  don't  ofter 
mergers  as  a  product  line.  We've  tried 
to  create  the  type  of  balanced  business 


Games  People  Play.  High 
finance  has  inspired  a  rash 
of  business  games  lately,  but 
for  the  congloinerator,  busi- 
ness   is    a    serious    business. 


that  minimizes  adverse  changes  in  any 
one  of  our  major  markets." 

For  many  companies,  however, 
conglomeration  was  a  response  to  cer- 
tain very  direct  and  immediate  prob- 
lems. Avco  and  Martin  Marietta  were 
understandably  eager  to  ofl'set  their 
extreme  vulnerability  as  defense  pro- 
ducers. Tenneco  had  to  deal  with  the 
declining  return  in  its  natural  gas  pipe- 
line business.  ITT  had  to  do  something 
about  its  vulnerability  as  an  interna- 
tional communications  company.  Sig- 
nal Oil  had  problems  as  a  small  oil 
company  in  an  industry  of  giants. 

While  Tenneco  proceeded  to  diver- 
sify mainly  in  natural  resources  and 
Signal  by  providing  a  haven  for  com- 
panies in  flight  from  other  acquisitors 
(Garrett  Corp.,  Mack  Truck,  Allis- 
Chalmers),  Avco  and  ITT  were  pre- 
pared to  move  into  virtually  anything 
promising.  "ITT's  philosophy,"  said 
Chairman  Harold  Geneen,  "is  to  move 
into  fields  which  have  above-average 
promise  in  terms  of  both  future  growth 
and  stability  of  earnings." 

The  results  have  been  mixed.  Avco's 
performance  has  been  well  above  av- 
erage in  Profitability.  ITT,  perhaps 
because  its  main  push  began  later  than 
Avco's,  has  so  far  turned  in  a  mediocre 
performance,  while  Tenneco  and  Signal 
have  not  been  at  the  business  of  con- 
glomeration long  enough  to  have 
earned  conglomerate-scale  returns.  Be- 
cause of  its  extreme  leverage,  Tenneco 
boasts  a  higher  return  on  equity  than 
either  Signal  or  ITT,  but  Signal's 
diversification  has  gone  a  long  way 
toward  transforming  it  into  one  of  the 
group's  growth  companies  {see  Yard- 
sticks) .  Still,  the  returns  are  not  really 
in.  Save  for  Avco,  none  of  these  com- 
panies has  yet  had  time  to  prove  the 
potential  of  its  expanded  operations. 

Neither  has  Brunswick  or  the  North 
Western.  Brunswick  went  conglomerate 
because  its  bowling  equipment  busi- 
ness was  declining  rapidly.  The  North 
Western  did  so  because  it  needed  an 
outlet   for   the   virtually   inexhaustible 


tax-loss  carry-forwards  generated  by  its 
much  improved  but  still  marginal  rail- 
road operations.  So  far,  the  Forbes 
Yardsticks  reflect  their  problems,  not 
their  progress. 

Textron,  the  very  model  of  a  major, 
conglomerate,  is  the  prime  example  of 
just  how  far  the  conglomerate  idea 
can  JO  in  transforming  a  mundane 
company  into  a  triumph  of  business 
organization.  Textron  began  to  diver- 
sify in  an  effort  to  escape  the  extreme 
cycles  and  low  returns  of  the  textile 
industry.  As  it  moved  along,  it  careful- 
ly structured  its  management  organiza- 
tion and  acquisition  program.  It  lim- 
ited itself  to  manufacturing  companies, 
to  front-ranking  companies  in  smallish 
growth  industries.  By  ruthlessly  dis- 
posing of  operations  it  despaired  of 
ever  bringing  up  to  its  investment 
standards,  Textron,  with  more  than  a 
little  luck,  created  one  of  the  most 
profitable  growth  companies  in  U.S. 
industry.  It  even  did  so  with  consider- 
able fiscal  conservatism.  It  is  lever- 
age, for  instance,  that  makes  most 
of  the  difference  between  Textron's 
17.9%  return  on  equity  and  LTV's 
27.4%  return,  just  as  it  explains  much 
of  the  difference  between  Textron's 
growth  rate  and  that  of  its  faster- 
growing  colleagues. 

"Textron,"  said  President  Rupert 
Thompson  proudly,  "is  a  New  Eng- 
land-oriented conglomerate  with  a  rec- 
ord that  speaks  for  itself.  Our  plan 
is  for  ten  years  and  15  years  ahead. 
We  acquire  less  rapidly,  but  we're  very 
selective — ^only  six  acquisitions  in  four 
years,  but  look  at  the  quality.  Our 
strategy  is  to  try  not  to  be  restricted  by 
products  but  to  be  motivated  by  the 
use  of  capital." 

Shooting  Stars 

Out  of  necessity,  the  newer  con- 
glomerates like  G&W,  LTV  and  Tele- 
dyne  have  tended  to  turn  the  Textron 
strategy  inside  out.  Driven  not  by  ad- 
versity but  by  ambition,  the  goal  of 
these  companies  is  to  produce  a  sub- 
stantial, maybe  20%,  annual  increase 
in  earnings.  With  earnings  gains  of 
that  magnitude,  industry  cycles  pretty 
much  take  care  of  themselves. 

In  this  respect,  these  companies  have 
taken  a  bead  on  Litton,  the  industry's 
other  model  conglomerate,  whose 
growth  rate  over  the  past  decade  has 
been  one  of  the  wonders  of  U.S.  busi- 
ness. Litton  began  by  exploiting  the 
new  technology  of  the  electronic  age 
and  ended  up  a  conglomerate  by  fol- 
lowing this  technology  into  such  un- 
likely areas  as  shipbuilding  and  office 
equipment.  In  so  doing,  Litton  had  one 
signal  advantage:  a  sky-high  price/ 
earnings  ratio,  the  consequence  both  of 
the  growth  prospects  of  its  business, 
and  of  its  extraordinary  earnings  rec- 
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ord.  Thus,  Litton  was  able  to  assure 
both  the  upward  momentum  of  its 
earnings  and  a  high  return  by  acquir- 
ing companies  with  low  price  earnings 
ratios  for  stock  with  a  high  one. 

Teledyne  was  founded  by  a  Litton 
alumnus  and  built  around  the  same 
technological  base.  But  save  for  Tele- 
dyne,  no  other  conglomerate  has  had 
the  price  earnings  ratio  to  adapt  the 
Litton  approach  on  any  large  scale. 

The  alternative  has  been  to  make 
acquisitions  through  the  issuance  of 
convertible  securities.  The  technique 
enhances  today's  earnings  in  the  hope 
that  by  the  time  these  securities  con- 
vert, the  acquisitions  will  have  become 
>ufficiently  more  profitable  to  offset 
the  impact  of  the  additional  shares  on 
common  earnings.  So  far,  the  com- 
panies that  have  played  the  convertible 
game — like  LTV  and  G&W — have 
had  little  difficulty  in  keeping  the  pace. 

Can  They?  Or  Can't  They? 

Will  these  newer,  financially  moti- 
vated conglomerates  match  the 
long-range  records  of  a  more  con- 
servative Textron  or  a  technologically 
oriented    Litton?    It    remains    to    be 


seen.  Adding  two  and  two  to  get  five 
is  difficult  under  the  best  of  circum- 
stances, however,  and  where  growth  is 
so  largely  dependent  on  acquisitions, 
it  is  only  sensible  to  wonder  how  long 
these  companies  can  keep  up  the  pace. 

In  a  company  like  Teledyne  or  Lit- 
ton where  the  growth  prospects  are 
spectacular  and  where  an  informing 
technology  unifies  diversity,  the 
chances  are  that  an  acquisition  may 
well  become  worth  more  in  its  new 
context  than  in  its  old.  But  where  there 
is  no  unifying  principle  and  where 
growth  is  only  moderate,  these  chances 
are  significantly  reduced. 

Even  so,  financial  ingenuity,  man- 
agerial brilliance  or  a  shrewd  eye  for 
the  undervalued  situation  can  enhance 
those  chances.  But  the  alternative  may 
be  to  make  further  acquisitions — and 
not  necessarily  particularly  high-quality 
ones — simply  for  the  sake  of  plumping 
out  earnings.  For  this  reason,  at  least 
some  of  these  companies  may  have 
borrowed  heavily  from  the  future,  and 
their  performance  in  the  Yardsticks 
may  be  less  impressive  than  it  seems. 

For  conglomeration  is  no  magic 
formula.  Consider  the  records  of  Olin 


Mathieson,  National  Distillers,  Martin 
Marietta  and  Borg-Warner.  In  the 
past  decade,  all  four  diversified  ener- 
getically, and  all  four  had  cause  to 
regret  it.  Only  last  year  Olin  prepared 
to  spin  off  its  Squibb  drug  subsidiary, 
while  over  the  past  several  years 
National  disposed  of  its  fertilizer, 
aluminum  and  machine  tool  businesses. 

Bolstered  by  a  booming  economy, 
Olin  and  National  Distillers  seem  at 
last  to  have  solved  their  major  prob- 
lems. But,  as  the  Yardsticks  indicate, 
Martin  Marietta  and  Borg-Warner  still 
seem  stuck  on  dead  center,  and  ironi- 
cally, Borg-Warner's  greatest  hope  for 
the  future  is  its  position  in  ABS  plas- 
tics, a  product  it  developed  internally. 

As  Textron  and  Litton,  LTV  and 
Teledyne  make  abundantly  clear,  con- 
glomeration can  be  a  formula  for  star- 
tling corporate  success.  But  as  Ten- 
neco's  Chairman  Gardiner  Symonds 
put  it,  aware  of  the  delicate  task  he  has 
set  for  his  company:  "The  firm  which 
dabbles  in  acquisitions — or  lacks  man- 
agement in  a  new  field  to  be  entered, 
or  lacks  a  plan  and  goes  into  unrelated 
fields  purely  to  acquire  size — courts 
disaster."  ■ 


Diversification  —  conglomcratiza- 
tion,  if  you  want  to  call  it  that — 
is  breaking  down  all  the  old  indus- 
try classifications.  This  is  true  even 
in  steel,  a  real  stand-patter. 

"You  can  say  the  steel  industry 
is  dumber  than  hell  for  waiting  too 
long  to  diversify.  And  when  you  put 
it  m  your  newspaper  I'm  going  to 
say  you're  all  wet.  No  one  is  going 
to  start  diversifying  when  they're 
making  profits."  So  said  Chairman 
Edmund  Martin  (rif;hl),  the  able 
executive  who  is  changing  Bethle- 
hem Steel  from  a  bastion  of  con- 
servatism into  a  modern  company. 
Martin  is  not  downgrading  the  ad- 
vantages of  diversification.  Far 
from  it.  When  Bethlehem  takes 
over  big  Cerro  Corp.  this  April  it 
will  become  the  most  diversified 
company  in  the  steel  industry. 
What  Martin  is  saying  is  simply 
that  diversification,  conglomeratiza- 
tion,  is  something  businessmen  do 
only  when  they  must. 

Before  Martin's  deal  with  Cerro. 
the  steel  industry  had  done  a  bit  of 
diversifying.  U.S.  Steel,  through  its 
subsidiary  Universal  Atlas,  is  the 
third  biggest  cement  producer  in 
the  U.S.  and  it  also  has  some  chem- 
ical production.  But  combined, 
these  represent  a  small  proportion 
of  sales  and  the  cement  operation 
is  nothing  new.  U.S.  Steel  is  also  iu 


ON  THE  BAND  WAGON 


prefabricated  housing  and  titanium. 

Allegheny  Ludlum  also  has  di- 
versified, imaginatively  and  suc- 
cessfully. It  owns  a  half  interest  in 
Titanium  Corp.  of  America,  far 
and  away  the  U.S.'  largest  titanium 
producer.  Allegheny  also  recently 
bought  True  Temper  Co.,  a  maker 
of  sporting  goods  and  garden  tools. 

Is  the  steel  industry  in  for  a  wave 
of  diversification?  Has  Bethlehem 
started  something?  That  remains  to 
be  seen.  At  big  Republic  Steel, 
Chairman  Thomas  F.  Patton  argued 
that  "Republic  is  already  very  well 


diversified.  We're  in  iron  ore.  We're 
in  coal.  We  have  no  immediate 
plans  for  any  acquisitions." 

Jones  &  Laughlin  Chairman 
Charles  Beeghly  thinks  that,  "our 
reluctance  to  diversify  is  not  re- 
luctance in  the  sense  that  we  don't 
want  to  do  it.  It's  a  question  of 
money.  The  steel  industry  has  a 
great  appetite  for  money  to  keep 
its  plants  modern.  It's  a  question 
of  money,  not  of  timidity." 

National  Steel  President  George 
Stinson  hedged  when  questioned  on 
the  subject.  "If  we  take  any  action 
it  would  be  in  the  materials  area." 
But  that  is  exactly  what  Bethlehem 
has  done;  it  has  moved  into  copper, 
silver,  lead  and  zinc  through  the 
acquisition  of  Cerro. 

The  chances  are  that,  however 
reluctantly,  the  steel  industry  will 
be  pushed  further  along  the  path  of 
diversity.  Two  of  the  weakest  com- 
panies. Crucible  Steel  and  CF&I 
have  recently  brought  in  nonsteel 
men  to  head  them,  and  have  public- 
ly stated  they  want  to  diversify. 

In  the  end,  the  steel  industry  will 
probably  join  the  trend  set  by  the 
conglomerates  by  falling  in  with 
Martin,  who  said:  "We're  ahead 
of  anyone  else  in  the  industry.  We 
don't  really  care  where  we  make 
money.  We're  going  to  change  with 
the  times." 
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Banks 

Last  year?  Excellent.  Outlook?  The  same.  But  bankers  insist  they  have  plenty  to  worry  about. 


In  a  year  when  most  industries  showed 
profit  declines,  U.S.  banks  in  1967 
posted  a  7.5%  gain  on  top  of  1966's 

1 1  %  increase.  The  November  hike  in 
the  prime  rate,  plus  a  resurgent  econ- 
omy in  prospect,  make  1968  look  just 
as  good.  Yet  at  year-end  many  bank 
managements  were  wringing  their 
hands  over  a  long  list  of  troubles — 
soaring  interest  rates,  devaluation,  bal- 
ance-of-payments  deficits,  disinterme- 
diation.  competition  from  savings 
banks,  regulatory  restrictions  on  ex- 
pansion and  mergers.  Nothing  seemed 
good  except  profits. 

Bankers  were  even  communicating 
their  anxiety  to  shareholders.  Late  last 
year,  bank  stocks  were  selling  at  some 

12  times  earnings  vs.  18  times  for  in- 
dustrials, even  though  bank  earnings 
have  grown  8%  annually  since  1960 
vs.  6.5%  for  industrial  companies.  In 
effect,  the  market  seemed  to  be  saying 
that  earnings  arising  from  the  raw  ma- 
terial of  money  were  worth  one-third 
less  than  those  arising  from  goods  and 
services.  This  on  the  questionable 
theory  that  a  company  producing 
goods  has  a  built-in  cushion  against  in- 
flation, whereas  a  company  that  deals 
in  money  does  not. 

New  Ball  Game 

Part  of  the  low  esteem  in  which 
banks  were  held  could  be  traced  to  the 
rapid  changes  in  operating  patterns 
and  a  lack  of  a  clear  image  of  what  a 


bank  is  supposed  to  be.  In  the  past 
banking  had  been,  above  all,  traditional 
but  now  it  is  an  industry  in  ferment. 
Said  President  Walter  B.  Wriston  of 
New  York's  First  National  City  Bank, 
"Today's  changes  are  more  radical  in 
banking  than  in  any  other  industry,  but 
it  has  made  banks  stronger  competitors 
by  forcing  us  to  innovate." 

For  example,  in  recent  years  the 
banks  have  pushed  heavily  into  con- 
sumer credit,  where  they  now  hold 
some  45%  of  installment  credit  out- 
standing. They  have  also  secured  a 
bigger  share  of  savings  deposits;  and 
they  have  more  than  doubled  their 
branches  abroad  in  the  last  five  years, 
quite  apart  from  the  new  areas  they 
have  invaded  by  buying  into  foreign 
banks.  At  home  their  mergers  have 
become  so  numerous  as  to  yield  a 
record  number  of  antitrust  suits. 

In  general  1967  turned  out  to  fol- 
low the  pattern  of  1966,  except  that 
those  whose  earnings  had  improved 
the  most  in  1966  tended  to  take  a  back 
seat  to  some  of  the  slower  gainers. 
New  York  money-market  banks  gen- 
erally fared  better  than  those  in  the 
Midwest  and  Far  West,  although  Cali- 
fornia's gigantic  ($21.1  billion  assets) 
Bank  of  America  turned  in  a  king- 
sized  earnings  gain. 

In  the  East,  Manufacturers  Hanover, 
No.  One  in  Trend,  still  kept  the  mo- 
mentum engendered  by  a  favorable 
1966  court  decision  that  permitted  it  to 


retain  the  46  Hanover  branches  it  had 
acquired  several  years  ago.  That  de- 
cision had  enabled  Chairman  Robert  E. 
McNeill  Jr.  to  initiate  "Operation  Off- 
and-Running,"  and  the  bank  was  still 
running  well  as  1967  drew  to  a  close. 

Turnaround  champion  of  the  year 
was  Chemical  Bank  New  York  Trust. 
Chemical,  a  large  wholesale  bank  that 
added  a  substantial  retail  business  and 
then  a  large  trust  department,  has  had 
problems  in  integrating  its  diverse 
parts.  In  addition,  although  the  bank 
did  business  abroad,  it  has  not  been 
one  of  the  more  aggressive  expanders. 
Chairman  William  S.  Renchard  said 
that  Chemical's  uncoordinated  phase  is 
behind  it.  and  that  the  bank  intended 
to   get   its   share   of  foreign   business. 

Morgan  Guaranty,  a  wholesale  bank 
with  $8.5-billion  assets,  also  made  an 
earnings  gain  last  year  that  lifted  it  up 
the  list  in  Trend  ranking.  It  has 
relatively  lackluster  Growth  and  Profit- 
ability rankings.  However,  in  the  cur- 
rent lender's  market  for  corporate 
funds,  blue-chip  corporate  lender  Mor- 
gan Guaranty  stands  to  benefit,  with 
two-thirds  of  income  derived  from 
loans.  Moreover,  it  has  been  steadily 
building  up  its  overseas  business  until 
it  now  accounts  for  about  15%  of  op- 
erating revenues. 

In  the  continuing  battle  between  the 
two  New  York  giants,  Chase  Manhat- 
tan (assets  $16.7  billion)  and  First 
National  City  ($16.3  billion),  the  lat- 


YARDSTICKS 

OF  PERFORMANCE: Banks           J 

■ 

I 

(Companies  are  listed 

in  each  group  in  order  of  their  performance  through  the  latest  available  12  months.) 

GROWTH 

PROFITABILITY 

TREND 

<5-year  compounded  rate) 

(5-year  average) 

(latest  12  months  vs.  2-year  average)         1 

Loans  & 
Invest- 
ments 

Earnings 

Group 
Rank- 
ing 

Return     Yield  on       Oper.    Group 
on        Loans  &       Profit    Rank- 
Equity  Investments  Marginf    ing 

Earnings 
Gain 

Pretax 

Profit 

Margin* 

Group 
Rank- 
ing 

Bankers  Trust  N.Y.            11.1% 
First  National  City  (N.Y.)    10.4 
Manufacturers  Hanover       5.8 
Mellon  National                  7.2 

8.6% 
8.3 
8.2 
7.9 

1 
2 
3 
3 

Bank  of  America  12.4%     5.60%tt  14.4%t  1 
Cont.  Illinois       11.1        5.21**      18.3**     1 
Bankers  Trust     11.4        4.78          19.3        2 
lstN3t.City(NY)  10.8        4.94          17.3        3 

Manufacturers  Hanover    14.7% 
Chemical  Bank                10.9 
First  National  City  (N.Y.)  12.3 
Chase  Manhattan              9.5 

1.8 

1.3 

-0.9 

-0.2 

1 
2 
3 
4 

Bank  of  America                 9.0 
Chase  Manhattan               9.4 
Wells  Fargo                       8.2 
Security  First  National        5.1 

7.6 
7.3 
7.5 
7.8 

4 
5 
5 
6 

Crocker-Citizens  11.7        12.5          12.5        4 
Chase  Man.         11.4        4.84          16.3        5 
Sec.  First  Nat'l    11.1        5.20          14.1        6 
1st  Nat'l  (Chi.)     10.3        4.63          18.5        7 

Mellon  National                6.5 
Morgan  Guaranty  Trust    12.7 
Bank  of  America              17.2 
Security  First  National      9.3 

2.2 
-2.8 
-4.3 
-1.3 

4 
4 
5 
6 

Morgan  Guaranty  Trust        7.2 
Chemical  Bank                   7.9 
Continental  Illinois             5.3 
Crocker-Citizens                6.1 
First  National  (Chicago)       5.6 

7.1 
5.4 
6.9 
1.8 
5.3 

7 

8 

9 

10 

10 

Man.  Hanover      10.2        4.87          17.0        7 
Chemical  Bank    10.6        4.80          16.0        8 
Mor.  Guaranty       9.5        4.51          24.0        8 
Wells  Fargo        10,1        5.27          12.7        8 
Mellon  Nat'l          9.9        4.46          16.5        9 

Bankers  Trust  N.Y.          10.1 
Crocker-Citizens               2.3 
Wells  Fargo                     8.9 
Continental  Illinois           4.8 
First  National  (Chicago)     1.9 

-3.9 
-2.7 
-4.2 
-5.5 
-5.7 

7 
8 
8 
9 
10 

INDUSTRY  MEDIAN                   7.2 

7.5 

INDUSTRY  MED.    10.8          4.87            16.5 

INDUSTRY  MEDIAN                9.5 

-2.7 

'Gain  or  loss  in  percentage  points  for 

nine-month  period.    fOperating  income  per  $1,000  of  loans  &  investments.    **l-year  average.    tt4-year  average. 

t3-year  average.   1 
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ter  maintained  its  slight  edge  last  year 
in  all  three  Yardstick  rankings.  FNCB 
in  recent  years  has  tended  to  be  more 
of  an  innovator  than  Chase.  Its  new 
President  Walter  B.  VVriston  was  the 
first  to  bring  the  certificate  of  deposit 
into  widespread  use  in  the  U.S.  as  a 
money-market  instrument.  FNCB's 
foreign  expansion  has  enabled  it  to  de- 
rive more  of  its  earnings  from  abroad 
than  any  other  bank,  some  30%. 
and  it  has  been  a  leader  in  the  per- 
sonal credit  field,  as  typified  by  its 
strong  position  in  traveler's  checks  and 
its  recent  expansion  into  credit  cards. 

Archrival  Chase,  by  contrast,  has 
tended  to  let  others  test  the  water. 
Chase  remained  the  leading  lender  to 
business  last  year,  but  Chairman 
George  Champion  feels  that  rush- 
ing into  untried  consumer  areas  can 
hurt  the  bank.  Said  Champion,  recall- 
ing the  beating  his  bank  took  with  the 
Chase  Manhattan  Charge  Plan  a  few 
years  back,  "We  decided  then  it  could 
not  be  run  at  a  profit.  And  equally  im- 
portant, we  felt  that  an  18%  annual 
rate  of  interest  charge  was  somewhat 
out  of  line  for  a  bank.  It  could  bring 
us  ill  will." 

Nevertheless,  Champion  was  keep- 
ing a  watchful  eye  on  FNCB's  big  push 
into  consumer  credit  cards  with  its 
heavily  promoted  "Everything  Card." 
Should  it  prove  profitable.  Chase  would 
almost  certainly  jump  back  in  with  its 
own  version.  Chase  did  make  progress 
last  year  in  its  money  management 
business  by  getting  a  one-half  invest- 
ment management  interest  in  the  vari- 
able annuity  portion  of  the  huge  New 
York  City  Teachers  Retirement  Pen- 
sion. On  the  other  hand,  FNCB  was  at 
least  temporarily  set  back  when  a  court 
ruled  that  its  so-called  Commingled  In- 
vestment Account,  designed  as  the 
bank's  answer  to  mutual  funds,  really 
was  a  mutual  fund.  The  bank  is  now 
appealing  the  decision. 

The  sharp  growth  of  Bankers  Trust 
New  York  Corp.,  the  second-largest 
U.S.  bank  holding  company  (after 
.Western  Bancorporation)  seemed  to 
have  slowed  down  somewhat,  but 
only  because  it  was  up  so  sharply  in 
1966.  Said  Chairman  William  H. 
Moore,  "We're  not  out  for  volume 
alone  without  a  good  rate  of  return  on 
that  business."  and  Bankers  Trust's 
five-year  Profitability  ranking  amply 
bears  out  Moore's  claim.  What's  more, 
the  bank  has  been  a  pioneer  in  many 
of  banking's  newest  trends,  including 
issuance  of  convertible  capital  notes 
and  expansion  through  holding  com- 
panies domestically  and  through  its 
Edge  Act  subsidiary  abroad. 

Perhaps  more  important  is  the  young 
new  breed  of  top  executives  taking 
over  in  today's  banks.  Moore  himself 
was  only  42  when  he  became  head  of 


Bankers  Trust  some  ten  years  ago,  but 
now  he  has  imitators.  In  the  last  18 
months  seven  out  of  the  13  largest 
banks  have  moved  men  in  their  mid- 
forties  into  top  management  spots. 

Ill  Wind 

Chicago  and  environs  was  one  of  the 
most  difficult  management  areas  in  the 
country  last  year  as  evidenced  by  the 
performance  of  its  two  largest  banks, 
Continental  Illinois  and  First  National 
Bank  of  Chicago.  Not  only  did  both 
have  the  poorest  Trend  rankings  of 
all  the  banks,  but  the  midwestern 
banks  have  been  near  the  bottom  of  the 
heap  in  long-run  growth.  Apparently 
the  Illinois  banking  laws,  which  do  not 
allow  branch  banking,  have  cost  them 
some  retail  banking  business. 

Their  inexperience  in  the  service 
area  showed  plainly  last  year  when 
both  banks  moved  into  the  credit 
card  field.  Heavy  fraud  losses  resulted 
from  the  indiscriminate  distribution  of 
cards  through  the  mails.  The  resulting 
clampdown,  involving  such  moves  as 
the  use  of  expensive  registered  mail, 
yielded  copious  ill  will  among  legiti- 
mate card  holders. 

It  is  too  early  to  tell  if  long-run 
credit  losses  will  be  higher  than  origi- 
nally anticipated.  Continental,  at  least, 
has  had  a  rapidly  growing  foreign  busi- 
ness and  a  somewhat  more  aggressive 


Tight  Money?  Con.stnation 
down?  Not  if  you're  a  bank. 
First  National  of  Chicago  is 
just  one  of  many  fjiant  /yanks 
currently  changing  their  local 
skylines  with  new  skyscrapers. 


investment  policy  that  has  given  it  a 
much  higher  Profitability  ranking. 

Bank  of  America  not  only  remained 
the  biggest  and  most  profitable  U.S. 
bank  last  year,  but  also  made  the  big- 
gest earnings  gain  of  any  major  bank. 
Part  of  the  increase  could  be  explained 
by  the  consolidation  of  certain  foreign 
operations  plus  a  9.5%  decrease  in  its 
tax  rate  because  of  the  heavy  build-up 
of  tax-free  municipals  in  early  1967, 
when  loans  were  weak.  Now  the  situ- 
ation has  begun  to  reverse  itself.  On 
the  other  hand,  notes  Chairman  Louis 
B.  Lundborg,  "We  have  been  hurt  by 
the  starting  up  of  our  two  IBM  360 
Model  65  systems  and  an  increase  in 
the  state's  franchise  tax  from  9.5  to 
1 1  %  of  income." 

Where  else  did  the  increases  come 
from?  Said  Lundborg,  "Our  foreign 
operations  and  new  domestic  branches 
have  contributed  to  the  gain  in  earn- 
ings, and  our  credit  card  operation 
has  contributed  more  than  its  propor- 
tionate share."  Its  BankAmericard 
really  took  off  this  year.  Already  one 
of  the  three  major  banks  running 
their  credit  card  operations  at  a  profit, 
B  of  A  saw  its  credit  sales  double  to 
$317  million  in  the  first  nine  months 
of  1967  as  it  tied  in  with  other  banks 
in  the  U.S.  and,  recently,  abroad. 

The  major  west  coast  banks  only 
started  in  mid-1967  with  their  "master 
charge  plan,"  which  their  Trend  rank- 
ings suggest  was  costing  them  heavily. 
Then,  too,  loans  were  soft  in  California 
for  a  part  of  the  year  and  home  mort- 
gage lending  for  most  of  it.  Not  hav- 
ing the  statewide  spread  and  world- 
wide resources  of  giant  B  of  A,  they 
had  to  content  themselves  with  more 
modest  earnings  gains. 

Even  though  it  wasn't  a  particularly 
good  earnings  year  for  President  Em- 
mett  G.  Solomon  of  Crocker  Citizens 
National,  he  had  reason  to  smile.  After 
four  years  of  litigation,  the  U.S.  Dis- 
trict Court  in  San  Francisco  upheld  the 
Crocker-Anglo-Citizens-National  mer- 
ger. The  court  in  effect  maintained 
Crocker's  right  to  become  a  statewide 
competitor  of  B  of  A.  Solomon,  count- 
ing on  being  upheld,  had  already 
opened  some  59  branches  throughout 
the  state.  But  this  was  costing  him 
now  for  new  branches  were  taking 
longer  and  longer  to  break  even  be- 
cause of  intense  competition. 

All  in  all,  bank  executives  in  1967 
had  more  to  cheer  about  than  most 
other  executives.  Certainly  the  prob- 
lems of  money  management  last  year 
were  nowhere  near  as  difficult  as  in 
1966,  when  the  credit  crisis  burst  upon 
them  without  warning.  There  almost 
would  seem  to  be  grounds  for  opti- 
mism for  anyone  except  born  worriers. 
But  that  is  just  what  most  bankers 
seem  to  prefer  to  be.  ■ 
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Automotive  Suppliers 

The  business  of  supplying  the  auto  industry  is  better  for  those 
with  other  irons  in  the  fire — but  choosing  which  irons  is  also  a  skill. 


A  POOR  AUTO  YEAR  does  not  neces- 
sarily mean  a  poor  year  for  the  auto 
suppliers;  the  tiremakers  proved  that 
last  year.  Despite  slower  car  sales  and 
strikes  that  shut  down  some  com- 
panies' production  from  late  April 
through  mid-July,  the  rubber  industry 
shipped  151  million  passenger  tires 
last  year,  as  many  as  in  1966.  Reason: 
Many  of  the  9  million  cars  sold  in 
1965  needed  new  tires  in  1967. 

The  tire  companies  with  superior 
distribution  and  marketing  do  best  in 
the  replacement  market,  which  meant 
that  Goodyear  and  Firestone  contin- 
ued their  neck-and-neck  battle  for  in- 
dustry supremacy  in  profitability.  But 
for  B.F.  Goodrich  and  Uniroyal  the 
strikes  proved  devastating. 

Goodyear,  the  clear  sales  leader  with 
$2.5  billion  to  Firestone's  $1.87  bil- 
lion, was  struck  only  two  weeks,  but 
under  an  industry  agreement  it  paid 
out  some  of  its  gains  to  the  companies 
hit  by  longer  strikes. 

Firestone's  performance  was  more 
remarkable.  With  most  of  its  U.S. 
plants  strike-closed  for  91  days,  Fire- 
stone ended  its  Oct.  31  fiscal  year  with 
an  earnings  gain  from  S3. 52  a  share 
to  $3.53.  (President  Earl  B.  Hathaway 
pointed  to  intensified  cost-reduction 
and  sales  programs  as  the  main  rea- 
sons Firestone  could  hold  down  strike 
losses.)  That  Firestone  has  put  on  the 
pressure  can  be  seen  from  its  newly 


won  top  spot  in  Growth  and  its  close 
second  in  Profitability. 

But  the  troubles  of  1967  did  not 
tinge  the  tiremakers'  view  of  1968. 
First,  they  foresaw  a  rise  in  original 
equipment  business:  Said  George  Vila, 
Uniroyal's  chief  executive,  "Autos 
never  turn  down  three  years  in  a  row." 
Still  more  important  was  the  safety 
issue.  "We've  got  price  increases  and 
an  upgrading  of  tire  quality,"  said 
Goodyear  President  Victor  Holt  Jr. 
"The  average  tire  price  has  gone  from 
$21  to  $22.50  and  is  still  going  up." 

Almost  Inevitable 

Unlike  the  tire  people,  however,  sup- 
pliers of  automotive  components  do 
have  bad  years  when  the  industry  they 
serve  turns  down.  Last  year  five  of  the 
seven  nontire  auto  suppliers  suffered 
nine-month  earnings  declines.  Only 
ELTRA  Corp. — helped  by  its  Mergen- 
thaler  Linotype  division  in  the  pros- 
perous printing  field — and  Dana 
Corp.,  because  its  growing  position 
in  the  automotive  aftermarket  gives  it 
a  hedge  similar  to  that  of  the  replace- 
ment market  for  tires,  showed  gains. 

The  Trend  showings  for  most  of  the 
auto  supply  group  reflect  the  lag  of 
recent  years  in  the  auto  market.  Last 
year  and  the  year  before  were  both  off 
years,  but  1965  was  a  boom  year. 
Therefore,  the  latest  12-month  earn- 
ings compared  with  a  two-year  aver- 


age, look  relatively  bad  in  auto  supply. 
' .  Timken  Roller  Bearing,  which  gets 
60%  of  its  sales  from  that  one  product, 
had  a  23%  earnings  decline  in  the  nine 
months  last  year.  But  Timken  is  just 
about  the  strongest  company  in  the 
auto  supply  group — as  can  be  seen 
from  the  Profitability  figures.  Similarly, 
Eaton  Yale  &  Towne  had  a  bad  time 
because  other  parts  of  the  economy 
turned  down  last  year  along  with  au- 
tos.  Its  Yale  &  Towne  operations  serve 
the  construction  and  capital  goods 
markets,  and  all  were  off  last  year. 

Cummins  Engine  has  some  85%  of 
its  business  in  diesel  engines,  and  with 
the  truck  market  in  a  downturn  it 
could  not  help  but  falter.  In  addition, 
Cummins  has  been  spending  heavily  to 
keep  its  technology  up  to  snuff  in  the 
face  of  increased  competition  from 
some  of  its  customers. 

Libbey-Owens-Ford,  the  car-window 
glassmaker,  naturally  suffered  in  a 
year  when  Detroit  built  1  million  fewer 
cars  than  in  1966.  But  new  President 
Robert  Wingerter  has  definite  ideas 
about  diversification.  "We  are  seriously 
considering  two  companies  that  are 
in  a  number  of  areas  instead  of  an  in- 
dustry as  such,"  said  Wingerter.  But 
it  might  help  the  auto  suppliers  if  they 
noticed  that  the  tiremakers  and  Dana 
take  their  strength  from  getting  closer 
to  the  consumer,  rather  than  spreading 
in  industrial  supply.  ■ 
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YARDSTICKS  OF  PERFORMANCE:  Automotive  Suppliers 

iCompanies  are  listed  in  each  group  in  order  of  their  performance  through  the  latest  available  12  months.) 


GROWTH 

(Syear  compounded  rate) 


RUBBER 

Firestone 
Goodyear 
Uniroyai 
Goodrich 

COMPONENTS 

Eaton 

Dana 

Timken 

ELTRA 

Cummins  Engine 

Libbey-Owens-Ford 

Budd 


Sales 


7.9% 
10.1 
5.3 
4.6 


Group 
Rank- 
Earnings    ing 


9.7% 
96 
1.9 
0.8 


14.5 

16.7 

7.2 

11.1 

14.0 

1.8 

3.6 

INDUSTRY   MEDIAN  7.9 

'Gain  or  loss  In  percentage  points. 


14.7 

11.7 

10.9 

5.6 

-  4.3 

-  3.8 
-11.5 

5.6 

tNo  change. 


PROFITABILITY 

(5-year  average) 


Return 

on 
Equity 


Goodvear 
Firestone 
Goodrich 
Uniroyal 

Timken 

Dana 

L-O-F 

Cummins  Engine 

Eaton 

ELTRA 

Budd 

INDUSTRY  MED. 


12.7% 
11.5 

7.4 

8.3 


18.6 
16.2 
15.1 
17.1 
15.7 
9.7 
3.9 
12.7 


Return       Oper.    Group 
on  Profit    Rank- 

Capital      Margin     ing 


10.3%  13.4%  1 

10.2  14.0  2 

6.8  10.6  3 

6.0  8.8  4 


18.6 
16.2 
15.1 
13.2 
13.9 
8.9 
3.6 
10.3 


25.8 
15.4 
28.4 
14.8 
13.8 
9.7 
5.2 
13.8 


1 
2 
3 
4 
5 
6 
7 


TREND 


(latest  12  months  vs.  2-year  average) 


Goodyear 
Firestone 
Goodrich 
Uniroyal 


Dana 

Timken 

ELTRA 

Eaton 

Libbey-Owens-Ford 

Budd 

Cummins  Engine 

INDUSTRY  MEDIAN 


Earnings 
Gain 


8.9% 

8.1 
-34.2 
-37.0 


14.6 
-16.9 
-35.7 
-18.1 
-19.6 
-91.8 
-51.3 
-19.6 


Net  Group 
Profit  Rank- 
Margin*    ing 


-0.1%  1 

t  1 

-1.5  2 

-1.0  2 


-0.3 
-0.5 
-0.3 
-1.3 
-1.8 
-1.6 
-2.7 
-1.0 


1 
2 
3 
4 
5 
6 
7 
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XTtt  figure  that  by  the  yrtt  UOOO  tKett 
1  be  three  hundred  million  AmertcaiM. 
at'a  about  one  hundred  million  nM>rr  of 
han  there  are  today,  h  could  be  aproblcM. 
you  know,  we're  running  a  little  low  Oti 
ter.  And  houses  keep  popping  up  where 
n  used  to  gn>w.  h'ven  t  »c  earth  ia  icettini; 
ttle  ttingy  with  her  fossil  fuels.  


yw5s  to  d«Hritlc  ifiiian  can  stay  on  earth. 


A*  big  as  these  problems  arc,  we  think  they 
fan  be  stilved.  Because  people  arc  K^ttiriR 
smarter  faster  than  they're  having  babies. 


a  company  that  can  command  and  manage 
almost  unlimited  tccfinologics.  A  company 
that  can  {Krrform  the  whole  ran^e  of 


(Every  10  to  1 5  ycar^;  our  store  of  technical    industrial  work,  from  basic  research  to  mas 
knowIiyM^^illJIfB^rhc  real  solution  is  put-     prcxluction.  A  company  that  markets 


work  at  the  right 
ction,  against  the 


i^sX'vJ.StiStmS 


individual  prcxlucts  or  entire  systems,  here 
or  all  over  the  world.  North  American 
Rockwell  is  that  kind  of  a  company. 


Tcs,  wc  know  about  the  hurdles  we'll 
have  to  j»ct  over  to  keep  raising  the 
living  stnncjard  of  more  and  more  people, 
with  fewer  and  fewer  natural  resources 
to  go  around.  We  think  it  can  be  done. 
With  skills,  experience  and  management 


techniques.  The  kind  North  American 
Rockwell  has.  We  employ  nearly 
114,000  people.  Their  skills  and  experi- 
ence cover  the  entire  spectrum  of  defense 
and  space  technologies,  program  and 
systems  management  techniques,  the 


mass  production  and  sale  of  a  large 
variety  of  components  or  complete  u 
for  such  different  markets  as  passen^tj'^ 
cars,  trucks,  trailers,  buses,  farm  equ  r 
ment,  construction  vehicles,  textile 
machinery.  It's  quite  a  collection  of 


m^ 


for  one  company  lo  have.  And 
I't  plan  to  waste  them.  Ri^Ht  n< 
mple.  we're 

vclopmont  •■ 

>rtar  omi;  infcrm;Uion 

ng  anJ  rctrie\*al;  atomic  reactor  ^ 


that  pri> 

v<»n$ume;  systems  for  automatoil  hi>s- 

'  ocean  work. 

ymi  are  tn 
the  kind  «>t  world  your  children  will 
■  ii'nrlr  someday.  Aftt-r  ;ill.  >.>. 


liMiii!  fhcri-,  toti.  It  you  would  like  to 
klu'^^■  more  .ihout  us,  a  copy  of  our 
Annual  Rcp<.>rt  is  yours  for  the  asking;, 
just  write  North  American  RiKkwcIl 
C\>rporation,  2100  East  Imperial 
Hiiihway,  Fl  S-'junJo,  California  9024S 
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Sir 
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While  we're  interested  in  the  hiture,  we're  solving  a  lot  of  today's  problems,  too. 


We're  producing  axles,  brakes,  springs 
and  universal  joints  for  heavy-duty  vehi- 
cles at  the  Rockwell-Standard  Divisions . 
Developing  a  sodium-cooled  Fast 
Breeder  Nuclear  Reactor  at  the  Atomics 
International  Division  .Working  on  the 
nation's  most  advanced  military  and 
space  electronics  systems  at  the  Autonetics 
Division.  Producing  single  shuttle  looms, 
bearings  and  weaving  machines  at  the 
Draper  Division .  Powering  all  three  stages 
of  the  Apollo/Saturn  V  that  will  send 
man  safely  to  the  moon  and  return  at 


-^~m'- 


the  Rocketdyne  Division  .Producing  filters, 
industrial  gears,  other  power  transmis- 
sion equipment  and  cotton  ginning 
machinery  at  the  Industrial  Divisions . 
Probing  the  future  of  supersonic  travel 
with  data  from  the  X-15  and  XB-70A 
advanced  research  aircraft  at  the  Los 
Angeles  Drvision.  Building  tactical  missiles, 
the  mach  2  Vigilante  reconnaissance 
airplane  and  the  OV-lOA  light  armed 
reconnaissance  airplane  at  the  Columbus 


Division.  Designing  and  building  Apollo 
service  and  comniand  modules  at  the 
Space  Division.  Producing  the  country's 
fullest  line  of  business,  agricultural  and 
personal  aircraft  at  the  Aero  Commander 
Division.  Probing  the  basics  of  physics, 
chemistry,  metallurgy  and  mathematics 
at  the  Science  CX'nter.  Designing  at  the 
Ocean  S>'Stems  Operations  a  four-man 
research  submarine  that  will  operate  at 
2,000  feet.  And  we're  working  overseas 
with  affiliates  and  licensees  in  nineteen 
foreign  countries. 


» 


NoiihAmerican 


Branded  Goods 


Liberals  attacked  them.  Doctors  attacked  them.  Trustbusters  at- 
tacked them.  And  the  competition  was  ferocious.  Notwithstanding, 
branded  goods  showed  an  outstanding  earnings  gain  last  year. 


Reading  the  newspapers  alone  would 
have  made  anyone  a  bear  in  the  pro- 
duction of  branded  goods.  It  was  a 
great  year  for  the  trustbusters  as  well 
as  for  attacks  on  misleading  and  taste- 
less advertising  and  health  allegations. 
But  the  financial  reports  tell  a  dilTercnt 
story.  Financially,  branded  goods'  per- 
formance last  year  was  nothing  short 
of  spectacular.  Once  again,  the  hawk- 
ers of  small-ticket  items  to  the  masses 
(cigarette  companies  excepted)  were 
among  the  most  profitable  of  all  U.S. 
industries.  In  fact,  in  the  soap  and  toi- 
letries category.  most  companies 
showed  gains  on  the  Trend  Yardstick. 

Four  of  the  eight  soap  and  toiletries 
companies  registered  a  five-year  return 
on  equity  of  more  than  25'^c — more 
than  twice  the  average  return  for  U.S. 
industry;  these  four  are  among  the  50 
most  profitable  of  the  415  companies 
covered  in  Forbes  Twentieth  Annu.il 
Report  on  American  Industry. 

Avon  Products,  the  door-to-door 
peddler  of  lipsticks  and  whatnots,  was 
for  the  third  straight  year  the  most 
profitable  company  in  the  branded 
goods  industry.  Avon  has  been  able  to 
fatten  its  earnings  by  saving  on  its  ad- 
vertising. The  company's  major  pro- 
motion is  done  by  its  over  300,000 
salesladie<i     Avon's    actual    advertising 


costs  were  only  around  $18  million 
last  year.  6%  of  sales.  That's  below 
Avon's  competitors.  Lacking  Avon's 
ability  to  combine  distribution  with 
advertising,  they  have  no  choice  but 
to  fight  it  out  on  TV. 

Revlon,  for  example,  spent  close 
to  10%  of  its  sales  on  advertising, 
and  Bristol-Mvers.  Colgate-Palmolive 
and  Warner-Lambert  all  spent  from 
20%  to  30%.  What  it  saves  on  ad- 
vertising, Avon  does  not  pass  on  to  the 
customers;  its  prices  are  about  the 
same  as  its  competition. 

Sex  Appeal  or  Happiness? 

In  branded  goods  the  most  impor- 
tant product  is  the  advertising.  It  cre- 
ates the  demands  that  the  endless  lines 
of  new  toothpastes,  soaps,  cigarettes, 
aspirins  and  mouthwashes  then  satisfy. 
The  advertising  defines  the  image  and 
the  consumer  buys  it.  When  the  house- 
wife buys  Ultra  Brite,  she  buys  "sex- 
appeal";  when  she  buys  Ivory,  she 
buys  a  happy  home.  (She  gets  soap, 
too,  of  course,  but  all  soaps  clean.) 

It  is  advertising  that  makes  one 
branded  goods  company  successful; 
another  less  so.  Soaps  and  aspirin  may 
be  "low-cost"  to  the  consumer,  but 
they  still  sell  for  many  times  what  they 
cost    to    produce.   There    is    thus   big 


profit  in  them,  but  only  for  those  com- 
panies that  can  build  enough  vol- 
ume to  justify  a  strong  ad  campaign — 
and  vice  versa. 

So  it  is  that,  Avon  notwithstanding, 
the  massive  advertising  outlay  (more 
than  SI  billion  for  the  13  companies) 
continues  to  pay  its  own  way.  Even 
Procter  &  Gamble,  the  world's  biggest 
advertiser,  soending  close  to  $300  mil- 
lion, showed  a  28.6%  earnings  gain  on 
the  Trend  Yardstick. 

A  temptation  in  this  kind  of  busi- 
ness is  to  expand  outside  your  own 
field  on  the  theory  that  the  man  who 
can  sell  lipstick  can  sell  anything.  This 
doesn't  always  work.  It  certainly  hasn't 
for  Revlon.  Its  boss.  Charles  Revson. 
knows  few  peers  in  persuading  women 
that  his  lipsticks  and  other  cosmetics 
are  somehow  sexier  and  more  chic 
than  other  people's.  Revson  was  the 
first  to  persuade  women,  back  in 
1933,  that  nail  polish  was  a  necessary 
fashion  accessory.  Then  in  1939,  he 
rocked  the  cosmetics  industry  with  the 
then  revolutionary  idea  of  color-link- 
ing nails  to  lips.  This  drew  Revlon  into 
the  full  range  of  cosmetics  and  the 
"total-look"  promotions. 

But  then  Revlon  branched  out  into 
ethical  drugs,  shoe  polish,  women's 
wear.    Outside    the    cosmetics    field, 


YARDSTICKS  OF  PERFORMANCE:  Branded  Goods 


t.comp 


jnies  are  n^teo  .n  each  group  in  order  of  their  performance  through  the  latest  available  12  months.) 


GROWTH 

(5-year  compounded  rate) 


Group 
Rank- 
Sales  Earnings  in| 

SOAP  &  TOILETRIES 

Avon  Products                15.7%  18.6%  1 

Bristol-Myers                 20.6  17.8  1 

Sterling  Drug                  12.8  10.6  2 

Warner-Lambert              16.7  9.2  2 

Colgate  Palmolive             8.5  8.4  3 

Gillette                            9.2  5.3  4 

Procter  &  Gamble             7.1  6.4  4 

Revlon                           10.8  4.9  5 

TOBACCO 

Ptiilip  Morris                     9.5  13.6  1 

American  Tobacco            4.4  4.1  2 

R.J.Reynolds                    2.9  4.3  2 

Liggett  &  Myers              3.1  —2.1  3 

P.  Lorillard                     2.1  2.7  3 

INDUSTRY  MEDIAN               9-2  6.4 

•Gain  or  loss  in  percentage  points.  tNo  change. 


PROFITABILITY 


(S-year  average) 

Return       Return  Oper.    Group 
on              on  Profit    Rank- 
Equity       Capital  Margin     ing 


Avon  Products  42.9% 

Gillette  34.9 

Bristol-Myers  32.7 

Sterling  Drug  25.9 

Warner-Lambert  24.6 

Revlon  19.2 
Procter  &  Gamble  16.9 

Colgate-Palmol.  11.6 


R.J.  Reynolds 
P.  Lorillard 
American  Tobac. 
Philip  Morris 
Liggett  &  Myers 

INDUSTRY  MED. 


19.3 

15.3 
12.8 

14.5 
7.9 

19.2 


41.0% 

34.9 

31.2 

21.9 

21.0 

16.3 

14.8 

10.1 


17.6 
12.0 
11.8 
10.2 
7.5 


26.7% 

28.4 

16.8 

20.7 

19.8 

16.2 

14.4 


29.7 
21.1 
21.5 
14.3 
17.9 


16.3        19.8 


TREND 

(latest  12  months  vs.  2-year  average) 

Net      Group 
Earnings         Profit     Rank- 
Gain  Margin*    ing 


Procter  &  Gamble  28.6%  0.7  1 

Gillette  22.2  0.7  2 

Bristol-Myers  21.1  0.2  3 

Revlon  18.5  0.7  3 

Avon  Products  16.0  -0.2  4 

Co'gate-Palmolive  15.2  0.1  4 

Sterling  Drug  12.7  0.1  5 

Warner-Lambert              4.7  —0.6  6 

Philip  Morris  34.1  0.6  1 

R.J,  Reynolds                   9.1  t  2 

P.  Lorillard  12.5  -0.2  3 

American  Tobacco            3.2  —0.1  4 

Liggett  &  Myers                1.2  -0.5  5 

INDUSTRY  MEDIAN  15.2  0.1 


FORBES,  JANUARY  1,  1S68 


63 


Golden.  It  takes  a  constant  stream  of  new  products   to  keep  a  packaged  goods  company  growing,   but  the 
really  rich  profits  come  from  dependable  oldtimers  like  these,  which,  year  after  year  are  among  the  best-sellers. 


which  still  accounts  for  two-thirds  of 
its  S300-million  volume,  Revlon  has 
not  been  a  spectacular  success.  In 
July  Revlon  bowed  completely  out  of 
women's  clothes,  and  last  May  it 
closed  down  an  artificial  flower  busi- 
ness— quietly  debiting  the  $2.2-million 
loss  to  retained  earnings.  The  effects 
showed  up  on  the  Yardsticks.  The 
company's  five-year  average  return  on 
equity  dropped  by  almost  9%  last 
year.  Apparently  Revson's  techniques 
for  selling  to  the  ladies  have  not  been 
transferable  from  one  industry  to  an- 
other. 

In  a  similar  way,  Colgate-Palmolive 
has  had  only  spotty  luck  in  selling 
soap  and  toothpaste  to  the  consumers 
at  home,  compared  with  its  great 
success  abroad.  Colgate  is  almost 
synonymous  with  toothpaste  overseas, 
where  the  company  traditionally  has 
been  stronger  and  still  gets  about  half 
its  volume.  But  at  home,  Colgate  has 
had  a  hard  fight  to  get  out  from  under 
Procter  &  Gamble's  shadow. 

A  sharp  advertising  campaign 
moved  Colgate  ahead  in  the  U.S. 
with  its  Ajax  line  of  household  cleans- 
ers, but  in  toiletries,  such  as  Cue, 
where  the  big  money  is,  it  has  been 
another  story.  As  a  result  Colgate's 
performance  over  the  past  several 
years  has  been  poor.  In  the  1966  Yard- 
sticks, Colgate  ranked  last  in  Profit- 
ability and  Growth.  And  last  year  too, 
it  lagged  far  behind  competitor  P&G 
in  Profitability  and  Trend. 

"We've  had  problems  with  denti- 
frices," Colgate's  chairman  and  presi- 
dent George  H.  Lesch  said,  "but  now 
we  are  beginning  to  get  back  our  mar- 
ket share."  A  major  new  product 
success  this  year  is  Ultra  Brite,  Col- 


gate's entry  into  the  growing  teeth- 
brightening  part  of  the  toothpaste  mar- 
ket. Unashamedly  promising  sex  ap- 
peal, Ultra  Brite  nabbed  about  8%  of 
an  estimated  $250-million  toothpaste 
market  by  fall  and  was  pushing  10% 
by  year's  end.  Colgate  is  planning  to 
complete  its  attack  on  the  toothpaste 
market  this  year  with  a  new  tooth- 
paste that,  Lesch  said,  "is  still  on  the 
back  burner."  Its  selling  point,  report- 
edly approved  already  by  the  Food  & 
Drug  Administration,  is  that  it  is 
"20%  more  effective  than  any  other 
toothpaste  in  preventing  cavities." 

P&G,  whose  market  share  of  tooth- 
paste slipped  below  50%  for  the  first 
time  in  a  number  of  years,  responded 
defensively  to  Ultra  Brite's  challenge 
by  introducing  new  versions  of  still 
best-selling  Crest  and  Gleam.  But 
P&G's  toothpaste  aches  don't  com- 
pare with  the  treatment  the  company 
received  in  Washington  last  year. 

In  April,  the  Supreme  Court  di- 
rected P&G  to  get  rid  of  Clorox  (ac- 
quired in  1957  for  $30  million  in 
stock)  on  the  ground  that  P&G's  mas- 
sive advertising  power  and  financial 
resources  would  tend  to  limit  compe- 
tition; in  February  the  Federal  Trade 
Commission  forced  P&G  to  sell  its 
Folger  coffee  plant  in  Houston  for 
basically  the  same  reason,  and  now  the 
Justice  Department  is  talking  about 
limiting  advertising  by  companies 
dominating  a  market  through  adver- 
tising and  promotional  power  alone. 

Clairol  Jackpot 

In  1959  Bristol-Myers  bought  Clairol 
at  a  steal  for  $22.5  million  and  Clairol 
proceeded  to  make  hair  dye  respec- 
table.  Two   years    ago    Bristol-Myers 


traded  on  Clairol's  name  by  plunging 
into  beauty  in  general  with  full  lines  of 
Clairol  cosmetics.  "We  are  selling  nat- 
ural fashion  beauty  to  all  women,"  said 
Bruce  S.  Gelb,  president  of  the  Clairol 
division.  "And  we  have  proved  our  cos- 
metics could  be  made  a  complete  part 
of  the  fashion  picture — from  the  top 
down."  Almost  a  year  ago  he  claimed 
Clairol  was  "third  in  the  lipstick  field 
and  No.  Two  in  nail  polish  sales," 
which  must  give  Revlon  and  Avon 
something  to  think  about. 

Today,  Clairol  sales  account  for 
about  a  third  of  the  company's  $500- 
million  sales,  are  growing  contributors 
to  Bristol-Myers'  15% -plus  growth 
rate,  and  are  probably  the  major 
reason  for  the  company's  outstanding 
showing  in  the  Yardsticks.  Even  as 
Clairol  has  moved  into  cosmetics,  the 
company  continues  to  move  on  other 
fronts.  It's  now  in  the  process  of  ac- 
quiring Mead  Johnson,  producer  of 
weight-control  products  and  drugs. 
Assuming  there  are  no  objections  from 
the  Justice  Department,  Mead  John- 
son's sales  of  $131  million  and  earn- 
ings of  $7.3  million  should  combine 
neatly  with  Bristol-Myers"  ethical  and 
proprietary  divisions. 

For  all  their  profitability,  branded 
goods  companies  can  be  extra  vul- 
nerable. At  Warner-Lambert,  the  com- 
pany's star  performer,  Listerine,  lost 
close  to  a  third  of  its  market  share  as 
the  market  broke  wide  open.  The  ex- 
pense of  protecting  Listerine  from  the 
wolves  showed  up  in  the  W-L's  results. 
President  Stuart  K.  Hensley  said, 
"Considering  the  attacks,  Listerine  has 
held  up  pretty  well." 

The  tobacco  companies,  in  the  vor- 
tex of  the  gathering  storm  over  health- 
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Dorothy  might  never  have  visited  Oz 
if  weather  radar  had  been  around. 


Remember  The  Wonderful  Wizard 
of  Oz^  And  how  Dorothy  was  carried 
over  the  rainbow  by  a  tornado? 

Nowadays  she  might  never  have 
made  that  visit.  With  weather  radar, 
the  Weather  Bureau  would  very  likely 
have  detected  the  tornado  conditions 
in  lime  to  warn  her. 

Weather  radar  is  one  of  the  Bureau's 
most  useful  weapons  against  rampag- 
ing weather.  The  trouble  is,  a  complex 
weather  radar  installation  at  each  of 
the  Bureau's  hundreds  of  offices 


would  be  much  too  expensive. 

Up  until  now,  that  is. 

At  the  Weather  Bureau's  request, 
ITT  Industrial  Laboratories  has  devel- 
oped a  low-cost  system  to  transmit 
up-to-the-moment  radar  weather  pic- 
tures to  almost  any  place  in  the  U.S. 

This  unique  system  transmits  the 
radar  pictures,  displayed  on  the  mas- 
ter radarscope,  over  ordinary  tele- 
phone lines  to  simple  receivers  at 
neighboring  stations. 

The  local  weathermen  see  weather 


conditions  firsthand.  They  don't  have 
to  rely  completely  on  reports  relayed 
via  teleprinter  or  telephone. 

This  means  that  local  forecasts  and 
warnings  are  more  accurate.  And  the 
better  they  are,  the  better  off  everyone 
will  be— fisherman  and  farmer,  pic- 
nicker and  pilot. 

Everyone,  that  is,  except  maybe 
Dorothy. 

International  Telephone  and  Tele- 
graph Corporation,  New  York,  New 
York  10022. 


ITT 


Georgia-Pacific 
gets  forests 
groiA/ing 
years  sooner 
tiian  Motlier 
Nature 


The  last  echoes  from  the  power 
saws  had  barely  died  before  a  new 
sound  began  bouncing  ofE  the 
Western  Oregon  mountainside 
. . .  the  pulsating  beat  of  a 
Georgia-Pacific  helicopter 
sweeping  low  to  spread  thousands 
of  prepared  Douglas  fir  tree  seeds 
over  the  harvested  area.  As  they 
hit  the  ground,  the  seeds  began 
replacing  harvested  trees.  We're 
seeding  thousands  of  acres  a  year 


by  helicopter  in  the  western 
states  alone  .  .  .  140,000  acres  in 
the  past  decade! 
Better  Forests  at  Lower  Cost 

Helicopter  seeding  is  the  best 
way  to  speed  the  regrowth  of  our 
forests.  It  gets  forests  growing 
up  to  five  years  sooner  than  if 
nature  did  the  reseeding.  It 
results  in  denser,  better  forests. 
We  replant  by  hand  under  some 
circumstances,  but  helicopter 
seeding  usually  can  do  the  job 
for  about  y^  the  cost. 


Fast  Tree  Gro\A/th  \/ital 

Getting  our  trees  growing  sooner 
is  one  of  the  important  ways 
Georgia-Pacific  meets  the 
increasing  demand  for  forest 
products  .  .  .  demand  that  may 
double  between  now  and  the  year 
2000,  according  to  the  U.S. 
Forest  Service.  This  is  just  one 
way  we  speed  tree  growth  to  meet 
future  needs,  and  it's  another 
good  example  of  why  we're  called 
the  Growth  Company. 


TEN  YEARS  SALES  GROWTH 
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For  further  information  write:  Georgia-Pacific  Corporation,  375  Pork  Avenue. 
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THE  GROWTH  COMPANY 
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versus-smoking  in  the  U.S.  and  Eu- 
rope, are  continuing  to  push  their 
markets  in  the  less  developed  countries. 
.\t  home,  most  companies  are  continu- 
ing to  diversify  out  of  tobacco  in  antic- 
ipation of  the  day,  almost  certainly 
coming,  when  TV  is  declared  off-limits 
to  them — and  to  the  undisputable  fact 
that  cigarette  sales  in  the  U.S.  grew 
only  29c  last  year  to  around  SJ  billion. 
Still,  the  tobacco  men  had  their  satis- 
factions, especially  with  the  new  100- 
millimeter  cigarette.  It  was  the  first 
major  product  innovation  since  filters 
swept  through  the  industry  about  15 
years  ago.  Of  the  18  new  brands  sold 
nationally  last  year,  only  one  (Ameri- 
can Tobacco's  Bull  Durham)  wasn't 
100-miilimeters  long.  In  one  year  the 
1 00s  walked  off  with  10%  of  the  mar- 
ket, about  S328  million  in  sales.  They 
account  for  more  than  15%  of  ciga- 
rette sales. 

Not  First,  But  .  .  . 

American  Tobacco  was  the  first  to 
market  the  100s  (as  a  Pall  Mall  spin- 
off). But  Philip  Morris  was  credited 
with  getting  the  new  product  off  the 
ground  with  its  famed  Benson  & 
Hedges  100  ads,  which  helped  move 
the  product  from  22nd  to  14th  place 
in  cigarette  sales  in  only  one  year. 
The  company  was  the  first  to  exploit 
the  1 00s  on  TV,  and  it  has  paid  off. 
Last  year  the  company's  sales  grew 
16%.  eight  times  faster  than  the  mar- 
ket and  twice  as  fast  as  its  nearest 
v.ompetitor,  P.  Lorillard.  Lorillards 
volume  was  up  8%,  mostly  due  to 
the  success  of  True,  the  company's 
low-tar  cigarette. 

Philip  Morris  was  the  first  tobacco 
company  to  diversify  out  of  tobacco 
in  1957'  It  now  gets  17%  to  18%  of 
its  volume  from  non-tobacco  products. 
Among  them:  specialty  papers  and 
chemicals.  According  to  President 
Cieorge  Weissman,  men's  cosmetics 
might  be  PM's  next  ma)or  diversifica- 
tion. But  so  far  PM  has  fared  poorly 
m  shaving  products  against  Boston's 
Gillette  Co.,  which  had  a  great  1967. 

Last  year  Gillette  was  moving  fast. 
having  got  back  into  the  razor  race 
'.  with  the  Techmatic  continuous  band 
razor  and  hit  it  big  in  the  growing 
men's  toiletries  field.  The  Techmatic 
now  has  about  30%  of  the  market, 
and  when  the  market  settles  down, 
Gillette  expects  to  level  off  at  about 
20%  of  the  total  market. 

This  year  Right  Guard,  the  nation's 
biggest  aerosol  deodorant,  reached 
about  a  $40-million  volume  in  a  mar- 
ket growing  15%  yearly.  Right  Guard 
now  represents  about  55%  of  Gillette's 
total  toiletry  volume.  Last  summer  the 
company  introduced  Nine  Flags  which 
already  has  about  25%  of  men's 
cologne    sales.    Gillette  surprised    the 


DEATH  WISH?  OR  SEX  WISH? 


The  only  thing  certain  about  the 
new  100-millimeter  cigarettes  is 
that  smokers  like  them.  Why  does 
length  turn  the  customers  on?  No- 
body really  knows.  After  all,  such 
gimmicks  as  spearmint  leaves, 
burstable  water  capsules,  coupons, 
pipe-tobacco  cigarettes,  low  tar, 
and  all  manner  of  exotic  filter  vari- 
ations have  failed  to  do  so. 

"Damned  if  I  know  why  they  like 
longer  cigarettes,"  said  a  spokesman 
for  Philip  Morris,  the  company 
credited  with  launching  the  100s 
with  its  Benson  &  Hedges  ads.  "Per- 
haps people  are  looking  for  a  better 
bargain  .  .  ,  more  for  their  money." 
The  fact  is  that  the  100s  generally 
contain  around  15%  more  tobacco 
than  the  85s,  but  the  wholesale 
price  is  only  one  cent  more  a  pack. 
But  President  Edgar  Bennett  of  P. 
Lorillard  had  a  different  theory: 
"The  main  thing  is  that  they  have 
style;  women  seem  to  go  for  them." 

Motivational  research  can  hardly 
claim  credit  for  having  discovered 
this  new  way  to  .sell  tobacco.  But 
its  adherents  do  not  lack  for  ex- 
planations of  what  has  already 
taken  place.  Dr.  Ernest  Dichter, 
the  controversial  and  flamboyant 
president  of  the  Institute  for  Moti- 
vational Research,  begins  with  the 
assumption  that,  "People  smoke  be- 
cause they  are  really  trying  to  kill 
themselves."  But  with  the  rise  of 
filters,  "it's  getting  increasingly  diffi- 
cult." He  pointed  out  that  1967  was 
the  year  the  U.S.  Government  in- 
sisted on  caution  labels,  "so  the 
public  wanted  to  cast  its  vote  too, 
and  they're  voting  for  more  poison 
rather  than  less.  The  label  has  made 
smoking  even  more  attractive,  and 
1  believe  it  will  work  to  the  detri- 
ment of  its  sponsors." 

Dr.  Dichter  said  secondary  moti- 
vations explaining  the  popularity  of 
the  100s  are  that  they  are  mea- 
sured in  millimeters  rather  than 
inches,  "which  appeals  to  our  cos- 
mopolitan love  for  things  that  are 
not  American.  But  the  single  most 
powerful  motivation,  I'd  say,  is  that 
the  longer-length  cigarettes  provide 
a  more  efficient  and  longer  flirtation 
with  death,  like  buying  a  gun  with 
eight  chambers  instead  of  six." 

Alex  Gochfeld  of  Alex  Gochfeld 
Associates,  another  motivational  re- 
search outfit  in  New  York,  said  the 
100s  "came  at  just  the  right  time, 
when  people  were  looking  for  new 
experiences.  It  fits  in  nicely  with  the 
departure  in  women's  clothes — the 
rising  of  the  skirts — and  long  hair 
for  men.   The    100-millimeter   cig- 


arette unquestionably  represents  a 
greater  element  of  sexuality,  a  more 
developed  virility  in  keeping  with 
our  times  and  social  behavior.  It 
promises  more  sensual  enjoyment, 
seven  minutes  instead  of  five,  and 
more  pleasure  in  the  length  itself." 
What's  that  got  to  do  with  mashing 
the  ends  off  cigarettes,  as  in  Wells, 
Rich  &  Greene's  famous  advertis- 
ing for  Benson  &  Hedges?  Gochfeld 
had  an  answer  for  that,  too.  "It 
makes  Benson  &  Hedges  the  danger- 
ous cigarette,  the  daring  cigarette. 
We  are  living  in  an  era  in  which  we 
are  tremendously  interested  in  try- 
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ing  out  new  things,"  he  said. 

Whether  it's  for  the  death  wish, 
for  style  or  simply  to  get  more  for 
their  money,  smokers  have  re- 
sponded to  the  longer  length.  In 
barely  a  year  they  have  gone  from 
almost  nothing  to  more  than  10% 
of  the  market  and  the  end  isn't 
in  sight.  Almost  every  major  brand 
introduced  last  year  was  a  100. 
And  yet,  while  millions  of  smok- 
ers converted  to  the  longer  ciga- 
rettes, the  market  itself  grew  only  a 
poky  2%.  This  means  most  of  the 
"success"  of  the  new  100s  has  been 
achieved  at  the  expense  of  already 
existing  brands,  changing  the  super- 
long  cigarettes  from  an  offensive  to 
a  defensive  new  product. 

All  of  which  underlines  the  lack 
of  real  growth  in  the  cigarette  busi- 
ness these  days.  The  most  exciting 
product  innovation  in  years  has 
done  little  more  than  help  the  in- 
dustry tread  water. 


...  and  GROWTH 

both  worth  examining 

at  Robbins  &  Myers 
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Earnings  Per  Share 
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$50,009,737  ■■■■■■ 

$20,218,891  !!■■■■■■ 

$7.71  ■■■■ 

1967 

$9.58  ■■■■■ 

Get  more  details  on  1967. 

Write  for  R&M  Annual  Report. 


ROBBINS  &  MYERS,  INC. 

1234  Lagonda  Ave.,  Springfield,  Ohio 

R&M  ELECTRIC  MOTORS  ■  R&M  HOISTS  & 
CRANES  ■  MOYNO®  PROGRESSING  CAVITY 
PUMPS  ■  PROPELLAIR®  INDUSTRIAL  FANS 
■  HUNTER  ELECTRIC  HEAT  ■  HUNTER 
HOUSEHOLD   AND    COMMERCIAL    FANS 


industry  and  emerged  from  the  stain- 
less steel  onslaught  smelling  like  a 
rose.  The  company  maintained  its 
strong  position  on  both  the  Growth 
and  Profitability  Yardsticks. 

The  four  other  publicly  owned 
tobacco  companies  spent  1967  fol- 
lowing Philip  Morris'  lead  into  the 
100-millimeter  cigarettes,  expanding 
their  operations  overseas,  diversifying 
out  of  tobacco  and  contending  with 
the  increasingly  severe  health  attacks. 
R.I.  Reynolds'  Winston,  which  for 
years  ran  a  nose-and-nose  race  with 
American  Tobacco's  Pall  Mall  for  first 
place,  opened  a  wide  gap  in  the  brand 
standings,  due  largely  to  the  heavy 
promotion  of  Winston's  100-milli- 
meter cigarette.  The  best-selling  100s 
are  Winston,  Pall  Mall  and  Benson  & 
Hedges.  The  increased  costs  of  pro- 
ducing the  popular  100s  were  more 
than  offset  by  an  industry-wide  price 
increase  of  75  cents  a  thousand  for 
the  100s. 

L&M's  Silly  Millimeter 

Liggett  &  Myers,  which  in  1966 
ranked  last  in  Growth,  Profitability 
and  Trend,  placed  its  bet  last  year  on 
its  new  Chesterfield  101s.  Introduced 
in  the  fall,  the  brand  earned  a 
creditable  1%  of  the  market,  but  it 
wasn't  enough  to  counteract  the  effects 
of  the  company's  other  brands,  most  of 
which  lost  market  shares.  L&M's  total 
share  of  market  dropped  0.3%  to 
8.5%  (a  decline  of  $3  million).  In  a 
concerted  effort  to  diversify  out  of  to- 
bacco, Liggett  &  Myers  acquired  Na- 
tional Oats  ($16  million  in  sales)  in 
September.  Nevertheless,  L&M  ranked 
last  on  both  the  Growth  and  Trend 
Yardsticks. 

Despite  Lorillard's  recent  success 
with  True,  President  J.  Edgar  Ben- 
nett said  his  main  objective  is  to  di- 
versify outside  tobacco.  Lorillard, 
with  95%  of  its  over-$500-million  an- 
nual volume  in  tobacco  products,  is 
the  least  diversified  of  the  tobacco 
companies.  Its  major  non-tobacco  in- 
terests are  in  candy,  catfood  and  a 
packaging  subsidiary.  If  the  proposed 
acquisition  of  Schenley  Industries  had 
materialized,  it  would  have  almost 
doubled  Lorillard's  sales  and  earnings. 
But  the  deal  fell  through.  Said  Ben- 
nett philosophically,  "We  are  actively 
pursuing  diversification  right  now,  be- 
cause we  feel  we  can  put  our  assets 
to  work  faster  in  a  growth  industry." 

For  all  their  problems,  the  branded 
goods  companies  were  among  the  top 
in  all  U.S.  industry  in  profitability  with 
an  average  22.6%  return  on  stock- 
holders' equity  last  year.  All  of  which 
goes  to  show  that  no  matter  what  the 
goods,  branded  goods  is  a  good  busi- 
ness to  be  in — so  long  as  you  know 
how  to  sell.   ■ 
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Paul  M.  Herring 
puts  a  lot  of  stock 
in  his  people... 


"We  keep  our  foundry  as  modern  as  any  in  the 
nation,  with  the  latest-available  equipment  and  tech- 
niques; but  we  never  lose  sight  of  the  fact  that  'Kutz- 
town  Foundry  is  people',"  says  Paul  M.  Herring, 
president  of  the  Kutztown  Foundry  and  Machine 
Corporation. 

"And  ...  we  put  a  lot  of  stock  in  these  people  .  .  . 
people  who  represent  a  collection  of  specific  skills,  a 
blend  of  the  very  old  and  the  very  new  .  .  .  craftsmen 
who  deftly  shape  and  mold  with  skills  acquired  by 
years  of  experience  .  .  .  men  who  possess  skills  fast 
becoming  a  fading  art. 

"For  99  years,  Kutztown  Foundry  has  been  turning 
out  castings  of  unusual  size,  unusual  shape,  and 
molding  to  unusual  specifications.  A  producer  of 
medium  and  heavy  gray  iron  castings,  Kutztown  has 
gained  its  world-wide  reputation  by  building  special- 


ized equipment  for  the  power,  chemical,  food,  steel, 
oil  and  drug  industries. 

"Yes,  'Kutztown  Foundry  is  people'  rightfully  proud 
of  a  reputation  for  outstanding  work  that  has  gone 
to  every  region  of  the  world. 

"Our  facilities  stretch  over  27  acres  and  include 
the  foundry,  pattern  shop,  machine  shop,  labora- 
tories, storage  buildings  and  offices.  It  is  equipped 
to  cast  shapes  up  to  25  tons  .  .  .  and  machine  cast- 
ings up  to  16  feet  in  diameter. 

"What  can  we  cast  for  you  .  .  .  and  where  do  we 
ship  it?" 


Write  today  for  your  free  copy  of  "The  Kutztown 
Story".  .  .  a  compilation,  in  words  and  unretouched 
photographs,  of  our  operation. 


•  Gray  Iron 

•  Pressure  Iron 

•  High  Tensile  Iron 
.  Ni  Resist 

•  Lo  Alloy  Iron 

•  Ductile  Iron 


KUTZTOWN 

FOUNDRY  AND  MACHINE  CORPORATION 

KUTZTOWN,  PENNSYLVANIA  19530    AREA  CODE  215  683-7351 
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The  wait  for  crisp,  clean,  clear, 
copies  has  just  been  cut  in  half! 


Announcing  the  new 


If  you're  tired  of  waiting  around  for  copies  (or  waiting  for  a  secretary 
—  r^r\   who's  waiting  around  for  copies),  now  you  can  do  something 

high-speed  Coronastat  88  °bout it  ,  .««.^  , 

*^  •  .  You  con  get  a  new  high-speed  Coronostot   88    desk-top 

deSK'tOO  COOier         copier.  The  Cor.onastat  88  runs  off  crisp,  clean,  clear  copies  so  fast  it's  like  having 
■  r"^  •        fwo  copiers  instead  of  one.  It  cuts  down  tie-ups.  Speeds  work  flow. 

Boosts  efficiency.  And  the  reduced  work  time  it  takes  to  make  copies,  can  cut 

the  cost  of  every  copy  mode. 


/t.f„ 


Not  only  is  the  Coronastat  88  faster, 
it's  more  reliable,  too  — with  dozens  of 
improvements  for  extra  dependable 
performance. 

If  you  need  more  than  one  copy,  the 

new  Coronastat  88  lets  you  make  1  to 

1 0  copies  automatically.  Simply  dial  the 

number  of  copies  you  want  and  insert  your 

original  — seconds  later  your  copies  ore  ready. 

If  you  need  fewer  copies,  take  a  look  at  the  new  ! 

single-copy  Coronastat  66.™  it's  high-speed,  too. 

Don't  wait  for  a  demonstration.  Call  your 

Coronastat  representative  today. 


You  can't  beat  the  system:  Coronastat. 


SMITH-CORONA  MARCHANT 

Division  of  SCM  Corporation 
410  Pork  Avenue,  New  York,  N.Y.  10022. 
Offices  in  Conodo  and  major  cities 
throughout  the  world. 


S/C/M 
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Airlines 

Despite  their  vastly  growing  market  and  their  wonderful  technology,  the  airlines 
are  heading  into  troubles.  In  a  very  real  sense  the  industry  has  a  tiger  by  the  tail. 


■In  1939."  C.R.  Smith,  chairman  of 
American  Airlines,  the  nation's  sec- 
ond-largest carrier,  is  fond  of  remi- 
niscing. "U.S.  airlines  carried  1.7  mil- 
lion passengers  for  the  year.  Today 
we  transport  more  than  that  in  a  week. 
We  will  carry  100  million  passengers 
m  1967.  nearly  200  million  in  1975 
and  500  million  by  1985.  And  by  1985 
the  volume  of  air  freight  will  be  20 
times  that  of  today." 

No  doubt  true,  and  an  exciting  pros- 
pect. Bui  as  far  as  stockholders  are 
concerned,  the  industry  would  be  bet- 
ter off  if  the  growth  were  somewhat 
slower.  The  fact  is  that  the  need  for 
new  aircraft  and  for  ground  facilities 
to  support  them  is  outpacing  any  pos- 
sibility of  generating  the  cash  flow  to 
pay  for  them.  In  1967  the  industry 
had  a  total  capital  investment  of  $8 
billion;  by  1970.  just  three  years  hence, 
the  investment  will  have  more  than 
doubled  to  $17  billion.  In  today's 
tough  capital  markets  raising  S3  bil- 
lion a  year  is  a  tall  order. 

As  against  the  S9  billion  in  new 
capital  needed,  the  airlines  will  do  well 
to  generate  about  S3  billion  in  cash 
flow  over  these  three  years.  They  are 
already  heavily  in  debt:  interest  rates 
on  new  borrowing  are  sky  high.  It  is 
thus  perfectly  clear  that  almost  every 
one  of  the  major  airlines  will  have  to 
engage  in  equity  financing — or  in  con- 
vertible bond  financing,  which  comes 


down  to  almost  the  same  thing. 

"Our  need  for  new  capital  is  grow- 
ing much  faster  than  our  ability  to 
supply  it  from  earnings  and  reserves," 
Smith  continues.  "In  1966,  for  ex- 
ample, American  earned  $52  million. 
Depreciation  and  deferred  taxes 
amounted  to  $76  million:  total,  $128 
million.  But  we  spent  nearly  $250  mil- 
lion for  new  airplanes  and  equipment 
that  year,  giving  us  a  cash  deficit  of 
$122  million." 

More  &  More  &  More 

Smith's  American  is  still  following 
the  same  course.  In  June  of  1967  it 
sold  $167  million  worth  of  41/4%  de- 
bentures convertible  into  common  at 
$47  through  1979.  thus  bringing  to 
$287  million  the  total  of  debt  con- 
vertible into  common  stock.  These 
various  bonds  are  convertible  into 
something  like  7.5  million  common 
shares — a  27%  dilution.  Had  these 
shares  been  converted,  even  allowing 
for  savings  in  interest,  per-share  earn- 
ings in  the  12  months  through  Sept.  30 
would  have  dropped  to  about  $2.34 
from  $2.66. 

The  problems  that  Smith  talks  about 
are  the  same  ones  that  face  all  of  the 
big  U.S.  air  carriers.  All  are  faced  with 
the  necessity  for  huge  outlays  lor  the 
new  planes  of  the  future.  In  1972, 
Pan  American  is  taking  delivery  of  its 
first  Concorde  supersonic  plane.  If  the 


craft  works  well,  other  airlines  will 
have  to  buy  them — not  because  they 
want  to,  but  to  keep  from  losing  busi- 
ness to  Pan  Am.  Another  such  mixed 
blessing  is  the  Boeing  747,  capable  of 
seating  as  many  as  490  passengers, 
though  most  airlines  are  ordering  a 
350-seat  configuration.  In  short,  the 
airlines  are  on  what  Smith  calls  a  "col- 
lision course"  with  a  number  of  un- 
favorable factors  stemming  from  tech- 
nology, from  growth  and  from  social 
factors — all  beyond  their  control.  Air- 
line investment  experts  point  out  that 
although  1967  was  a  banner  year  as 
far  as  revenues  were  concerned,  yields 
still  do  not  come  up  to  expectations. 
As  the  Trend  Yardstick  shows,  the  air- 
lines had  a  median  earnings  gain  of  on- 
ly 4.4%  for  the  latest  12  months  vs. 
the  average  net  per  share  for  the  pre- 
vious   two   years    (see    Yardsticks). 

In  part,  this  was  due  to  the  big  utili- 
zation of  promotional  fares,  to  ris- 
ing costs,  to  inflation.  The  rising  costs 
are  not  measured  just  by  the  increased 
prices  of  airplanes  (and  the  new  747s 
go  for  over  $20  million  each)  or  by 
higher  labor  costs.  There  is  also  the 
tough  problem  of  congested  airports. 
Said  Continental's  President  Robert  F. 
Six,  "In  Los  Angeles  we  too  frequently 
incurred  delays  approximating  an  en- 
tire day's  utilization  of  a  Boeing  707. 
Each  30-minute  air  traffic  delay — and 
we  had  more  than  1,000  at  Los  An- 
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geles  and  O'Hare  in  1966 — increases 
the  operating  cost  of  the  airline  by 
$500,  or  a  minimum  total  for  the  year 
of  $500,000. 

"Not  only  do  we  have  air  traffic 
congestion,  but  airport  ground  conges- 
tion is  getting  more  serious  by  the 
month,"  he  continued.  "In  1966,  for 
instance,  at  Los  Angeles  there  were 
two  radio  alerts  warning  people  to 
stay  away  from  the  airport  because  of 
traffic  problems  and  because  there 
were  no  parking  spaces  left." 

At  Chicago's  O'Hare  Airport,  where 
the  airport  traffic  control  center  itself 
estimates  that  under  optimum  con- 
ditions it  can  handle  80  take-offs  and 
landings  an  hour,  more  than  100  take- 
offs  and  landings  are  scheduled  for  the 
"prime  time"  hours  of  6  p.m.  to  7  p.m. 
and  7  p.m.  to  8  p.m.  At  O'Hare,  there 
are  19  scheduled  departures  at  precise- 
ly 5  p.m. 

"Such  scheduling,"  warned  Six, 
"raises  the  question  whether  the  pas- 
sengers will  be  willing  to  pay  higher 
fares  that  will  ultimately  be  necessary 
to  keep  schedules  convenient  to  them." 

But  will  the  customers  and  the 
stockholders  really  have  to  pay?  Won't 
the  various  governments  take  care  of 
this  problem,  as  they  have  of  airport 
expansion  and  supporting  facilities  al- 
most from  the  beginning?  Probably 
not,  at  least  not  to  the  same  degree  as 
in  the  past.  The  federal  budget  is 
strained  to  the  breaking  point  and  so 
are  local  budgets.  The  cost  of  borrow- 
ing by  public  authorities  is  higher  than 
at  any  time  in  history.  Moreover,  air- 
lines are  no  longer  a  struggling  little 
industry,  requiring  government  spoon- 
feeding. It  is  all  but  certain  that — 
either  directly  or  through  higher  land- 
ing fees  and  fuel  taxes — the  airlines 
themselves  are  going  to  have  to  pay 
the  price  of  building  new  airports  and 
of  making  sure  their  customers  get  to 
and  from  the  airports.  Even  tougher  in 
the  long  run  is  the  simple  but  unan- 
swerable question:  Where  is  the  land 
coming  from  to  expand  airports  and 
build  new  ones  in  and  around  the  ma- 
jor cities  where  most  of  the  traffic 
goes? 

Going  Up? 

George  E.  Keck,  president  of  United 
Air  Lines,  warned  that  he  thought 
there  would  be  a  need  for  a  general 
increase  in  basic  air  fares  in  the  near 
future,  though  he  refused  to  be  more 
specific  than  saying  that  the  request  for 
the  fares  would  be  made  "in  the  next 
six  months  or  as  long  as  a  year  or 
more  from  now."  The  airlines  have  al- 
ready asked  permission  to  raise  or  to 
restrict  certain  promotional  fares. 

But  if  fares  go  up,  will  the  airlines 
get  all  the  growth  in  nonbusiness  travel 
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that  they  are  counting  on?  And  how 
can  fares  be  raised  in  the  face  of  the 
accelerating  buildup  of  equipment? 
How  are  the  extra  seats  going  to  be 
filled? 

All  this  raises  some  difficult  ques- 
tions about  the  future  profitability. 
Look  at  the  Yardsticks.  In  return  on 
equity,  the  airlines  are  among  the 
most  profitable  of  all  major  industries, 
with  average  returns  for  the  five-year 
period  1962-66  ranging  as  high  as 
28%  (Delta,  Northwest,  National) 
and  an  industry  median  of  19.4%. 
This  compares  with  an  industry  medi- 
an of  18.8%  for  the  drug  industry  and 
19.2%  for  branded  goods  over  the 
same  period. 

1955  1961  1966 

I 1 1 1 1 1 1 1 1 1 r 

4.0  BILLIONS  OF  DOLLARS 


MILLIONS  OF 
DOLLARS  -50 


But  look  at  the  next  column,  return 
on  capital.  This  statistic  spreads  the 
profit  not  merely  against  equity  capital 
but  against  borrowed  capital  as  well; 
it  takes  out  the  leverage  factor.  Here 
median  airline  Profitability  for  the  five- 
year  period  becomes  much  more  mun- 
dane at  9.7%.  By  contrast,  median  re- 
turn on  capital  for  the  same  years 
was  18.1%  for  the  drug  industry, 
16.3%  for  branded  goods.  The  big 
trunk  and  international  lines,  United, 
American,  Pan  American  and  TWA 
show  merely  average  returns  of  10% 
or  less.  Obviously,  the  leverage  in- 
herent in  the  industry's  capital  struc- 
ture accounts  for  much  of  the  current 
very  high  rates  of  profitability  most 
airlines  enjoy. 

The  danger  is  clear:  If  higher  costs 
or  an  increase  in  the  number  of  empty 
seats  cut  into  operating  profits,  the  in- 


dustry's leverage  will  begin  to  operate 
against  it,  rather  than  for  it.  It  wasn't 
so  long  ago  that  this  was  the  case. 
In  1959,  operating  revenues  for  the  11 
U.S.  domestic  trunk  carriers  totaled 
$1.8  billion,  net  income  was  $62  mil- 
lion. In  1961,  as  the  cost  of  the  new 
jets  was  felt,  total  revenues  were  $2 
billion  and  the  carriers  showed  a  deficit 
of  ^$35  million. 

Cream  vs.  Milk 

The  Forbes  Yardsticks  show  up  an- 
other peculiarity  of  airlines  economics. 
Unlike  most  industries,  it  is  the  smaller 
companies  in  airlines  that  show  the 
best  rates  of  Profitability.  The  big 
profit  makers  are  Delta,  with  a  five- 
year  average  return  on  equity  of 
28.4%;  Northwest,  with  27.6%;  Na- 
tional, with  27.8%;  Continental, 
25.2%.  Yet  the  Golden  Little  Four 
combined  are  not  much  bigger  in 
revenues  than  United  alone,  whose  re- 
turn of  14.1%  is  barely  half  of  theirs. 

Why?  The  fact  is  that  size  is  not  the 
determining  factor  in  the  airlines  in- 
dustry unlike,  say,  the  auto  industry.  In 
fact,  size  may  work  against  you  in  the 
airlines  because  in  the  course  of  build- 
ing up  a  route  system,  an  airline  may 
enjoy  bigger  and  bigger  total  revenues, 
but  it  may  also  accumulate  a  good 
many  short-haul,  and  therefore  un- 
profitable, schedules.  The  nonstop  New 
York-Miami  route,  for  example,  is  a 
top-notch  profit  maker,  but  there  are 
relatively  few  airline  bidders  for  the 
sole  rights  to  a  route  that  must  fly 
New  York-Philadelphia-Washington- 
Norfolk-Atlanta-Miami. 

The  fact  remains  that  the  smaller 
lines  face  the  same  problems  the  giant 
ones  do.  Delta's  revenues  for  its  fiscal 
year  ending  next  June  30  are  estimated 
at  10%  higher  than  the  record  near- 
$400  million  for  the  previous  fiscal 
year,  but  earnings  are  expected  to  de- 
cline from  the  record  $7.72  of  fiscal 
1967.  To  be  sure,  the  lower  figure  for 
the  current  year  was  due  almost  en- 
tirely to  the  fact  that  in  1966  the  air- 
line was  the  beneficiary  of  the  midyear 
airline  strike.  Thus  Delta  President 
Charles  H.  Dolson  is  not  so  much  wor- 
ried about  the  present  as  the  future. 

"What  we  face,"  said  Dolson,  "is 
a  deterioration  of  yield  due  to  the 
lessening  of  fares  and  rising  costs. 
The  whole  industry  is  faced  with  the 
problem.  Airport  fees  are  going  up 
while  the  facilities  are  getting  worse, 
and  these  new  airplanes  are  costing  a 
fortune — better  than  $20  million  for 
a  747.  Through  1970,  we're  going  to 
have  to  lay  out  a  total  of  $400  million." 

Dolson  explained  why  the  industry 
cannot  help  but  make  these  gigantic 
gambles.  "The  basic  reason  for  ex- 
tending ourselves  this  far  financially 
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If  you  ask  me,  Friends,  I'd  say  GENESCO 
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Of  course  Genesco  is  a  name  you  won't  find  on  your  ballot . . .  but  it  keeps  getting 
votes  of  confidence  from  more  and  more  people  who  recognize  the  dynamic  vitality 
of  the  world's  largest  manufacturer  of  things  to  wear.  We  dress  the  people,  not 
fl^-Zdress  them.  Under  many  different  brand  names,  Genesco  wearables  are  distrib- 
uted through  24,000  stores,  timed  right  for  all  the  members  of  the  family,  for  every 
hour  of  the  day,  for  inside  and  out,  for  any  climate.  The  corporation  has  grown 
with  the  nation:  what  was  not  long  ago  a  small  company  is  now  a  $900,000,000 
corporation,  and  has  doubled  in  volume  every  six  years  since  1942.  International 
in  scope,  Genesco  builds  on  sound  financial  structure  and  management  vision. 

Friends,  lend  an  ear:  or  rather,  cast  an  eye  on  our  Annual  Report.  Just  write  or  phone. 
Even  one  reading  will  convince  you  that  if  it's  something  to  wear,  it's  Genesco's  business. 
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GENESCO  INC.  iKal 
Box  FO,  Genesco  Building,  730  Fifth  Avenue,  New  York,  N.Y.  10019.  JU  2-9090 
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for  these  new  planes  and  all  the  other 
new  equipment  we're  buying  is  that 
I  think  we've  gotten  all  the  good  we're 
ever  going  to  get  out  of  the  jets  we're 
now  flying.  When  these  jets  came  in, 
they  represented  a  real  breakthrough. 
They  could  handle  the  sudden  surge 
of  new  traffic  that  the  old  piston  planes 
couldn't,  and  they  brought  the  seat 
costs  down  something  fantastically. 
But  all  the  prognostications  are  for 
ever-increasing  air  traffic  in  the  years 
ahead,  and  the  present  planes  just 
won't  be  up  to  the  demands  that  will 
be  placed  on  them." 

BranilT  President  Harding  Lawrence 
put  a  somewhat  better  face  on  the 
same  facts.  "We  have  a  good  invest- 
ment base,"  he  said.  "We  have  good 
leverage  and.  despite  the  size  of  the 
advance  investment  we're  making, 
we're  generating  a  lot  of  cash  because 
of  all  the  planes  we've  been  buying 
lor  the  past  few  years.  I  don't  doubt 
the  future  for  a  moment." 

Lawrence,  however,  has  some  spe- 
cial factors  going  for  him.  The  Civil 
Aeronautics  Board  last  November  ap- 
proved plans  of  Ling-Temco-Vought 
to  acquire  the  Greatamerica  Corp., 
BranifT's  80%  controlling  stockholder. 
With  a  parent  company  with  assets 
of  $1  billion,  Braniff  should  be  in  a 
much  stronger  position  than  formerly 
to  finance  its  expansion.  Lawrence  also 
hopes  to  be  able  to  realize  the  new 
route  potential  that  came  with  Braniff's 
acquisition  of  Panagra  early  in  1967. 
Perhaps.  But  for  1967  BranifT's  reve- 
nues are  projected  at  $275  million  from 
$188  million  in  1966,  while  earnings 
are  expected  to  fall  far  below  1966's 
$3.02  per  share.  The  lower  earnings 
were  the  result  of  a  number  of  factors, 
including  the  cost  of  integrating  its 
Panagra  acquisition  and  adding  sub- 
stantial new  capacity. 

President  Lewis  Maytag  Jr.'s  Nation- 
al Airlines  expects  that  revenues  for  its 
fiscal  year  ending  next  June  30  will  be 
$235  million,  a  record  high,  compared 
with  $180  million  for  the  previous 
fiscal  year,  in  which  an  estimated  $25 
million  was  lost  due  to  a  machinists' 
strike.  Even  so,  margins  were  narrow- 
ing because  of  increased  costs  and  low- 
ered operating  income.  Earnings  for 
fiscal  1967  are  projected  at  $3  a  share 
(following  a  2-1  stock  split  in  Nov., 
1967)  compared  with  1967's  $2.03. 

Storer  Broadcasting's  Northeast  Air- 
lines was  beginning  to  show  signs  of 
life  after  years  of  wallowing  in  debt 
and  financial  disaster.  Not  that  North- 
east was  out  of  the  woods  by  any 
means;  its  1967  revenues  will  be  sub- 
stantially over  the  $62  million  of  the 
previous  year,  but  the  benefits  of  its 
permanent  Boston-New  York-Florida 
route  were  not  expected  to  be  reflected 
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Beauty.     The 

new  uniforms 
the  airlines  are 
having  de- 

signed for  the 
girls,  ranging 
from  the  se- 
date to  the  psy- 
chedelic, may 
not  do  much 
for  earnings, 
hut  they  make 
flying  a  good 
deal      prettier. 


for  at  least  another  year  or  two. 

Western  Airlines,  which  is  a  great 
deal  bigger  than  Northeast,  put  1967 
revenues  at  some  $195  million,  up 
from  the  $177  million  of  the  previous, 
year,  but  earnings  at  $3  a  share  com- 
pared with  a  pro-forma  $3.79  of  the 
prevjous  year  (Pacific  Northern  Air- 
lines was  merged  into  Western  last 
July).  J.  Judson  Taylor,  Western's 
-senior  vice  president  and  treasurer, 
blamed  the  weakness  in  earnings  on 
the  discount  fares — nearly  a  third  of 
Western's  revenue  passengers  were  on 
special  fares,  he  said. 

Of  the  bigger  lines.  Eastern  con- 
tinued to  show  a  substantial  recovery 
over  the  dreadful  years  of  1960-64. 
when  it  showed  a  deficit  on  every  sin- 
gle annual  report.  Its  1967  revenues 
are  in  the  area  of  $685  million  (though 
a  comparison  with  the  $501  million  of 
1966  would  be  invalid,  since  Eastern 
was  one  of  the  lines  hit  by  the  strike), 
and  earnings  are  estimated  at  $3.25  a 
share,  up  from  $1.59. 

Pan  American  World  Airways  gained 
heavily  in  military  traffic  to  and  from 
Vietnam.  This  helped  offset  some  of 
the  commercial  traffic  lost  during  in- 
ternational troubles,  such  as  the  Arab- 
Israeli  War.  PanAm's  1967  revenues 
came  out  about  13%  higher  than  its 
record  $841  million  in  1966.  but  prof- 
its will  be  some  10%  below  1966's 
$2.31.  PanAm  was  the  first  to  make 
a  sizable  order  of  747s.  The  order  is  so 
large  that,  as  R.G.  Ferguson,  vice  pres- 
ident for  finance,  pointed  out,  it  re- 
quires that  the  airline  will  have  made 
an  investment  of  $300  million  in  the 
plane  by  September  of  1969 — when 
the  first  747  is  scheduled  to  be  deliv- 
ered. In  addition  to  this,  PanAm  has  15 
of  the  U.S. -made  SSTs  on  order,  and 
eight  Concordes,  the  British-French 
supersonic  plane  that  is  beginning  its 
tests.  At  present.  American  has  ten 
747s  on  order,  TWA  has  22  and 
United.  18. 

Trying  Times 

With  the  unquestioned  growth  that 
lies  ahead  for  the  industry,  it  wasn't 
really  a  case  of  impending  disaster. 
What  it  all  boiled  down  to  was  this: 
The  happy,  relatively  easy  years  that 
followed  the  early  troubles  with  the 
jets  are  now  history.  The  industry 
faces  a  new  set  of  challenges,  none  of 
them  easy.  It  may  again  surmount 
them  and  emerge  on  a  new  and  sunny 
plateau  of  profitability  in  the  mid-70s. 
But  for  the  next  few  years,  the  air- 
lines are  going  to  have  their  hands 
full.  In  the  explosive  growth  of  their 
markets  and  of  their  technology,  they 
have  a  tiger  by  the  tail.  They  can't  let 
go,  but  it's  going  to  be  hard  hanging 
onto  the  tail  of  this  tiger.  ■ 
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LA  HUblMQN   PAPER   FROM   NATIONAL  CAN  CORPORATION! 


We  Like  Fussy  Customers! 


It's  strange,  but  our  business  is  built  on  frowns, 
searching  looks  and  close  examinations.  We've  found 
over  the  years  that  the  customer  we  work  with  best 
is  like  this  fellow  using  a  can  micrometer,  who  care- 
fully examines  our  proposals  and  products.  We  know 
that  under  close  scrutiny  National  Can's  customer 
services  will  prove  to  be  the  most  adaptable  in  our 


industry.  Customers  we  like  best  are  the  ones  who 
know  how  to  use  National  Can  products  effectively 
to  make  their  own  businesses  grow.  They're  the  ones 
who  see  the  special  applications,  the  new  possibili- 
ties in  our  container  products. 

Fussy  customers  are  the  ones  we  stay  with  and 
the  ones  we  grow  with. 


^  National  Can  Corporation 

Midwav  Center/5959  South  Cicero  Avenue,  Chicago,  Illinois  60638 
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Drugs 


Being  one  of  the  most  profitable  U.S.  industries  has  its  burden — the  previous  year's  recorc 
profits.  Yet,  an  off-year  like  1967  would  still  be  a  good  year  by  the  standards  of  most  industries. 


Last  year  wns  one  of  the  trying  years 
for  the  drug  industry,  but  not  a  poor 
one  for  profits.  Half  of  the  ten  com- 
panies on  the  Trend  Yardsticks  showed 
at  least  a  modest  improvement  in 
earnings  compared  with  the  average  of 
their  1965-1966  earnings  per  share. 
This  won  no  prizes  but  was  better  than 
many  other  industries  could  show. 

Industry  sales  and  earnings  gains 
slowed  but  remained  impressive  over- 
all: Sales  increased  about  10%  com- 
pared with  18%  in  1966  and  15%  in 
1965;  earnings  were  up  7%  compared 
with  1966's  13%  and  1965's  21%. 

"The  return  on  equity  and  operat- 
ing profit  margin  was  good,  quite  high 
in  fact,"  says  Edwin  D.  Pawling,  sen- 
ior drug  analyst  for  H.  Hentz  &  Co. 
"The  net  profit  margin  is  still  good." 
The  Forbes  composite  Yardsticks  for 
31  industries  confirms  that  the  drug 
industry  remains  near  the  top  in  Profit- 
ability ranking. 

Political  Problems 

However,  the  drug  industry's  prob- 
lems were  political  rather  than  eco- 
nomic. For  drug  prices  have  become 
a  charged  political  issue,  especially 
among  the  politically  potent  oldsters. 

Still,  whether  controls  on  drug  prices 
will  come  in  1968,  another  year,  or 
never,  the  industry  has  learned  to  live 
with  government  regulations.  If  it  had 
not,  it  would  have  withered  away  long 
ago.  (First  federal  legislation  was 
"doom"  in  1906.)  "I  know  they're  go- 
ing to  lose  some  money  for  a  while," 


Senator  Russell  Long  said  about  his 
proposed  regulation,  which  would 
specify  what  drugs  would  be  author- 
ized for  Social  Security  recipients  and 
fix  a  ceiling  on  government  reimburse- 
ment. "That's  why  they're  spending  so 
many  dollars  fighting  me." 

The  period  "for  a  while"  probably 
would  be  a  very  short  one  for  the 
bigger,  better  managed,  more  diversi- 
fied companies.  The  U.S.  has  a  growing 
population  with  an  increasing  per- 
capita  income  to  spend  for  drug  prod- 
ucts. With  all  that  going  for  them,  the 
industry's  better  companies  should  be 
able  to  take  their  problems  in  stride. 

Not  every  company  is  certain  to 
prosper,  however.  Smith  Kline  & 
French,  for  one,  has  been  unable  to 
surmount  recent  difficulties.  SK&F  has 
the  highest  profitability  rate  of  any  of 
the  leading  drug  companies  (see  Yard- 
sticks). This  is  due  to  the  company's 
commanding  lead  in  the  field  of 
tranquilizers.  But  tranquilizers  have 
been  getting  more  competitive  and 
price-cutting  has  resulted.  SK&F's 
growth  has  slowed,  dropping  it  from 
second  place  to  sixth  on  Forbes 
Growth  Yardsticks  in  a  year. 

SK&F  obviously  needs  new  prod- 
ucts. To  get  them,  it  has  changed  top 
management  twice  in  two  years.  Thom- 
as M.  Rauch,  who  became  president  in 
September,  has  changed  the  emphasis 
in  research,  and  last  year  the  Food 
&  Drug  Administration  okayed  four 
new  SK&F  ethical  products.  Mean- 
while, the  company  continued  to  spend 


heavily  to  push  its  beachhead  in  pre 
prietary  (over-the-counter)  drugs,  n( 
tably  its  cold  remedy,  Contac.  Unle; 
Rauch  can  step  up  SK&F's  growth  rati 
however,  it  may  not  long  hold  the  to 
spot  in  Profitability.  As  the  Trend  fij 
ures  show,  SK&F's  current  profit  ma: 
gins  fell  below  those  of  the  two  pri 
ceding  years. 

Declines  Hurt 

Price-cutting  was  taking  its  toll  else 
where  in  the  industry,  too,  especiall 
in  antibiotics  (e.g.  Chloromycetin.  Te 
ramycin,  and  Lincocin).  Hardest  h 
were  Chas.  Pfizer,  Parke,  Davis  an 
Upjohn.  Try  as  they  could,  none  of  tt| 
three  firms  could  really  offset  decliniri 
antibiotic  sales  and  earnings.  Park 
Davis  stayed  at  the  bottom  of  tl: 
Growth  Yardsticks  and  slipped  nean 
the  bottom  in  Trend  and  Profitabilii 
despite  Chairman  Austin  Smith's  re^ 
ord  of  getting  two  new  drugs  a 
proved  by  the  FDA  last  year.  Bo' 
Parke,  Davis  and  Upjohn  suffered  rea 
ly  bruising  profit  declines  last  year  (s> 
Trend),  but  Pfizer's  decline  was  mo 
erated  by  diversification:  cosmetic 
toiletries,  proprietaries,  chemicals. 

Working  against  Parke,  Davis  w 
the  expiration  of  the  patent  of  one  • 
its  broad-spectrum  antibiotics,  Chlor 
mycetin.  Pfizer  stands  to  lose  contr 
of  tetracycline,  because  the  Feder 
Trade  Commission  ruled  that  the  cor 
pany  must  license  other  firms  to  mal 
that  broad-spectrum  antibiotic.  (Pfiz 
has   appealed   the   ruling.)    It  is  no 


(Companies  are  listed  in  each  group  in  order  of  their  performance  through  the  latest  available  12  months.) 


GROWTH 

(5-year  compounded  rate] 


Group 
Rank- 


Sales 

Earnings 

ing 

Merck  &  Co. 

12.6% 

21.2% 

1 

American  Home  Prod. 

13.8 

11.4 

2 

Eli  Lilly 

12.9 

16.4 

2 

Abbott  Laboratories 

13.0 

9.2 

3 

Johnson  &  Johnson 

8.1 

16.4 

4 

Pfizer  (Chas.) 

10.7 

8.3 

S 

Smith  Kline  &  French 

7.1 

6.4 

6 

Upjohn 

8.2 

4.7 

6 

Richardson-Merrell 

8.7 

4.6 

7 

Parke,  Davis 

5.3 

2.0 

8 

INDUSTRY  MEDIAN 


9.7 


'Gain  or  loss  In  percentage  points.  tNo  change. 


PROFITABILITY 

(5-year  average) 


Smith  Kline 
Merck  &  Co. 
American  Home 
Eli  Lilly 

Richard.-Merrell 
Upjohn 
Abbott  Labs. 
Pfizer  (Chas.) 
Parke,  Davis 
John.  &  John. 

INDUSTRY  MED. 


Return 

on 
Equity 

34J% 

26.0 

30.2 

18.8 

21.1 

17.3 

15.7 

18.7 

15.5 

13.5 

18.8 


Return 

on 
Capital 

34.4% 

26.0 

29.9 

18.8 

21.1 

17.3 

15.7 

17.1 

15.5 

13.5 

18.2 


Oper. 

Group 

Profit 

Rank- 

Margin 

ing 

35.2%     1     1 

31.5 

2 

22.6 

3 

26.8 

4 

21.1 

5 

29.3 

5 

22.3 

6 

19.8 

6 

22.2 

7 

13.3 

8 

22.5 

TREND 

(latest  12  months  vs.  2-year  average) 


Merck  &  Co. 
Johnson  &  Johnson 
American  Home  Prod. 
Eli  Lilly 

Smith  Kline  &  French 
Abbott  Laboratories 
Pfizer  (Chas.) 
Richardson-Merrell 
Parke,  Davis 
Upjohn 

INDUSTRY  MEDIAN 


Earnings 
Gain 

17.8% 
16.6 
15.2 
16.3 

-  0.2 
1.6 

-  0.9 

-  5.7 
-27.7 
—17.8 

0.7 


Net     Groui 
Profit     Rank' 
Margin*    ing  • 


0.4 

0.4 

0.4 

t 

-0.7 

—1.4 

-0.7 

-1.1 

-4.3 

-4.8 

-0.7 
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Why  should  you  spend  the  couple  extra  bucks 

for  Catalina  fleet  cars? 

After  all,  you  don't  do  the  driving. 


'ou're  in  charge  of  buying  cars,  and  you've 
Jr  really  considered  Catalina.  Okay.  But  what 
[lit  your  salesnnen  or  lessees — the  ones  who've 
1  driving  the  so-called  bargains  you've  purchased  in 
past?  Wouldn't  they  be  happier  with  Catalina's  longer 
■-in.  wheelbase  that  absorbs  road  irregularities  better 
■I  human  backbones  ?  That  looks  good  enough  to  be  seen 
ing  at  the  front  door?  That  comes  with  Wide-Track, 
.iperb  handling  feature  you  won't  find  on  any  other 
e  of  car  ? 
I  if  you'll  check  the  money  you've  gotten  back  for  your 


used  cars,  you  won't  cringe  at  spending  the  couple  extra 
bucks.  Because  Catalina  traditionally  has  the  highest  re- 
sale value  in  its  class.  ■  ■  ■  ■ 
So  look.  Stop  in  and  see  your  local  Pontiac 
dealer.  Or,  contact  our  Fleet  Sales  Department, 
Pontiac  Motor  Division,  Pontiac,  Michigan 
48053.  Show  people  you  really  aren't  a  bad 
guy  after  all.                                                             mark  of  txcenENCE 


THE  PILL:  'PRIM/T/VE  BY  1980'- 


G.D.  Searle  &  Co.  was  the  first 
to  market  the  pill  in  the  U.S.  in 
1961,  and  that  little  pill  certainly 
contributed  to  a  sex  revolution.  Last 
year  6  million  American  women 
took  $90  million  worth  of  birth- 
control  pills.  This  represented  a 
27%  increase  in  sales  over  1966 
and  about  40%  over  1965.  Sales 
should  be  over  $100  million  in 
1968,  and  there  seems  to  be  no  end 
to  the  potential.  At  least  80%  of 
the  American  women  who  could 
use  the  pill  have  never  swallowed 
one.  and  no  one  can  even  estimate 


the  possible  volume  of  sales  in 
high-birth-rate  countries  such  as 
India  and  Bolivia. 

The  pill  produced  substantial 
sales  for  the  seven  pharmaceutical 
houses  in  the  market.  Searle  has 
40%  of  the  market  now,  and  John- 
son &  Johnson  has  25%.  Another 
25%  is  shared  by  Syntex,  Eli  Lilly 
and  Parke,  Davis.  Upjohn  and 
Mead  Johnson  together  hold  10%, 
but  their  hold  is  slipping.  If  Ameri- 
can Home  Products  gets  its  new 
pill  approved  by  the  Food  &  Drug 
Administration,  it  will  be  the  first 
new  club  member  since  Lilly  and 
Mead  Johnson  joined  in  1965. 

One  for  Men 

Warner-Lambert  also  hopes  to 
get  its  share  with  a  pill  it  is  mar- 
keting in  Mexico  now.  But  the  "A 
for  effort"  goes  to  Sterling  Drug 
— it  came  up  with  a  pill  for  men. 
All  the  tests  proved  it  to  be  as  fine 
a  product  as  the  one  designed  for 
women.  Only  one  thing  was  wrong. 
If  the  man  taking  the  pill  had  a  few 
drinks  at  cocktail  time,  he  had  his 
own  "morning"  sickness.  So  Ster- 
ling went  back  to  the  drawing  board. 


The  newest  twist  in  the  birth-con- 
trol field  is  injectable  contracep- 
tives for  women,  either  monthly, 
quarterly  or  yearly.  One  drug  of- 
ficial is  so  confident  of  injections 
that  he  believes  the  pill  will  be  con- 
sidered "primitive  within  ten  years." 
It  may  well  be,  but  whatever  re- 
places it  is  certain  to  produce  fur- 
ther growth  opportunities  for  the 
driig  industry.  Once  the  industry's 
chief  business  was  helping  cure 
sickness.  Now  it  has  broadened  its 
horizons  beyond  that.  Birth-control 
pills  mark  a  new  dimension. 


facing  the  criminal  conspiracy  trial 
brought  by  the  Justice  Department  late 
last  year  for  price-fixing  and  mo- 
nopolizing the  manufacture,  distribu- 
tion and  sale  for  the  same  antibiotic. 

However,  the  FDA  did  approve  a 
new  drug  by  Pfizer,  which  may  help 
it  hold  onto  its  below-average  position 
in  Profitability  and  Trend  and  recoup 
its  No.  Two  slot  on  the  Growth  Yard- 
sticks a  year  ago;  now  it  is  in  fifth 
place.  But  Upjohn  didn't  have  any  new 
drugs  to  help  it  to  improve  its  low 
rankings  on  all  three  Yardsticks. 

A  company  that  did  move  up  was 
President  Henry  W.  Gadsden's  Merck 
&  Co.  It  had  the  top  spot  on  both  the 
Growth  and  Trend  Yardsticks.  For- 
eign business  accounted  for  about 
37%  of  Merck's  estimated  total  sales 
of  $455  million — closing  in  on  Pfizer's 
foreign  lead  of  48%  of  its  total  $655- 
million  volume.  Gadsden's  success  in 
marketing  and  cost  controls  comes  in 
part  from  having  fresh  merchandise. 
Merck's  five  newly  approved  drugs — 
which  were  more  than  any  other  firm 
in  1967 — came  from  the  industry's 
largest  research  budget:    $46  million. 

Research  costing  $21  million  did 
not  pay  ofi^  as  well  for  Abbott  Labora- 
tories. Although  one  new  product 
passed  tough  FDA  tests,  Abbott  im- 
proved its  sales  and  earnings  primari- 


ly through  better  marketing  and  diver- 
sification. The  1966  acquisition  of  a 
specialty  rubber-goods  producer  was 
aimed  at  moving  Abbott  deeper  into 
the  growing  hospital  supply  business 
(25%  of  1967  sales).  But  Abbott  still 
needs  to  get  more  drugs  out  of  its 
laboratories  to  boost  its  standing  in 
profitability. 

Sales  Aggressiveness 

Hospitals  have  long  been  big  cus- 
tomers of  Johnson  &  Johnson's  sur- 
gical dressings  and  sutures.  But  being 
the  world's  leader  in  that  field  wasn't 
good  enough  for  J&J.  It  wanted  a  share 
of  the  drug  market  and  started  moving 
in  that  direction  in  1959  with  seda- 
tives, muscle  relaxants  and  antihista- 
mines. Later  J&J  entered  the  birth- 
control-pill  market  and  fought  hard 
in  1967  with  a  new  sequential  pill 
and  another  pill  of  smaller  dosage. 
This  aggressiveness  won  for  J&J  the 
second  spot  in  Trend  behind  Merck 
— and  one  of  the  best  earnings  growth 
figures  in  the  industry. 

J&J's  gain  was  Eli  Lilly's  loss  in 
Trend,  from  second  to  third  place.  Al- 
though Lilly  could  not  match  J&J's 
earnings  gain,  Lilly's  sales  power  swept 
it  ahead  on  the  Growth  Yardstick,  and 
Lilly  was  way  ahead  in  Profitability: 
fourth  place   (same  as  last  year).  In 


addition  to  drugs  for  humans,  Lilly 
also  makes  veterinary  products.  Its 
subsidiaries  produce  packaging  items 
and  chemicals  for  farms,  gardens  and 
lawns. 

Richardson-Merrell  has  excelled 
with  proprietary  drugs  (including 
Vicks  cold  remedies).  It  is  more  profit- 
able than  five  other  companies  on  the 
Yardsticks,  but  its  record  in  Growth 
is  poor.  R-M  obviously  has  been  hurt 
by  its  failure  with  MER-29,  also  with 
thalidomide,  which  had  serious  side 
effects  during  its  testing  period  in  Eu- 
ropean markets  and  never  was  sold 
in  the  U.S. 

Last  year  American  Home  Prod- 
ucts again  was  near  the  top  on  each 
Yardstick.  Ethical  drugs  accounted  for 
about  34%  of  sales  of  $978  million 
last  year,  and  AHP  President  William 
F.  Laporte  plans  to  bring  more  drugs 
on  the  market  this  year.  Packaged 
drugs  were  17%  of  sales  last  year,  and 
the  remaining  49%  of  sales  came  from 
other  consumer  items:  foods,  candy, 
housewares   and   household    products. 

Along  with  J&J,  Eli  Lilly  and  Merck, 
AHP  managed  to  breast  the  tide  of  de- 
clining earnings  to  post  an  impressive 
gain  on  the  Trend  Yardsticks — which 
shows  that,  for  the  smart  managers, 
there  is  still  a  good  deal  of  profit 
growth  left  in  the  drug  business.  ■ 
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From  downtown  Cleveland  to  airport  In  half  the  time 


m 
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Downtown 

The  frequent  complaint  of  air  trav- 
elers—that it  takes  longer  to  get  to 
the  airport  than  to  fly— will  soon  bo 
a  thing  of  the  past  in  Cleveland,  Ohio. 
With  completion  later  this  year  of  a 
four-mile-long  addition,  the  steel  rail 
lines  of  the  ( 'leveland  Transit  System 
will  link  downtown  Terminal  Tower 
with  Cleveland's  Hopkins  Airport. 

Even  at  rush  hour,  the  11-milo  trip 
will  take  only  22  minutes.  Planned 
express  runs  may  cut  the  time  a  little 
moro.  HowevTr,  22  minutes  is  less 
than  half  the  time  it  often  takes  a 
motorist  to  battle  through  traffic  and 
stoplights  to  the  airport. 

Air-conditioned,  80-passenger  cars  will 
serve  this  rapid  transit  line.  Passen- 
gers arriving  at  tli(>  underground  ter- 
minal at  the  airport  will  use  escalators 
to  get  to  the  airline  departure  gates. 

Bethlehem  supplied  the  steel  rails  for 
the  transit  system  airport  exten.sion. 
Hethlehem  furnishes  many  kinds  of 
steel . . .  for  automobiles,  trucks,  buses, 
and  railroad 
cars;  and  for 
building  high- 
ways, airpoils, 
bridges,  and 
terminals. 


Airport 


BETHI  EHEM 

st;el 


BETHLEHEM  STEEL 
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**^Any  one  of 
these  Dartmouth 
sophomores... 

starting 

from  scratch...can 

all  the  calculations 

in  one  afternoon 

that  took 
a  year  and  a  half 

at  Los  Alamos.** 

PROFESSOR  JOHN  G.  KEMENY,  Chairman,  Mathematics  Department,  Dartmouth  College. 
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The  men  of  Dartmouth  have  an  incredible 
advantage  over  the  mathematicians  who  worl<ed 
at  Los  Alamos  in  1945. 

Ask  Professor  John  G.  Kemeny.  He  was  there. 

Today  Professor  Kemeny  and  his  students  and 
associates  at  Dartmouth  are  among  the  pioneers 
in  bringing  to  people  the  useful  benefits  of 
the  computer. 

Five  years  ago.  only  knowledgeable  people  knew 
how  to  use  the  computer. 

Dartmouth  and  General  Electric  decided  to 
reverse  that  trend:  Take  the  mystery  out  of  laymen 
using  the  computer. 

Using  a  General  Electric  Time-Sharing  computer, 
Dartmouth  developed  a  new  computer  language, 
called  BASIC.  BASIC  permits  man  to  speak  to 
the  computer  via  teletypewriter  in  a  language 
everyone  can  understand  . . .  and  remember.  The 
English  language. 

For  the  first  time,  an  entire  information  system 
was  oriented  toward  the  convenience  of  human 
bfeings  rather  than  the  convenience  of  the 
machines.  And  the  results  were  spectacular. 

Today  the  men  at  Dartmouth  feel  at  home  using 
their  GE  computer.  Eighty  percent  of  Dartmouth's 
students  are  proficient  programmers  using  BASIC. 
A  large  library  of  programs  is  stored  in  the 
GE  computer  for  easy  reference  and  useful 
work.  The  mystery  is  gone,  but  the  impact 
will  remain  for  a  long  time. 


The  impact  is  on  people  —  creative  people  who 
want  to  do  useful  work.  Students.  Engineers. 
Scientists.  Businessmen.  Most  of  them  will  never 
see  the  computer.  Only  the  teletypewriter.  And 
yet  the  computer  is  there  as  a  silent  partner, 
multiplying  the  contributions  they  are  able  to 
make  as  individuals. 

Time  Sharing,  the  powerful  combination  of 
Genera!  Electric  computers  and  the  BASIC 
language,  is  one  of  the  landmarks  in  the  age  of 
the  computer.  Already  thousands  of  people  are 
using  GE  Time-Sharing  service  in  this  country 
and  abroad. 

The  pioneers  at  Dartmouth  had  a  vision.  That  a 
man  and  a  computer  can  do  more  useful  work 
than  the  sum  of  what  each  can  do  independently. 

General  Electric  shares  that  vision. 

Bringing  to  people  the  useful  work  of  the 
computer  is  the  purpose  of  General  Electric's 
Information  Systems'  business. 

We'd  like  to  help  you.  300-01 


GENERAiaELECTRIC 
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Celanese  is  IrT]  paints 


marine,  industrial,  automotive  and  house  paints. 


Paints  used  to  be  just  paints.  One  basic 
formula  for  almost  all  applications. 
Today,  there  are  nearly  as  many  paints 
as  there  are  types  of  surfaces. 

One  of  the  roughest  paint  problems 
is  protecting  ships  both  above  and 
below  the  vvalei'  line.  Marine  paints 
come  in  literally  hundreds  of  formulas 
designed  for  use  on  different  routes, 


bottom  conditions,  type  of  construction 
and  other  variables. 

A  poor  bottom  paint  can  cut  the 
speed  of  a  ship  by  20'^o.  A  ship  tied  up 
in  dry  dock  can  cost  its  owner  $10,000 
a  day.  No  wonder  a  good  marine  paint 
is  pretty  important. 

Celanese  Coatings  Company  is  a 
leader  in  marine  paints,  automotive 


tinishes,  house  paints  and  high  per- 
formance industrial  coatings. 

Celanese*  is  a  diversilied  multi- 
national chemical 
company  producing 
fibers,  chemicals, 
plastics,  pelrolcmn 
and  forest  products 
as  well  as  coatings. 


CELANESE 


Supermarkets 


Picketing  housewives  of  1966  left  ttieir  marks  on  1967' s  income  statements.  But 
why  do  such  problems  seem  more  formidable  for  some  companies  than  for  others? 


The  housewives  who  picketed  and 
boycotted  supermarkets  late  in  1966 
were  fairly  silent  in  1967,  but  they 
may  start  dusting  otT  their  placards  for 
another  round  this  year.  All  indicators 
show  food  prices  going  up  2%  to  3%, 
compared  with  a  1.5%  increase  in 
1967  and  a  59c  rise  in  1966.  They 
have  to  go  up.  say  major  supermarket 
chains.  Prices  must  go  up  to  absorb 
increasing  wholesale,  store,  credit  and 
labor  costs  (the  minimum  wage  will 
become  $1.60  an  hour  on  Feb.  1  ). 

"Food's  cheap  now,  but  it's  not  go- 
ing to  last,"  said  James  E.  Davis, 
chairman  of  Winn-Dixie  Stores,  the 
.South's  major  chain  and  the  U.S.'  most 
profitable  large  one.  "A  lot  of  your 
prices  are  going  to  rise  after  the  first 
of  the  year.  They've  got  to.  Our  costs 
are  going  up.  We've  been  absorbing 
the  half-a-cent  and  third-of-a-cent  in- 
crease in  wholesale  prices,  but  when 
the  cost  goes  up  a  full  cent,  we'll  raise 
our  prices." 

Robert  W.  Mueller,  editor  and  pub- 
lisher of  Profiressive  Grocer,  con- 
curred: "Early  in  1968  the  industry 
will  restore  prices  somewhat  to  the 
proper  level.  Not  everything,  but 
some  prices  will  be  up  sharply." 

.Mueller  added:  "All  during  1967 
there  was  reluctance  on  the  part  of  the 
retailers  to  keep  prices  and  profit 
margins  where  they  should  be."  Why 
reluctance?  The  retailers  remembered 
the  uprising  of  women  shoppers  late 
in  1966.  As  a  result,  the  major  super- 


Glamour  issues  in  the  late  (iflies 
and  early  sixties,  today's  super- 
market stocks  are  drab  nobodies. 
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market  chains  had  an  extremely  poor 
year  in  1967.  Net  profit  was  down 
nearly  20%  even  though  sales  were 
up  slightly  over  1966.  "Our  industry 
overreacted  to  the  situation,"  said 
Mueller.  "A  full  98%  of  the  women 
in  the  country  accepted  the  food 
prices,  but  those  in  the  minority  were 
well  organized — and  TV  helped  them 
to  make  their  point." 

Were  the  supermarket  men  being 
timid  in  failing  to  pass  on  all  of  their 
added  costs?  It  is  more  accurate  to 
say  that  they  were  simply  being  real- 
istic. It  is  apparent  that  supermarket- 


ing  is  part  way  toward  becoming  a 
utility-type  industry,  with  assured 
growth  but  strictly  limited  profitabil- 
ity. Unfortunately  for  the  industry, 
however,  food  marketing  is  highly 
competitive  and  no  legal  franchise 
goes  with  the  territory,  as  in  regulated 
utilities,  such  as  electricity. 

Together  They  Fall 

The  combination  of  public  pressure 
and  rough  competition  has  taken  quite 
a  toll  from  the  industry  that  was  once 
the  darling  of  Wall  Street  (see  chart) 
in  the  Fifties.  Arden-Mayfair  and 
National  Tea  tumbled  from  last  year's 
position  on  both  the  Growth  and 
Trend  Yardsticks.  Safeway  slid  in 
Trend.  The  only  thing  that  kept  Acme 
Markets  from  being  at  the  bottom  of 
two  Yardsticks  was  First  National 
Stores,  which  fared  even  worse. 

Winn-Dixie  stayed  at  the  top  of  the 
Profitability  Yardstick  and  inched  up 
a  step  on  Trend,  but  even  Winn-Dixie 
failed  to  show  a  profits  gain  for  fiscal 
1967  (ended  in  June),  which  caused  it 
to  slip  a  notch  in  Growth,  giving  sec- 
ond place  to  Grand  Union.  Last  year 
earnings  fell  for  nine  of  the  1 1  chains 
— from  5%  for  Jewel  Companies  and 
Winn-Dixie  to  a  plunge  of  46%  for 
Acme.  Food  Fair  remained  the  same. 

The  only  gainer  was  the  Great  At- 
lantic &  Pacific  Tea  Co.,  which  in- 
creased earnings  per  share  about  2% 
— an  increase  that  Chairman  Melvin 
W.  Alldrcdge  accurately  called  a  "half 


1  YARDSTICKS 

OF  PERFORMANCE 

:  Supermarket  Chains 

(Companies  are  listed 

in  each  group  in  order  of  tfieir  performance  through  the 

latest  available 

12  months.) 

GROWTH 

PROFITABILITY 

TREND 

(5-year  compounded  rate) 

(5-year  average) 

(latest  12 

months  vs.  2-year  average)             1 

Sales         Earnings 

Group 
Rank- 
ing 

Return       Return       Oper. 

on             on          Profit 

Equity       Capital      Margin 

Group 
Rank- 
ing 

Earnings 
Gain 

Net      Group 
Profit     Rank- 
Margin*    ing 

iewel                             12.1%        5.4% 
Grand  Union                     6.1            6.3 
WinnDixie                       5.3           5.4 
Kroger                              7.0            3.2 
Safeway  Stores                5.3           3.9 

1 
2 
3 
4 
5 

Winn-Dixie             22.6%     20.6%    5.0% 
Safeway                15.5        13.6       4.7 
Jewel                     13.1        10.0        4.4 
Kroger                   12.8         9.6        3.2 
Grand  Union           11.5         9.4        3.4 

1 
2 
3 
4 
5 

Great  A&P 
Food  Fair 
Grand  Union 
Jewel 
Winn-Dixie 

4.6% 

-  7.3 

-  8.5 

-  1.8 

-  4.2 

-0.02          1 
-0.11          2 
-0.16          3 
-0.29         3 
-0.29         4 

Food  Fair  Stores               5.6            t 
Arden-Mayfair                   7.6            tt 
Great  A&P                        1.0        -0.8 
National  Tea                    3.1        -2.4 
Acme  Markets                 2.8        —7.5 
First  National  Stores      -2.3            tt 

6 

7 
8 
8 
9 
10 

Great  A&P                9.4         9.4        2.8 
Food  Fair                 9.3          7.3        2.5 
National  Tea            8.4         6.9        3.0 
Arden-Mayfair          7.6         5.5**    3.2 
Acme  Markets          6.9         6.4        3.0 
First  National          3.2         3.1        2.5 

6 
7 
7 
8 
9 
10 

Safeway 
National  Tea 
Acme  Markets 
Kroger 

Arden-Mayfair 
First  National 

-10.4 
-22.0 
-30.8 
-21.6 

tt 
tt 

-0.27         5 
-0.22         6 
-0.22          7 
-0.29         7 
-0.88         8 
tt           9 

INDUSTRY   MEDIAN                5.3                 t 

INDUSTRY  MED.          9.4            9.4          3.2 

INDUSTRY  MEDIAN      —10.4 

-0.27 

•Gain  or  loss  In  percentage  points.    tNo  change.    ••Four-year  average.    ttProfit  to  a  deficit. 
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step."  President  Byron  Jay  conceded: 
"We  started  from  a  low  profit-margin 
base.  We  had  better  operations  tiiis 
year.  But  I'm  still  not  satisfied." 

A&P  still  has  to  scramble  to  make 
up  for  the  years  when  its  management 
slept.  In  spite  of  its  great  size,  A&P 
neglected  the  booming  West  Coast, 
and  its  recent  efTorts  there  have 
seemed  feeble  indeed.  It  thus  has 
given  Safeway  and  Arden-Mayfair  a 
chance  to  become  entrenched  in  the 
golden  state,  and  A&P  has  no  present 
large  expansion  plans  there. 

Winn-Dixie  again  held  the  prize  for 
the  widest  net  profit  margin:  2.3%. 
But  even  this  was  down  from  1966's 


of  fiscal  1967  that  ended  in  April] 
and  started  competing  with  prices. 
Now  we're  back  in  the  grocery  busi- 
ness where  we  belong.  Stamps  and 
games  are  still  used  in  most  stores 
[they  were  dropped  in  Miami  last 
spring],  but  the  real  competition  is  in 
pricing."  Davis  said  sales  were  better 
since  Oct.  1,  and  he  hoped  profits 
would  be,  too. 

More  Than  Food 

A  fat  17%  increase  in  sales,  pro- 
duced largely  by  tight  pricing,  helped 
Chicago's  Jewel  Companies  last  year. 
Even  so,  earnings  slipped  5%  from 
$2.46  a  share  to  about  $2.34.   Man- 


Drawing  by  Alan  Dunn;  ©  1966  The  New  Yorker  Magazine,  Inc. 


2.5%,  and  the  boss  was  far  from 
happy.  "Until  Oct.  1,  1967,"  said 
Winn-Dixie's  Davis,  "we  were  still 
in  the  game-and-gimmick  business. 
And  it  was  a  lot  of  fun  while  it  lasted." 
He  was  speaking  of  the  $1 -billion 
sales  volume  of  last  year  that  was 
spurred  by  games  and  trading  stamps. 
But  the  cost  of  the  promotions  helped 
reduce  fiscal  year  earnings  by  5.5% 
from  $1.97  a  share  to  $1.87. 'it  was 
like  taking  one  of  those  drugs — quite 
a  trip  while  it  lasts,  but  what  a  head- 
ache the  next  morning."  said  Davis. 
"That's  the  way  it  was  with  us.  We 
woke  up  [after  the  first  nine  months 


agement  considered  the  profit  good  in 
view  of  the  problems  of  intense  com- 
petition for  its  Star  Supermarkets  in 
New  England,  heavy  inventory  mark- 
down  for  home  service  routes  and  la- 
bor and  expansion  costs  for  Brigham's 
ice  cream  and  candy  shops  of  Boston. 
(Jewel  got  three-fourths  of  1967's 
revenue  of  $1.2  billion  from  its  360 
supermarkets;  the  rest  from  manufac- 
turing, institutional  food  sales,  snack 
bars,  discount  stores,  convenience 
store  franchises  and  drug  chains.) 

With  so  much  of  the  allure  gone 
from  supermarketing,  most  of  the 
chains  have  gone  into  diversification. 


Kroger  has  added  a  chain  of  309  drug- 
stores to  its  1,485  food  stores.  Nation- 
al Tea  has  52  drugstores,  but  46  of 
them  are  located  in  some  of  its  super- 
markets. 

Branching  further  afield,  Grand 
Union  has  opened  32  Grand  Way 
discount  houses,  and  Food  Fair  has 
added  the  60  J.M.  Fields  east-coast 
discount  stores  to  its  561  supermar- 
kets and  seven  drugstores.  Grand  Un- 
ion is  also  in  the  trading-stamp  dis- 
tribution business  with  Stop  &  Save 
Trading  Stamp  Corp. 

Even  so,  the  diversifiers  were  not 
saved  from  the  profits  slump  that 
afflicted  the  industry.  Grand  Union's 
discount  houses  are  barely  in  the 
black.  In  spite  of  a  7.6%  sales  gain 
(to  $900  million),  its  earnings  de- 
clined 16%  (to  $1.61  a  share).  Food 
Fair  fared  slightly  better:  Sales  rose 
8%  (to  $1.4  billion)  and  earnings 
about  equaled    1966's   $1.38  a  share. 

California's  Safeway  Stores,  long 
regarded  as  the  smartest  big-scale  food 
retailer  in  the  U.S.,  produced  dramatic 
figures  last  year.  Dramatically  bad,  un- 
fortunately. Safeway's  sales  fell  less 
than  1%  (to  $3.3  billion)  for  2,227 
stores,  but  earnings  fell  way  down: 
19%  (to  $1.90  a  share). 

However,  it  was  not  poor  manage- 
ment but  a  bold  decision  that  caused 
Safeway's  slump.  Around  the  start  of 
the  year.  Chairman  Robert  A.  Magow- 
an  threw  out  the  Bonus  Bingo  game 
that  had  helped  boost  sales  an  impres- 
sive 14%  the  year  before.  To  keep  the 
customers  the  games  had  brought  in, 
he  curbed  prices  and  margins. 

Dipping  into  Red 

The  experiment  worked:  Safeway 
kept  the  business,  but  it  did  so  at  a 
sacrifice  to  profit  margins.  Neverthe- 
less, it  may  well  turn  out  to  have  been 
an  extremely  smart  move,  getting 
Safeway  out  of  the  entertainment  busi- 1 
ness  and  back  in  the  food  business  and 
laying  the  groundwork  for  more  solid 
and  lasting  future  earnings  growth. 
Safeway,  meanwhile,  still  looked  rea- 
sonably good  on  the  Forbes  Profit- 
ability Yardsticks. 

By  contrast,  the  price  problems  of 
last  year  were  just  too  much  for  the 
weaker  major  companies  in  the  in- 
dustry, California's  Arden-Mayfair  and 
New  England's  First  National  Stores.' 
Both  may  be  in  the  red  when  final] 
accounting  is  done. 

This  is  the  way  it  has  always  been 
in    business.    Adversity,     more    than 
prosperity,   separates  the   good  man- 
agers from  the  poor  ones.  Last  year's  I 
adversity  in  the  supermarket  businessi 
made  the  good  operators,  like  Winn- 
Dixie  and  Safeway,  look  better  thanl 
ever.    It   made    the   weak   ones  look| 
worse  than  ever.  ■ 
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Eleven  questions 

for  presidents 

considering  a 

computer  installation 


If  you  are  contemplating  a  major 
data-processing  center,  here  are 
eleven  questions  you  should  be  ask- 
ing your  staff: 

•  Will  the  choice  of  location  for  the 
center  best  serve  your  interests— 
immediately  as  well  as  in  the  future? 

•  Will  the  layout  of  the  center  in- 
corporate the  most  efficient  flow  of 
traffic  among  those  departments 
that  support  or  depend  on  it? 
•Will  the  plan  permit  maximum  in- 
ternal flexibility  for  adding  and  re- 
arranging peripheral  equipment? 

•  Will  it  have  adequate  provisions  for 
physical  expansion  to  accommodate 
additional  "hardware"  and  staff? 

•  Will  the  center  have  built-in  opera- 
tional reliability? 

•  Will  it  have  safety  features  to  help 
protect  your  investment  as  well  as 
service  commitments? 

•  Will  it  have  provisions  for  main- 
taining information  security? 


•  Will  the  working  environment  at- 
tract and  hold  the  skilled  personnel 
you  require  to  get  the  maximum 
benefit  from  your  investment? 

•  Will  the  capital  cost  of  the  new 
installation  bear  a  realistic  relation- 
ship to  the  anticipated  benefits? 

•  Will  the  planning,  design  and  con- 
struction of  the  computer  center  be 
handled  so  as  to  assure  on-schedule 
and  within-budget  completion? 

•  Do  you  have  the  internal  resources 
to  plan  the  new  installation  to  assure 
satisfactory  answers  to  all  these 
questions? 

An  Austin  FACILITY  ANALYSIS 
is  one  of  seven  Austin  Engineering- 
Economic  consulting  services  de- 
signed to  assist  clients  in  analyzing 
operations,  determining  physical  re- 
quirements and  in  planning  new 
facilities  that  will  reduce  operating 
costs,  increase  efficiency,  and  en- 
hance the  company's  public  image. 


OTHER  ENGINEERING-ECONOMIC 
CONSULTING  SERVICES 

Austin  offers  these  services,  individually,  or 
in  any  combination  as  a  corollary  to  its  </e- 
sign,  engineering  and  construction  services 
for  industrial,  commercial  and  institutional 
facilities: 

•  Feasibility  Studies 

•  Site  Location  Surveys 

•  Site  Evaluation,  Selection  and  Planning 

•  Land  Development  Planning 

•  Utility  Analysis 

•  Material  Handling  and  Distribution 
Studies 

For  further  information  please  write,  wire 
or  teletype: 


THE  AUSTIN 
COMPANY 

Designers  ■  Engineers  *  Builders 

GENERAL  OFFICES- 
3650  MAYFIELD  ROAD.  CLEVELAND,  OHIO  44121 
TELEX:  216  486-5685 
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unknown  values  place  your  business  in  a  realm  of  uncertainty 


The  increasing  complexity  of  business  operations  requires 
valuation  counsel  for:  federal,  ad  valorem  and  estate  taxes; 
sale,  merger,  allocation  of  purchase  price,  insurance, 
condemnation,  cost  accounting,  depreciation; 
and  other  corporate  requirements  involving  knowledge 
of  tangible  and  intangible  property  value. 

Consultants  in  Valuation  since  1896. 


The  American  Appraisal  Company,  Milwaukee,  Wisconsin  53201       U.S.A.  •  Canada  •  Philippines  •  Brazil  •  France  •   Italy  •  Spain 
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Food 


When  the  pressure  is  on  profit  margins,  food  companies  start  looking  for  new 
markets — something  besides  supermarkets,  something  more  than  victuals. 


To  THE  FOOD  INDUSTRY,  food  is  mere- 
ly a  means.  The  real  business  of  the 
food  companies  is  selling  convenience. 
"The  American  food  industry  can  fill 
stomachs,  but  the  demand  for  services 
is  insatiable."  said  Dr.  David  Call, 
food  economist  at  Cornell  University. 
There  are  really  no  new  foods  on  the 
market.  You  have  different  services 
added  to  the  same  raw  materials.  Com- 
panies are  putting  a  new  bundle  of 
services  around  the  same  old  food" — 
services  ranging  from  no-return  bottles 
to  cake  mixes,  frozen  gourmet  entrees 
and  sliced  tomatoes  in  a  can. 

Despite  the  demand  for  conve- 
niences, doing  business  in  the  food  in- 
dustry gets  tougher  every  year.  Wit- 
ness the  five-year  median  operating 
profit  margin  for  the  20  largest  food 
companies:  1.9%  in  1967  v?.  branded 
go«.xls'  19.8*^.  Sales  and  earnings  con- 
tinued to  grow  (Forbes'  median  for 
sales  was  up  6.2%,  earnings  up 
7,5%). 

"Food  sales  volume  was  good  for 
the  industry  in  1967,"  said  James  P. 
McFarland,  president  of  General 
Mills,  "but  there  was  a  premium  on 
efficiency   of  operation   to   avoid   the 


cost-price  squeeze.  In  the  year  ahead 
there'll  still  be  a  premium  on  compa- 
nies that  exercise  ingenuity  to  keep 
costs  down  and  use  marketing  ability 
to  accelerate  food  volume.  There  is 
unused  capacity  right  now." 

Using  that  extra  capacity  may  re- 
duce some  costs  and  pry  the  profit 
margin  wider  if  the  extra  volume  can 
be  sold.  But  getting  extra  volume  and/ 
or  a  higher  profit  for  items  in  super- 
markets is  almost  out  of  the  question. 
Supermarkets  have  their  own  cost- 
price  squeeze:  Consumers  rebel  when 
stores  raise  prices.  And  trying  to  in- 
crease sales  with  new  products  runs 
into  1 )  additional  costs  for  research, 
development  and  promotion,  and  2) 
lack  of  shelf  space. 

Fight  for  Space 

"Grocery  stores  are  always  limited 
by  space,"  McFarland  stated.  "They 
were  20  years  ago  when  I  was  a  sales- 
man. Products  have  to  earn  shelf  space 
— you  can't  keep  a  poor  product  on 
the  shelf,  and  the  increasing  cost  of 
developing  a  new  product  means  you 
can't  use  whimsical  ideas."  (General 
Foods    learned    this    lesson    with    its 


frozen  baby  food:  Young  mothers  de- 
cided that  old-fashioned  baby  food  in 
jars  was  cheaper  and  easier  to  use.) 

McFarland  believes  the  fight  for 
market  space  is  going  to  get  tougher. 
Food  companies  optimistically  predict 
a  thousand  new  items  in  the  stores 
within  five  years — which  means  a  lot 
of  today's  products  will  be  knocked 
ofT  the  shelves.  Cereals  already  are 
feeling  the  pinch  as  more  and  more 
snacks  crowd  the  shelves  on  one  side 
and  powder  additives  for  milk  on  the 
other.  The  supermarkets'  own  brands 
— private-label  goods  selling  for  less 
— take  about  30%  of  the  general  mar- 
ket now.  Also  moving  into  the  retail 
stores  are  packaged  foods  from  res- 
taurant chains  such  as  Howard  John- 
son, Schrafft's  and  Stouflfer's. 

To  avoid  the  crowding  in  supermar- 
kets, smart  food  companies  are  look- 
ing for  new  markets;  some  seem  to 
be  finding  elbow  room  in  the  growing 
business  of  mass-feeding.  "All  food 
companies  are  gearing  up  for  institu- 
tional sales;  25%  to  30%  of  the  food 
dollar — not  just  food,  but  food  and 
services — goes  to  institutions  [restau- 
rants, hospitals],"  said  Dr.  Call.  "Also, 


'Companies  are  listea  in  each  group  in  order  of  their  performance  through  the  latest  available  12  months.) 

GROWTH  •  PROFITABILITY  TREND 


(5-year  compounded  rate) 


Sales 

Carnation  14.5% 
United  Fruit  8.5 

Consolidated  Foods  15.6 

ForemostMcKesson  5.9 

Beatrice  Foods  10.8 

H.J.  Heinz  10.1 
General  Mills  2.1 

Standard  Brands  5.9 

Swiff  2.3 

Borden  8.1 

American  Sugar  2.4 

Del  Monte  5.8 

National  Biscuit  7.0 

National  Dairy  5.4 

Ralston  Purina  11.8 
Hunt  Foods  6.7 

General  Foods  6.4 

Campbell  Soup  5.6 

Corn  Products  5.7 

Armour  3.6 

INDUSTRY   MEDIAN  6.2 


Group 
Rank- 
Earnings    ing 


17.8% 

38.5 

16.1 

20.1 

12.2 

8.9 
14.6 

7.6 
10.3 

6.9 

8.3 

7.0 

6.6 

7.4 

4.6 

5.3 

5.1 

3.0 

2.1 

0.8 

7.5 


1 
1 

2 
3 

4 

5 

6 

7 

8 

9 

10 

11 

11 

12 

12 

13 
14 
15 
16 
17 


(5-year  average) 


General  Foods 
National  Biscuit 
Corn  Products 
Campbell  Soup 
Standard  Brands 
General   Mills 
Beatrice  Foods 
Cons.  Foods 
Ralston  Purina 
Carnation 

Del  Monte 
National  Dairy 
Borden 
H.J.  Heinz 
American  Sugar 

United  Fruit 
Foremost-McK'n 
Armour 
Hunt  Foods 
Swift** 

INDUSTRY  MED. 


Return 

on 
Equity 

18.0% 

19.0 

16.3 

13.4 

14.0 

14.5 

14.5 

15.2 

13.2 

13.9 

11.6 
127 
13.1 

9.7 
10.7 

5.3 
11.1 

8.0 

5.8 

5.1 
13.2 


Return 

on 
Capital 

17'b% 

15.0 

14.3 

13.4 

11.7 

10.8 

13.8 

11.7 

11.6 

11.4 

9.8 
10.6 
10.5 

7.8 

6.5 

5.3 

7.9 

5.9 

4.4 

4.4 
10.7 


I    T 

Oper. 

Group 

Profit 

Rank- 

Margin 

ing 

14.57c 

1 

14.2 

2 

13.0 

3 

17.1 

4 

9.2 

5 

9.2 

6 

6.6 

7 

6.2 

8 

7.8 

9 

7.5 

10 

11.6 

11 

7.9 

12 

7.7 

13 

8.4 

14 

7.5 

15 

9.3 

15 

3.2 

16 

2.8 

17 

6.5 

17 

2.1 
7.9 

18 

(latest  12  months  vs.  2-year  average) 


United  Fruit 
Hunt  Foods 
Swift** 
Carnation 
H.J.  Heinz 

Beatrice  Foods 
Consolidated  Foods 
Standard  Brands 
Foremost-McKesson 
General  Mills 
National  Biscuit 
General  Foods 
Borden 

National  Dairy 
Del  Monte 
Armour 

Campbell  Soup 
Corn  Products 
American  Sugar 
Ralston  Purina 

INDUSTRY  MEDIAN 


Earnings 
Gain 

54.8% 

21.0 

38.7 

15.6 

12.6 

10.2 

10.8 
9.0 
4.8 
3.9 
5.4 
4.4 
2.1 
3.6 

-  1.6 
-13.7 

-  6.1 

-  8.5 
-16.2 
-19.8 

4.6 


•Gain  or  loss  in  percentage  points.    fNo  change.    **Fort)es  estimate. 


average) 

Net 

Group 

Profit 

Rank- 

Margin* 

ing 

1.6 

1 

0.4 

2 

0.3 

2 

0.1 

3 

0.1 

4 

0.1 

5 

-0.1 

6 

0.1 

6 

t 

7 

0.1 

8 

-0.2 

8 

-0.1 

9 

t 

10 

-0.2 

11 

-0.3 

12 

-0.1 

13 

-0.9 

14 

-0.7 

14 

-0.5 

15 

-1.2 

16 

t 
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there's  a  lot  of  integrating  into  the 
food-handling  and  serving  areas." 

For  food  companies,  institutional 
sales  can  fatten  margins  by  cutting 
some  costs,  like  promotion  and  pack- 
aging, and  adding  room  for  higher 
prices.  Although  America's  200-mil- 
lion  population  is  spending  less  of  its 
disposable  income  on  food  ($96  bil- 
lion or  17.7%  in  1967  compared  with 
$93  billion,  or  18.3%,  in  1966  and 
$64  billion,  or  20.7%,  in  1957), 
money  spent  for  meals  away  from 
home  is  increasing — $30  billion  in 
1967  compared  with  some  $13  billion 
in  1957.  And  restaurants  can  raise 
their  prices  without  being  picketed  by 
housewives.  In  fact,  1967's  menus 
were  5%  costlier  than  those  in  1966. 

Hospitals  also  are  a  big  market  for 
food  companies.  "One  of  the  hidden 
benefits  of  Medicare  is  the  need  for 
more  institutional  feeding  in  hospitals 
and  nursing  homes,"  said  Dr.  Bernard 
S.  Schweigert,  food  scientist  at  Michi- 
gan State  University. 

The  institutional  market  isn't  new. 
Traditionally,  it  has  been  the  territory 
of  the  small  food  processors,  whole- 
salers and  distributors.  Also  tradition- 
ally, it  has  been  inefficient  because  of 
chefs  buying  one  or  two  items  from 
each  salesman — a  restaurant  might  buy 
each  cut  of  meat  from  a  different  com- 
pany. Big  companies  compete  easily 
by  selling  a  range  of  foodstuffs,  help- 
ing to  design  meals  and  providing 
consistent-quality  food  in  portions. 

"It's  the  concept  of  one-stop  shop- 
ping," said  Dr.  Call.  "With  the  rising 
cost  of  labor  and  the  difficulty  of  find- 
ing qualified  chefs,  mass  feeders  are 
buying  services  rather  than  hiring  la- 
bor." He  thinks  the  food  companies 
would  like  to  develop  their  new-found 
market  to  the  point  of  having  one  sale 
cover  everything  on  the  menu  or  tray. 

The  Franchisers 

General  Foods  appears  to  be  close 
to  selling  all  lines  of  food  for  mass 
feeding.  In  the  institutional  market 
with  its  coffee  brands  ever  since  incor- 
poration in  1929,  it  now  sells  "soup  to 
nuts"  through  various  divisions.  Chair- 
man and  Chief  Executive  C.W.  (Tex) 
Cook  said  the  company  is  "increasing 
emphasis  on  the  institutional  part  of 
General  Foods'  business,"  which  in  the 
last  five  years  has  grown  by  35%.  It 
is  finding  additional  markets  through 
acquisition  of  the  600-unit  Burger 
Chef  restaurant  chain  and  the  26-unit 
White  Spot  chain  of  restaurants  in 
British  Columbia.  It  also  has  majority 
ownership  of  Innkeepers,  a  manage- 
ment and  consultant  service  for  hotels 
and  motels. 

"Franchising  makes  it  feasible  to 
get  into  the  restaurant  business  because 
that  takes  care  of  the  management — 


Company-Cooked     Meals. 

Packaged  meals  got  their  big 
spurt  with  the  growth  of  air 
travel.  More  recently  food 
companies  have  been  moving 
into  so-called  institutional 
feeding:  restaurants,  hospitals 
and  factories.  Now  giant 
Consolidated  Foods,  through 
its  Chicken  Delight  subsid- 
iary, is  offering  in  metropoli- 
tan areas  complete  pre- 
cooked meals,  delivered  in 
special  trucks  hot  to  the  home. 


no  company  wants  to  be  bothered  with 
managing  several  hundred  hamburger 
shops,"  Dr.  Call  explained.  "Franchis- 
ing also  means  low  capital  investment 
because  the  company  puts  up  a  little 
bit,  the  manager  puts  up  a  bit  and 
the  local  bank  chips  in." 

Consolidated  Foods  is  on  the  fran- 
chise track  with  its  Chicken  Delight 
restaurants.  United  Fruit  has  its  A&W 
Root  Beer  and  Baskin-Robbins  chains, 
and  Ralston  Purina  is  eyeing  the  Food- 
-  maker  drive-in  restaurant  chain. 

Del  Monte  (formerly  California 
Packing)  jumped  in  with  both  feet  last 
year  when  President  (now  Chairman) 
John  E.  Countryman  announced 
plans  to  merge  with  two  small  com- 
panies. One  is  mainly  in  food  and 
vending-machine  services  to  factories, 
schools  and  hospitals;  the  other  is  a 
producer  and  distributor  of  frozen 
specialties  for  airlines,  hotels  and  res- 
taurants. "We  have  a  number  of  other 
ideas  in  mind,  which  I  can't  discuss  at 
this  moment,"  Countryman  said.  "We 
certainly  expect  to  remain  a  leading 
fruit  and  vegetable  canner,  worldwide 
— but  we  expect  to  become  leaders  in 
some  other  fields  as  well." 

The  diversification  is  intended  to  get 
Del  Monte  a  little  further  from  the 
farms  and  weather  conditions  and  to 
"improve  our  earnings  as  we  do  so." 
Earnings  per  share  were  down  slightly 
for  1967,  which  dropped  Del  Monte 
from  fifth  place  in  the  Trend  Yard- 
sticks in  1966  to  12th  last  year.  Earn- 
ings also  lowered  Del  Monte's  Growth 
ranking  from  third  spot  to  11th,  al- 
though it  only  dropped  two  notches 
in  Profitability  by  keeping  up  its  op- 
erating profit  margin  and  improving 
return  on  equity.  Countryman  said 
poor  crops  reduced  volume  in  1967 
and  increased  unit  costs. 

Against  the  Trend 

The  crop  situation  did  not  stop  H.J. 
Heinz  Co.  from  having  a  good  year. 
"For  the  first  half  of  our  fiscal  year 
[ended  Nov.  1],  profits  improved 
19%,"  said  President  R.  Burt  Gookin. 
"We  have  further  gains  ahead.  The 
food  industry  as  a  whole  had  reduced 
earnings  for  the  year."  But  Heinz, 
which  knows  what  it's  like  to  be  down 
when  others  are  up,  has  never  relied 
solely  on  U.S.  supermarkets  for  sales. 
Last  year  68%  of  its  profits  of  $21.5 
million  came  from  foreign  business, 
and  it  has  taken  advantage  of  insti- 
tutional sales  for  years — especially 
with  ketchup,  soups  and  pickles. 

"Institutional  sales  are  an  expand- 
ing market  in  the  U.S.,"  said  Gookin. 
"Since  1964  there  has  been  a  60%- 
plus  increase  in  institutional  sales  for 
Heinz,  which  was  double  the  growth 
for  the  institution  business."  Heinz  is 
committing  itself  more  to  this  market 
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UU,UUO,UUU  passengers 
flewTRW  last  year 


and  we're  not  even  an  airline. 


In  fact,  you  won't  see  "TRW"  on 
the  outside  of  anybody's  jetliner. 

But  we're  inside  the  engines  of 
most  of  them.  And  their  fuel  systems 
and  communications  gear. 

You  may  not  really  fly  with  us, 
but  it's  pretty  hard  to  fly  without  us. 

Fortunately,  we've  got  sort  of  an 
inside  track  all  the  way  around. 

Because  we're  also  inside  your  car. 


Your  lawn  mower.  Your  clock-radio. 
Your  stereo.  And  your  color  TV. 

Of  course  TRW  isn't  always  inside. 

Sometimes  we're  up.  On  space 
flights.  Or  we're  down.  Under  the 
sea  in  submarines. 

True,  TRW  is  seldom  right  out 
there  in  plain  sight  where  you  can 
see  what  we  look  like. 

But  we're  there  just  the  same. 


TRW  is  highly  diversified,  very 
advanced  in  technology,  with  60,000 
people  in  200  worldwide  locations. 

We  hope  we  don't  have  to  be 
seen  to  be  appreciated. 


##cMf 


TKW  l\C.  (Formerly  Thompson  Ramo  Wooldridge  Inc.),  Cleveland,  Ohio— Balanced  diversity  in  Electronics,  Space,  Aircraft.  Aulomolive,  Defense  and  Industrial  Markets. 
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EARN  THE  NATION'S 

HIGHEST  DIVIDEND  RATE 

ON  INSURED  SAVINGS 


5% 

Current  Annual  Dividend  Rate 
Paid  Quarterly  on  All  Savings  Accounts 

Earn  5.25%  by  adding  ^^  %  Bonus 

Dividend  to  Current  Annual  Rate  on 

Minimum  $1,000, 3yearCertificate  Accounts. 

$112,000,000  ASSETS 

Laguna  Federal  is  the  largest  and  oldest 
Federal  Savings  and  Loan  Association  in  Cali- 
fornia's dynamic  Orange  County.  Our  growth 
is  in  direct  proportion  to  the  area's  phenom- 
enal increase  in  population  and  industry. 
Conservative  judgment,  consecutive  divi- 
dends and  a  far  above-average  liquidity  ratio 
have  made  LFSLA  a  solid,  safe,  high-yield 
investment  for  the  past  33  years. 


AND  LOAN  ASSOCIATION 

260  OCEAN  AVENUE,  LAGUNA  BEACH,  CALIFORNIA 


Laguna  Federal  Savings  and  Loan  Association 

260  Ocean  Ave.,  Laguna  Beach.  California  92652 

D  Yes!  Open  a  savings  account.  Enclosed  is  my  check  for: 

$ D  Individual  Account     D  Joint  Account 

D  Present  Passbook  enclosed.  Please  transfer  my  account. 
D  $1,000  Certificate  Account. 

Name(s) :. 


Address;. 
City: 


_Sfate: 


-Zip:- 


Vohmteer  to  be  a 

BIG  BROTHER... 


with  "a  freeze-dried  [hamburger, 
shrimp]  line.  We're  expanding  our 
canned  prepared  foods  for  restaurants 
and  looking  into  portion-pack  meats," 
said  Gookin.  The  company  has  con- 
sidered operating  restaurants,  but  de-' 
cided  against  it. 

Heinz  also  continues  to  introduce 
new  products.  "In  the  past  five  years 
20%  of  our  sales  have  come  from  new 
products."  Gookin  said.  "We've  intro- 
duced 240  new  products  worldwide  in 
the  last  two  years,  accounting  for  34% 
of  current  sales." 

But  Heinz'  weak  point  has  not  been 
sales  but  earnings,  as  the  Profitability 
Yardsticks  show;  and  Gookin  has  been 
looking  at  the  Yardsticks,  too.  "My 
aim  is  to  get  our  return  on  equity  up 
to  the  median  of  the  industry;  we're 
behind  that  now  and  I  don't  like  it. 
No  reason  we  can't  do  it.  We  still 
have  an  unsatisfactorily  low  operating 
profit  margin." 

Campbell  Soup's  operating  profit 
margin  is  the  industry's  highest,  but 
it  has  been  losing  ground  in  the 
Growth  and  Trend  Yardsticks  while 
Heinz  has  made  strong  gains  in  both. 
Campbell,  which  in  a  sense  started  the 
convenience-food  business  with  con- 
densed soups,  was  late  in  realizing 
that  there  were  sales — and  profits — 
to  be  made  in  foreign  markets.  The 
continuing  drain  of  setting  up  a  major 
overseas  operation  is  the  largest  factor 
in  its  below-average  showing  in 
Growth  and  Trend. 

Mixed  Pattern 

Hunt  Foods  &  Industries  showed  re- 
markable Trend  gains,  from  1 2th  place 
in  1966  to  second.  This  diversified 
company  (food,  matches,  cans,  jars, 
canning  machinery  and  publishing) 
still  ranks  next  to  last  in  Profitability 
and  low  in  Growth,  due  largely  to  bad 
years  in  the  past. 

Two  companies  with  notable  Trend 
losses  in  1967  were  Corn  Products 
and  Ralston  Purina.  Neither  company 
is  pinpointing  the  trouble,  but  1967's 
record  crops  of  wheat,  soy  beans  and 
corn  undoubtedly  contributed  to  their 
drops  in  profits.  Low  corn  prices  in 
particular  hurt  Ralston  Purina  in 
feeds,  as  did  overproduction  in  poul- 
try, leading  to  an  overall  decline  in 
poultry   prices. 

Ralston  Purina's  earnings  per  share 
fell  from  $1.49  in  1966  to  about  $1.15 
last  year;  Corn  Products'  from  $2.62 
to  about  $2.25,  tumbling  both  to  the 
bottom  of  the  Trend  Yardsticks.  Both 
maintained  the  same  Profitability  rank- 
ings as  formerly:  Ralston  in  the  mid- 
dle, Corn  Products  near  the  top.  But 
while  Ralston  slipped  only  four  places 
in  Growth.  Corn  Products  suffered  an 
earnings  drop  that  sent  it  almost  to  the 
bottom  of  the  scale. 


The  meat-packing  business  is  tough 
on  profit  margins,  and  both  Armour  & 
Co.  and  Swift  &  Co.  are  at  the  tail  end 
of  Profitability.  The  other  two  Yard- 
sticks, especially  Trend,  show  that 
Swift's  management  was  doing  some- 
cost-cutting  to  help  earnings.  Instead 
of  improving.  Armour  fell  from  fifth 
in  Growth  to  the  bottom.  But  Armour 
is  a  more  aggressive  company.  It  has 
developed  an  important  chemical  divi- 
sion and  has  taken  a  step  toward  be- 
coming a  conglomerate  with  its  ac- 
cfuisition    of    Baldwin-Lima-Hamilton. 

Armour  has  not  neglected  food 
along  the  way.  Armour  pioneered  in 
mass  feeding  with  20  frozen  meat 
items  in  1960;  now  it  sells  160  vari- 
eties, ranging  from  gourmet  entrees 
for  Holiday  Inn  restaurants  to  18- 
pound  containers  for  college  cafete- 
rias like  the  University  of  Maryland. 
Surprisingly,  Campbell  Soup's  frozen 
dinners  are  becoming  Armour's  big 
competitor  in  this  field. 

Beyond  Food 

General  Mills'  sales  and  earnings 
gains  improved  its  positions  in  the 
Growth  and  Profitability  Yardsticks, 
but  it  declined  slightly  in  Trend.  Said 
President  McFarland,  "There  has  been 
a  chemical  slowdown,  but  we  expect 
it  to  pick  up  in  the  projected  boom- 
ing first  quarter  of  the  calendar  year. 
We're  not  discouraged  about  our  ac- 
tivities in  the  future,  and  I  think  1968 
will  be  a  better  year.  Our  first  fiscal 
quarter  report  is  already  out,  and  that 
looks  pretty  good,  I  think."  General 
Mills  moved  into  another  consumer 
market  with  acquisition  of  two  makers 
of  toys  and  games  since  1965. 

Borden  Co.  is  broadening  its  line 
beyond  food,  dairy  and  chemical  op- 
erations and  has  acquired  a  pet  food 
company  and  a  perfume  maker.  It  is 
thinking  of  further  combining  its  plas- 
tic products  and  food  services  to  get 
a  bigger  piece  of  the  institutional  mar- 
ket. But  first.  President  Augustine  R. 
Marusi  plans  to  put  more  profit  into 
the  milk  and  ice  cream  division 
(Forbes,  Dec.  15,  1967),  which  ac- 
counted for  most  of  1967's  15-cent 
decline  in  earnings  per  share  to  $2.01. 
Borden  fell  from  seventh  place  to 
tenth  in  Trend  ranking,  slipped  in 
Profitability  but  moved  up  two  notches 
in  the  Growth  Yardstick. 

Diversification  also  is  the  keynote 
for  United  Fruit,  the  comeback  com- 
pany of  the  year.  In  1967  excellent 
earnings  from  its  banana  business,  as 
well  as  restaurants,  shipping  and  edi- 
ble oil  operations,  kept  United  Fruit 
at  the  top  of  the  Trend  Yardsticks  and 
pushed  it  from  last  place  to  second  in 
Growth.  It  is  still  lagging  in  over-all 
profitability,  but  it  has  improved  its 
percentage  return  on  equity.  ■ 
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shooting  for  lower 
copy  cost?... 
Apeco  Super-Stat 
copymaker 

You  may  not  be  able  to  match  Arnold  Palmer's  golf  score  but  you  can  match  his 
copying  cost  and  that's  about  35%  lower  than  average,  too.  The  Apeco  Super-Stat 
Copymaker  gives  you  this  lower  cost  plus  portability,  complete  safety  for  your 
originals  and  the  versatility  of  being  able  to  copy  from  bound  books  or  even  three  dimensional 
items.  So  join  Arnie  and  pay  less  and  get  more  with  an  Apeco  Super-Stat. 
Arnold  Palmer's  golf  instruction  booklets,  "Tee  Shots  and  Fairway  Woods."  "Hitting 
the  Irons,"  "Chipping  and  Pitching  "  and  "Putting"  free  when  you  see  a  demonstration  of 
the  Apeco  Super-Stat.  To  arrange  a  demonstration  in  your  office,  phone  the  Apeco  office  or 
representative  in  your  city. 


AMERICAN  PHOTOCOPY  EQUIPMENT  COMPANY.  2100  WEST  DEMPSTER  STREET.  EVANSTON.  ILLINOIS  60204 
FORBES,  JANUARY  1,  1968  ^^ 


Retailing 


Diversification,  to  U.S.  retailers,  means  expansion  into  new  markets.  After  a  slow  start 
spending  zoomed  to  record  highs  as  retailers  discovered  there's  more  than  one  way  to  retail. 


After  a  surprise  savings  orgy  a  year 
ago,  America's  buyers  bounded  back 
into  the  marketplace  in  the  second 
quarter,  their  purses  bulging.  With 
buying  up  substantially,  especially  for 
soft  goods,  the  nation's  retailers 
emerged  abruptly  from  a  six-month 
slump — one  of  the  shortest  retail  reces- 
sions on  record.  Store  sales  started 
moving  up  again  in  May  and  June, 
leveled  briefly  in  July  and  then  took 
off.  with  volume  gains  of  about  10% 
breaking  all  previous  records  for  the 
rest  of  the  second  half.  When  the 
final  figures  are  tallied,  retail  sales 
for  1967  should  be  about  $320  billion, 
an  increase  of  almost  7%  over  the 
year  before.  And  the  industry  is  mov- 
ing full  steam  ahead  into  1968. 

A  Distant   Drum 

The  lion's  share  of  these  gains 
came  from  suburban  branches,  where 
today  such  outfits  as  Federated,  Allied, 
Associated  Dry  Goods  and  Mont- 
gomery Ward  get  more  than  half  their 
sales.  But  while  the  evolution  of  the 
suburban  branch  certainly  is  the  most 
important  postwar  trend  in  U.S.  re- 
tailing, it's  not  the  only  one.  A  grass- 
is-greener  syndrome  is  at  work  in  the 
front  offices  of  most  retail  outfits,  lur- 
ing  them    into    new    forms    of   mer- 


chandising. Many  companies  who 
made  it  big  in  one  form  of  merchan- 
dising are  now  expanding  their  philos- 
ophies to  include  entirely  new  market 
approaches. 

The  discounters  eye  the  success  of 
the  department  stores  and  the  drug 
and  food  chains;  the  department  stores 
envy  the  success  of  the  discounters, 
grocery  chains  and  mail-order  houses; 
the  food  chains  move  in  on  the  dis- 
counters and  department  stores.  Retail 
chains  like  Penney  and  Gamble- 
Skogmo  have  launched  major  inva- 
sions of  the  catalog  business.  In  short, 
almost  everyone  is  invading,  or  think- 
ing of  invading,  almost  everyone  else's 
market,  as  most  retailers  become  in- 
terested in  most  forms  of  retailing. 

Of  course,  the  traditional  mail-order 
houses  have  long  since  seen  the  ad- 
vantages of  department-store  selling. 
Today,  Sears,  the  world's  biggest  gen- 
eral merchandise  retailer  (by  a  cool  $4 
billion),  gets  almost  80%  of  its  $6.8- 
billion  annual  volume  from  its  809 
retail  stores.  That  volume  was  up  some 
7%  last  year,  and  only  the  start-up 
costs  of  35  new  stores  (15  were  full- 
line  department  stores)  kept  Sears' 
earnings  close  to  the  $2.25  per  share 
of  1966. 

Rival  Montgomery  Ward  got  some 


70%  of  its  sales  from  retail  stores,  but 
that  did  not  prevent  another  disaster 
last  year.  On  slightly  lower  sales,  its 
nine-month  earnings  were  down  by 
almost  half.  In  the  Yardsticks  cellar, 
Montgomery  Ward  fell  even  further 
behind  in  1967.  With  its  catalog  oper- 
ations hurting  badly  (54  catalog 
stores  were  closed  in  1967)  the  com- 
pany struck  out  into  new  fields  with 
the  August  acquisition  of  Hydro  Con- 
duit, a  $20-million  (sales)  producer  of 
concrete  pipe  for  water  distribution. 
As  Ward  was  contracting  in  cata- 
logs, J.C.  Penney  was  moving  into 
them,  and  into  hard  goods.  The  com- 
pany is  prepared  to  take  the  initial 
losses,  but  is  determined  to  beat  Sears 
at  its  own  game.  Though  it  lost  money 
in  both  new  areas — more,  in  fact,  than 
it  had  expected — Penney  still  beat 
Sears  on  all  three  Yardsticks.  Thanks 
to  its  extremely  profitable  mainstay — 
fashion-  and  convenience-oriented  ap- 
parel and  other  soft  goods — Penney 
consistently  outperformed  the  industry 
and  was  No.  One  in  Profitability. 

Discounters   All 

Last  year  the  discount  route  was  a 
tempting  one  for  several  major  U.S. 
retailers.    A    prototype    was    Kresge. 
(Continued  on  page  97) 


YARDSTICKS 

OF  PERFORMANCE 

:  Retailing 

(Companies  are  listed 

in  each  group  in  order  of  their  performance  through  the  latest  available  12  mor 

ths.) 

GROWTH 

PROFITABILITY 

TREND 

(5-year  compounded  rate) 

(5-year  average) 

(latest  12  month" 

5  vs.  2-yea 

r  average)             1 

Sales        Earnings 
MASS-MERCHANDISING   CHAINS 

Group 
Rank- 
ing 

Return       Return 

on              on 
Equity       Capital 

Oper. 
Profit 
Margin 

Group 

Rank- 

mg 

Earnings 
Gain 

Net 

Profit 

Margin* 

Group 
Rank- 
ing 

S.S.  Kresge                    22.0%      26.6% 
Interco                          10.7          19.9 
Gamble-Skogmo              25.5          14  7 
Genesco                        18.4          17 1 
W.T.  Grant                       7.9         25  8 
J.C.  Penney                     9.7           8  2 
F.W.  Woolworth                 8.4            7.3 
Sears,  Roebuck                9.0           5.9 
Montgomery  Ward            5.8        —5.6 
DEPARTMENT   STORE   GROUPS 

1 
2 
3 
3 
4 

\ 

8 

1 
1 
2 
3 
3 
4 
5 

J.C.  Penney           17.6%     17.6% 
Sears,  Roebuck     15.2        13.0 
W.T.  Grant            15.7        11.9 
Genesco               12.1          9  7 
S.S.  Kresge            9.9         8.6 
F.W.  Woolworth     10.8          5.9 
Gamble-Skogmo      8.3          8.0 
Interco                  9.1          7.3 
Montgomery  Ward  2.9         2.9 

Fed.  Dept.  Stores  16.1        15.6 
Assoc.  Dry  Goods  13.2        10.2 
Gimbel  Bros.         12.2          9.2 
May  Dept.  Stores  11.9         9.1 
R.H.  Macy             11.6          7.4 
Allied  Stores          9.3          6.4 
Spartans  Indus.       **          *• 

INDUSTRY  MED.       11.9             9.1 

7.4°/i 

10.8 
6.3 
6.2 
6.5 
6.8 
6.5 
6.4 
3.8 

11.2 

8.2 

7.4 
10.4 

6.0 

6.1 

*• 

6.5 

,      1 
2 
3 
4 
4 
5 
6 
7 
8 

1 
2 
3 
3 
4 
5 

Interco 
S.S.  Kresge 
Genesco 
J.C.  Penney 
Sears,  Roebuck 
F.W.  Woolworth 
W.T.  Grant 
Gamble-Skogmo 
Montgomery  Ward 

R.H.  Macy 
Gimbel  Bros. 
Assoc.  Dry  Goods 
Fed.  Dept.  Stores 
Allied  Stores 
May  Dept.  Stores 
Spartans  Industries 

INDUSTRY  MEDIAN 

24.4% 

25.7 

4.7 

3.5 

0.2 

0.2 

-  5.2 

-14.6 

-36.8 

21.3 

14.9 

10.6 

10.6 

2.7 

-22.9 

-28.1 

3.1 

0.3 
-0.1 

t 
-0.2 
-0.1 
-0.4 
-0.4 
-0.6 
-0.5 

0.3 

0.3 

0.1 

t 

^0.1 

-1.1 

-0.5 

-0.1 

1 
2 
3 
4 
4 
5 
6 
7 
7 

1 
2 
3 
4 
5 
6 
6 

Assoc.  Dry  Goods            11.5          15.5 
R.H.  Macy                        6.9          15.9 
Gimbel  Bros.                    6.0         15.4 
Allied  Stores                    6.5          11.7 
Fed.  Dept.  Stores             8.8         10.0 
Spartans  Industries         33.4        —5.3 
May  Dept.  Stores              6.9           3.7 

INDUSTRY  MEDIAN                 8.9             13.2 

•Gain  or  loss  In  percentage  points.    fNo  change.    •'Not  ranked;  Information  not  available  because  of  rece 

nt  merger. 
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There  you  are,  about  to  buy  conventional  low/-priced  cars  for  your 
fleet.  Not  necessarily  because  you  want  to,  but  because  you  feel 
your  budget  makes  you. 

All  because  of  a  two-dollar  misunderstanding.  You  know  bigger,  more 
luxurious  cars  cost  more.  Right?  Right.  But  we  suspect  that  Polara, 
"at  least,  doesn't  cost  as  much  more  as  you  suspect.  The  difference  in 
price*  is  two  to  three  dollars.  See  chart  at  right. 

For  a  small  difference  in  price,  you'll  get  Polara's  expensive  looks. 
Polara's  room.  The  smooth  ride  of  a  rubber-mounted  torsion-bar 
suspension  system.  The  spirit  of  a  big-car  engine— our  318-cubic-inch 
V8  that  runs  on  regular.  All  this  plus  the  restfulness  of  foam-padded 
seats  and  little  conveniences  like  aircraft-type  switches.  Options  run 
from  an  eight-track,  stereo-tape  player,  with  three  instrument-panel- 
mounted  speakers  for  "orchestra  shell"  fidelity,  to  Airtemp  air 
conditioning. 

Why  not  give  your  Dodge  Dealer  a  call?  After  all,  you're  not  the  kind 
of  guy  to  let  a  two-dollar  misunderstanding  stand  in  the  way  of  your 
men  getting  a  little  more  posh  under  their  seat  belts.  Are  you? 


PRICE/SIZE 

COMPARISON 

DODGE 

POLARA 

V8 

CHEVROLET 

IWIPALA 
V8 

(custom  coupe) 

FORD 
GALAXIE 

500  V8 

(formal  roof) 

HORSEPOWER 

230 

200 

210 

OVERALL  LENGTH 

219.0" 

214.7" 

213.3" 

WHEELBASE 

122.0" 

119.0" 

119.0" 

PRICE*  (2-DR.  HTP.) 

$3001 

$2998 

$2999 

•All  price  references  are  based  on  Manufacturer's  Suggested  Retail  Prices, 
in  effect  December  1,  1967.  of  comparably  equipped  uehicles,  exclusive  of 
options  sliown  above  (such  as  vinyl  roof,  wihitewall  tires,  wheel  covers  and 
bumper  guards),  state  and  local  taxes  and  destination  charges. 


Dodge 


f^ 


CHRYSLER 

MOTORS  CORPORATION 
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To  business  appointments... 


To  military  "hot  spots"... 


Beech  helps  people  get  there ! easier 


One  of  the  fastest-moving  entities  in  this  fast- 
moving    universe    is    Beech    Aircraft    Corp the 

company  that  helps  solve  mobility  problems  for 
individuals,  companies,  and  countries. 

The  people  at  Beech  live  in  a  realm  of  exotic  reality, 
as  diversified  as  man's  imagination. 

On  one  hand  they  are  world-famous  as  designers 
and  manufacturers  of  corporate  aircraft  to  move 
important  people  on  important  assignments.  Beech 
is  a  recognized  leader  in  the  mushrooming  general 
aviation  industry.  (More  general  aviation  aircraft  carry 
more  people  to  more  destinations  every  day  than  all 
U.  S.  airlines  combined!) 


Other  Beech  people  — planners,  scientists  and  teci 
nicians  — are  working  in  the  sophisticated  areas 
moving  people  through  outer  space  and  to  dista 
planets.  This  segment  of  Beech  people  talks  a  stranj 
language.  Their  work-a-day  world  deals  with  cryogen 
systems  (management  of  liquid  gases  at  temperatun 
of  423°  below  zero):  complete  missile  systems  capab 
of  speeds  to  Mach  7  and  beyond;  and  with  the  stran) 
behaviorism  of  molecules  and  atoms  under  exot 
environments  of  super  heat,  super  cold,  super  pressur 
and  super  shock  and  vibration. 

And  from  their  labors  are  coming  not  only  solutio 
to  today's  problems  in  world  and  space  exploratic 


To  America's  playgrounds... 


To  the  desolate  surface  of  the  moon... 


aster,  safer,  more  comfortably: 


t  new  methods  and  materials  for  the  future. 

fhis  is  Beech  — and  Beech  people— growing  with 

lerica  for  a  better  world  tomorrow! 


FREE:  Write  today  for  descriptive  Beech  folder  about 

n  Beech  aircraft  for  business  or  pleasure 
D  Beech  aerospace  activities 
D  Beech  manufacturing  capabi-lities 
Address:  Beech  Aircraft  Corporation 
Wichita,  Kansas  67201  U.S.A. 


loeeclia 


Beech  Aircraft 
Corporation 


Look  what's  happening  to  tin  cans 


They  are  getting  better  looking,  so  they 
help  sell  their  own  contents.  They  are 
getting  lighter,  but  as  strong  as  ever. 
They  are  getting  coated  with  new  mate- 
rials. United  States  Steel  has  been  a 
leading  innovator  of  packag 
ing  materials  that  do  more, 
often  at  lower  cost.  A  few 
examples  are  shown  here. 
And  any  of  the  complete 
family  of  tin  mill  products 
— including  electrolytic  tin 
plate,  hot-dipped  tin  and 
terne  plate,  black  plate, 
tin-free  steel,  and  steel  foil- 
are  available  through 
the  United  States  Steel 
International  companies. 


"Thin  tin"  started  it  all 

This  new  tin  plate,  innovated 
by  U.  S.  Steel,  is  rolled  thinner  than 
usual,  but  with  proportionately  greater 
strength  and  rigidity.  "Thin  tin"  allows 
canmakers  to  make  more  cans  from 
the  same  weight  of  tin  plate,  lighter 
cans  that  sacrifice  no  strength. 


"Tin*' cans  without  tin 

The  newest  packaging 
material  available  is  tin- 
free  steel,  a  good  way  to  cut 
the  cost  of  packaging 
many  commodities.  It  has 
excellent  formability, 
a  prime  surface  for  emboss- 
ing and  lithographing. 


Gold-plated  steel  cans? 

It  is  possible,  but  the  future  is  brighter  for 
aluminum-coated  steel.  U.  S.  Steel  has 
developed  a  new  process  in  which  vaporized 
metals  are  deposited  on  steel  as  it  passes 
through  a  vacuum.  A  production  facility 
is  now  being  built. 


Steel  foil 

It  comes  as  thin  as 
1/lOOOth  of  an  inch 
(0.0254  mm)  tin-coated,  and 
as  thin  as  2/lOOOths  of  an 
inch  (0.0508  mm)  uncoated. 
Tin-coated,  it  is  corrosion- 
resistant,  strong,  puncture- 
resistant,  and  provides 
a  barrier  against  vermin, 
moisture  and  light. 


United  States  Steel 
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(Continued  from  page  92) 
Confronted  with  declining  profitability 
of  its  old-line  variety  stores  in  deterio- 
rating downtown  areas.  Kresge  in  the 
early  1960s  did  a  carefully  planned 
fiip-flop  into  discounting.  "It  is  hardly 
accurate  to  call  us  a  variety  store  com- 
pany with  a  discount  division,"  said 
President  Harry  B.  Cunningham. 
"We're  now  a  discount  company  A'lth 
a  variety  division."  Kresge's  217 
K-Mart  discount  stores  (56  opened 
last  year)  account  for  well  over  half 
the  company's  sales  and  profits,  and 
Cunningham  talked  of  phasing  out  the 
5-&-10  division  entirely.  "We  plan  to 
open  at  least  50  K-Marts  a  year  for  an 
indefinite  period."  Cunningham  said. 

Kresge's  move  into  discounting  was 
paying  off  handsomely  last  year.  For 
the  first  three  quarters,  the  company's 
earnings  rose  32%  on  a  sales  increase 
of  269c — and  this  during  a  year  when 
Kresge  closed  32  variety  stores  and 
converted  seven  of  them  into  Jupiter 
discount  stores.  Unlike  Grant,  which 
maintained  its  profit  margin  last  year, 
Kresge  saw  its  margin  decline.  But, 
said  President  Cunningham,  "We're 
not  too  concerned,  because  the  all-im- 
portant factor  is  return  on  investment. 
The  profit  margins  are  greatly  reduced 
because  we  have  by  far  the  most 
imbitious  expansion  program  in  Amer- 
ican retailing." 

The  Water's  Fine 

Kresge's  success  with  discounting  is 
not  lost  upon  Woolworth,  the  nation's 
biggest  variety  chain  with  a  $1.7-bil- 
lion  annual  volume.  In  fact,  most  of 
\Vex)lworths  present  growth  is  coming 
from  the  expansion  of  its  Wooico  dis- 
count department  stores  (the  company 
calls  them  "promotional  department 
stores")  and  its  Kinney  Shoe  chain. 

Woolworth  opened  its  first  Wooico 
discount  store  in  1962;  it  now  has  67, 
and  plans  to  have  100  or  more  in 
operation  by  the  end  of  1968,  three 
of  them  in  England.  Last  year  the 
Wooico  stores  contributed  an  esti- 
.  mated  $250  million  to  Woolworth's 
sales.  While  the  company  expands  its 
discount  division,  its  variety  stores  are 
diminishing,  at  least  in  the  number  of 
stores.  "We're  closing  in  the  area  of 
50  to  60  small  stores  per  year,"  said 
President  Lester  A.  Burcham,  "but  our 
square  footage  is  not  diminishing,  be- 
cause the  18  variety  stores  we  opened 
in  1967  had  a  total  selling  space 
greater  than  the  stores  we  closed." 
Woolworth  spent  approximately  $55 
million  last  year  to  finance  its  expan- 
sion into  the  discount  stores  and  bigger 
variety  stores.  The  company's  volume 
was  up  8%  for  the  first  three  quarters, 
but  its  earnings  were  up  only  4%. 

Last    year    Federated    Department 
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Spatian.  The  division  of  retailing  into  two  basic  types  is  based  as  much  on 
psychoiofiy  as  on  economics.  Some  people  put  a  high  value  on  personal 
attention  and  ambiance;  others  feel  more  comfortable  with  plain  surround- 
ings and  self-service  as  in  this  bargain-basement  at  Mays.  A  significant 
number  of  shoppers  won't  budge  out  of  the  basement,  even  though  they 
could  afford  to.   For  this  reason,   the   bargain   basement  is  here  to  stay. 


Stores  decided  its  high-quality  conven- 
tional department  stores  were  growing 
about  as  fast  as  they  could,  so  it  made 
plans  to  expand  into  food  and  discount- 
ing. In  November  it  announced  the 
acquisition  of  Ralphs  Industries,  which 
owns  a  large  grocery  chain  (annual 
volume  of  about  $160  million),  and 
Federated  is  now  constructing  two  dis- 
count department  stores  to  open  in 
Columbus.  Ohio  next  year. 

Said  Federated's  new  president,  J. 
Paul  Sticht,  "We  are  committed  to  the 
whole  program  of  growth  in  any  mass- 
merchandise  field  we  can  get  into, 
and  we  have  a  five-year  moratorium 
(imposed  by  a  Federal  Trade  Commis- 
sion consent  order]  against  any  new 
acquisitions  in  the  department  store 
field.  Our  department  store  opera- 
tions are  growing  at  1.2  million  square 
feet  a  year  through  internal  growth. 
That's  enough  for  that  division,  but 
it's  not  enough  (or  the  company,  so 
we  are  moving  into  new  areas." 

Like  Federated,  Allied  Stores  could 
not  resist  the  temptation  to  grow  by 
discounting.  Allied's  six  Almart  dis- 
count stores  will  increase  to  ten  by  the 
end  of  1968,  and  are  expected  to 
contribute  some  $100  million  to 
volume.  The  company  is  also  aggres- 
sively expanding  its  branches.  It 
added  about  835,000  square  feet  of 
new-store  space  last  year  and  plans 
to  add  over  a  million  square  feet 
annually  for  the  next  five  years. 

By  contrast.  Associated  Dry  Goods, 
Macy  and  Gimbel  Brothers  firmly 
agree  that  they  have  no  intention  of 
expanding  into  other  forms  of  retail- 
ing. "All  our  stores  are  middle-income 
to  better,"  said  Arthur  J.  O'Brien,  presi- 
dent of  Associated  Dry  Goods.  "That's 
where  we  think  we  belong,  are  experts 


and  where  we  intend  to  stay  and  ex- 
pand. With  the  nation's  generally  ris- 
ing affluence  and  the  general  tendency 
to  trade  up,  we  feel  that  we  are  sitting 
perfectly  to  maintain  or  increase  our 
growth." 

It's  hard  to  argue  with  Associated's 
formula.  During  last  spring's  retail  dip, 
the  company  maintained  the  industry's 
most'  consistent  performance,  with 
sales  up  9%  and  earnings  9%  in  the 
first  half;  and  its  second-half  showing 
was  equally  good.  The  company's 
new-store  program,  after  some  delay, 
shifted  into  high  gear  last  year  with 
the  opening  of  five  branches  and  ex- 
pansion of  three  more;  four  new 
branches  are  planned  for  this  year. 
Associated's  acquisitions  of  Joseph 
Home  Co.  in  Pittsburgh  and  Stix, 
Baer  &  Fuller  in  St.  Louis  should  put 
the  company  squarely  in  the  FTC's 
gun-sight,  so  that  future  growth 
through  acquisition  may  be  limited. 
But  last  year  the  company  demon- 
strated that  it  does  not  need  mergers 
to  show  good  results  and  growth. 

Virtuous  Macy's 

President  Ernest  L.  Molloy  of  R.H. 
Macy  also  likes  what  he  has:  "We  feel 
we  have  a  business  that  can  grow  in 
itself,  and  there's  no  need  to  get  into 
new  ones.  We  have  every  reason  to 
believe  we  will  hit  our  $1 -billion  goal 
by  1970  by  increasing  our  coverage  of 
our  existing  markets  and  remaining 
in  the  traditional  department  store 
business.  There  is  a  lot  of  sex  appeal 
in  the  conglomerates,  and  you  hear  a 
lot  about  the  conglomerate  philosophy 
everywhere,  but  Macy  isn't  going  to 
be  seduced." 

Macy  weathered  the  retail  recession 
with  some  neat  timing  in  its  expansion 
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program.  The  recession  coincided  with 
a  slowdown  in  the  company's  new- 
store  building  program.  With  this  ex- 
pense burden  lifted,  Macy  was  able 
to  show  year-to-year  profit  gains  for  all 
four  quarters.  When  general  retail  sales 
picked  up  in  the  second  half,  new- 
store  openings  moved  into  high  gear 
again.  Macy  opened  four  branches, 
two  of  them  in  California  and  two 
in  the  East. 

The  More,  the  Merrier 

At  its  Herald  Square  home  base  in 
New  York.  Macy  last  year  faced 
stepped-up  competition,  both  old  and 
new.  The  old  was  a  resurgent  Gimbel 
Brothers,  whose  department-store  oper- 
ation seemed  to  be  straightening  out 
to  match  its  long-profitable  Saks  Fifth 
Avenue  specialty  chain.  Gimbel  did 
it  partly  by  aiming  its  sights  at  younger 
shoppers.  Said  President  Bruce 
Gimbel.  "These  people  between  16 
and  26  have  a  lot  of  money  to  spend, 
and  they  spend  it."  Gimbels  has  there- 
fore broken  much  of  its  New  York 
store  into  small  boutiques  catering 
to  teenagers  and  young  marrieds.  Last 
year  Gimbel  staged  a  Mediterranean 
import  festival  simultaneously  with 
Macy,  and  many  feel  Macy  was  round- 
ly upstaged. 

The  new  competition  was  a  shiny 
Korvette  store  in  Herald  Square  on  the 
site  of  the  former  Saks  34th  Street 
store.  That,  too,  left  Macy's  Molloy 
unruffled.  "If  you  have  any  confidence 
in  your  own  selling  abilities,"  he  said, 
"and  if  you're  professional,  you  don't 
mind  competition.  Indeed,  all  the  ac- 
tivity in  Herald  Square  last  year  has 
drawn  a  far  greater  number  of  shop- 
pers to  our  area." 

E.J.  Korvette  is  now  the  retail  store 
name  for  Spartans  Industries,  listed  for 
the  first  time  this  year  in  Forbes'  An- 
nual Report  on  American  Industry. 
Korvette  put  discounting  on  the  map 
ten  years  ago.  At  that  time  its  sales 
were  less  than  $100  million;  last  year 
they  were  almost  $1.2  billion  with 
total  assets  approaching  $400  million. 
But  the  growth  was  not  controlled,  and 
Korvette  found  itself  with  a  succession 
of  divided  managements  and  a  collec- 
tion of  unwanted  divisions. 

Last  year,  the  first  full  year  follow- 
ing the  Korvette  and  Spartans  Indus- 
tries merger,  the  company  announced 
a  major  retrenchment.  It  sold  off  its 
Crank  drugstores  (for  $4.2  million), 
and  announced  plans  to  sell  its  line  of 
97  Spartans-Atlantic  discount  stores, 
its  38%  interest  in  Alexander's  De- 
partment Stores  and  its  61-unit  Hills- 
Korvette  supermarket  chain.  The  final 
goal  is  two  major  divisions — the  Kor- 
vette department  stores  division  with 
approximately  $660  million  in  volume, 
and  the  Spartans'  apparel  manufactur- 


ing operation  with  some  $160  million 
in  sales. 

"I  don't  see  anything  magical  in  a 
$1 -billion   volume,"    said   Charles   C. 


Sybaritic.  More  and  more  of 
U.S.  retailing  seems  to  be 
polarizing  between  the  syb- 
aritic and  the  spartan.  On 
the  one  hand  is  the  high- 
fashion  personal  service  typi- 
fied by  this  fashion  show  at  a 
New  York  City  department 
store.  A  large  percentage  of 
increasingly  affluent  Ameri- 
cans have  already  demon- 
strated a  willingness  to  pay 
more  money  to  get  these 
extras,  and  the  specialty  qual- 
ity-image department  store 
is  increasingly  doing  a  mass 
business.  But  millions  of  pay- 
ing customers  still  prefer 
the  no-frills,  bargain  base- 
ment approach,  and  this  type 
of   retailing    is    thriving    too. 


Bassine,  the  new  company  chairman 
who  came  from  Spartans.  "What  we 
are  doing  is  snipping  off  the  lace 
fringes  and  disposing  of  the  lace  so  we 
will  end  up  with  a  single,  solid  unit." 
What  kind  of  unit?  "We  seek  to  com- 
bine the  discount  and  department-store 
merchandising  techniques,  extracting 
the  best  of  both.  It's  a  unique  idea." 
Bassine  said  Korvette  stores  "under- 
sell certain  department  stores  by  15% 
to  20%,  others  by  10%  and  some  not 
at.  all." 

Korvette's  new  positioning  in  the  re- 
tail world  has  apparently  already  paid 
off.  Bassine  said  the  Korvette  division's 
profits  and  sales  improved  substantially 
last  year  over  the  year  before.  "We 
were  done  in  by  our  manufacturing 
division  last  season,"  he  said.  "Bad 
weather,  style  changes  and  economic 
conditions  in  which  the  higher-priced 
makers  with  whom  we  usually  don't 
compete  dumped  their  unsold  sur- 
pluses onto  the  market  and  jammed 
us  down  to  where  we  were  really 
hurting." 

Last  year  two  new  Korvette  stores 
were  opened  in  New  York  City. 
None  is  planned  for  1968,  but  six  are 
planned  across  the  country  for  1969, 
with  about  200,000  square  feet  each. 
In  effect,  Bassine  said,  Spartans  is  con- 
verting its  assets  in  drugs,  food  chains, 
Alexander's  and  the  Atlantic  discount 
chain  into  new  Korvette  stores.  "We 
at  Spartans  feel  there  is  only  one  valid 
reason  for  diversification  into  many 
areas  of  mass  merchandising;  that's  if 
you've  exhausted  all  the  horizons  you 
have  for  internal  growth  in  the  one 
area  you  know  best.  If  I  were  in  the 
artificial  head  business,  chances  are  I 
would  be  trying  to  diversify.  But  we 
feel  the  Korvette  division's  horizons 
are  unlimited,  and  now  we  are  devot- 
ing all  our  energies,  capacities,  re- 
sources and  think  capacity  to  expand- 
ing it." 

Golden  Slippers 

Retailing  has  been  the  mode  of  di- 
versification for  both  Genesco  and 
Interco  from  their  basic  business:  shoe 
making.  Both  still  rely  on  shoes  for  an 
important  share  of  their  sales  and 
earnings  (about  36%  of  sales  for 
Genesco  compared  with  about  65% 
for  Interco).  The  slight  price  increase 
on  some  of  the  shoes  in  the  spring  line 
by  the  whole  industry  helped  both 
companies.  Interco  improved  both  per- 
share  earnings  and  sales  by  17%,  and 
its  performance  in  shoes  and  junior 
department  stores  made  it  the  top 
company  in  Trend  and  second  in 
Growth. 

Genesco,  however,  is  the  more 
profitable  company — and  in  retailing, 
as  everywhere,  profits  are  the  name  of 
the  game.  ■ 
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II   OIL   PATCH  YARN 


with  a  twist.. 


A      Vdrn  with  a  more 
£^    improbable  tx'Kinnmj; 
ivould  be  hard  to  invent 
rhe  chronicle  starts  with 
Tians  discovery  of  ways  to 
ap  the  subter;»jnean 
eservoirof  natural  gas  and 
:rude  oil  The  tale  continues 
vith  his  ingenuity  at 
building  plants  which 
ransiorm  these  natural 
Koducts  into  useful  materials. 


bearing  no  resemblance  to 
their  fossiliferous  origins 

I  he  unusual  "twist"  to  our 
"yarn" is  the  fact  that 
whi-n  vou  buy  and  use  nylon 
products,  they  may  well 
have  come  from  chemical 
intermediates  such  as 
hexamethyh?nediamine  and 
and  adipic  acid   El  Paso 
Products  Company  makes 


these  two  chemical  products 
in  Odessa,  Texas  (the  world  s 
largest,  inland  petrochemical 
complex),  and  ships  them 
to  Etowah,  Tennessee. 
Here  Beaunit  Fibers,  a 
division  oT  Beaunit 
Corporation,  converts  these 
"hydrocarbon  building 
blocks"  into  nylon  6/6 
polymer.  They  then  spin  the 
polymer  into  nylon  yarns 


for  use  in  luxurious  carpeting, 
automotive  tire  cord,  and 
beautiful  apparel  such  as 
women's  double-knit 
garments. 

Incredible?  Possibly, . .  but 
our  "yarn  from  the  oil  patch" 
is  every  word  true'  Let  us 
spin  a  yarn  for  you. 


.idcmdfk   [I  Pa^)  Products  Cm 


ODESSA,  TEXAS 


EL   PASO  PRODUCTS  COMPANY 

SUBSIDIARY  OF  EL  PASO  NATURAL  CAS  COMPANY     a  nwr/  i  ot  low-cost  energy  to  11  western  states  through  a  20,000-mile  gas  transmission  systetn 
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when  they  asked^ 
**Are   aluminum   cans 

a  marketing  success?" . . .the  men  at  Reynolds 

stacked  up  a  success  story 
billions  of  cans  high. 


And  it's  a  success  story  that's  still  building. 

Since  Reynolds  introduced  the  12-ounce  all-alu- 
minum can  in  1964,  billions  of  cans  have  come  off 
the  line.  And  billions  more  are  needed. 

To  help  meet  the  demand,  Reynolds  increased 
production  in  1967  to  over  a  billion  cans  a  year. 
And  it  still  isn't  enough.  New  production  lines  are 
being  added.  New  plants  are  being  built.  Still  more 
are  in  the  planning  stage;  all  part  of  the  financial 
investment  Reynolds  is  making  to  support  com- 
mitted sales.  By  1969,  Reynolds  will  more  than  double 
the  present  rate  of  can  shipments  per  year. 

Is  the  all-aluminum  can  really  that  good?  In  a 
word,  yes!  Aluminum  cans  protect  freshness  and 
flavor.  They  provide  longer  shelf-life ;  they're  quick- 
chilling;  and  the  unique  streamlined  seamless  con- 
struction notonlygivescomplete  wrap-around  brand 
name  identification— but  facilitates  high  speed  fill- 
ing, packaging  and  handling. 

At  present,  10  different  brands  of  beer  are  using 
Reynolds  all-aluminum  cans.  Published  statistics 
confirm  what  we  expected:  an  expanded  market 
and  an  increasing  share  for  Reynolds  aluminum 
beer  can  customers. 

And  the  all-aluminum  can  is  changing  the  soft 
drink  market.  The  major  soft  drink  companies  have 
introduced  the  all-aluminum  can  in  the  nation's 
two  largest  markets.  Aluminum  cans  have  not  only 
resulted  in  increased  sales,  but  in  demonstrated 
consumer  preference.  Four 
soft  drink  brands  are  now 
in  all-aluminum  cans,  with 
whole  flavor  lines  soon  to 
follow. 

All-aluminum  cans, 
labels,  Clear-Six®  film  six 
packs,  12  or  24  can  Shrink- 
ase®  film  shippers,  or  6,  8 
or  12  can  Cold  Packs.  New 
ideas  backed  by  marketing 
know-how— and  most  important,  a  willingness  to 
make  things  work  and  get  things  done.  Why  not  find 
out  what  the  men  at  Reynolds  can  do  for  you.  Write : 
Reynolds  Metals  Company,  Richmond,  Va.,  23218. 


REYNOLDS 

where  new  ideas  brirjg  you  better 

PACKAGING 


Watch  the  Winter  Olympics  from  Grenoble,  France 
QQQ  February  6-18  on  ABC-TV. 
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An  evening  ride 

around  the  grounds  on  a  John  Deere 
Lawn  and  Garden  Tractor  is  about 
all  it  takes  to  cut  your  grass,  trim 
around  shrubs  and  enjoy  a  neighborly 
chat  by  sundown.  What's  more, 
you'll  do  the  work  you  used  to  save 
for  weekends  with  one  of  the  new 

WEEKEND  FREEDOM 
/V^ACHINES 

BY  JOHN  DEBRE 


More  than   a  mower,  a  Jclin 
Deere  Lawn  and  Garden  Tractor 
is  like  having  an  eager  r.andyman. 
Lets  you  zip  through  '         chores 
any  evening.  In  cushion-comfo;- 
Cuts  grass  hke  a  fussy  garden^. 
Trims  close.  Hauls.  Tills.  Do?e?. 
Holds  tight  to  hills  and  ter.    .\ 
thanks  to  low  center  of  gravity 
and  adjustable  rear-wlf-el  t'-->ad. 

Farm-bred  and  solid,  a  J 


Deere  takes  jungle-thick  grass  in 
stride.  Handles  with  a   gentle 
t<<uch.  Slows  to  a  creep  if  you  like 
■  ithout  slowing  mower  speed. 

electric  starting  .  .  .  only 
nition  key  turned  on,  only 
i.h  :_e  tractor  out  of  gear,  only 
:h  power  takeoff  disengaged. 

r''ck  the  size  thatsuits  your  lawn: 
6-,  8-,  10-,  or  12-h.p.  Your  John 
Deert  T  sv     .„(!  Garden  Tractor 


Dealer  will  help  select  the  Week- 
end Freedom  Machine  that's  right 
for  you  .  .  .  and  arrange  financing 
if  you  like.  For  dealer  name  and 
free  booklet,  write  ^  5~~ 
John  Deere,  Box  F,  yf^^ 
Moline,  III.  61265. 


VjOHN  DEERE/ 


HAVE  A  NICE 

jmd! 


Forest  &  Paper  Products 

There  were  problems,  especially  the  housing  slowdown,  but  it  wasn't  a  bad  year. 


With  total  capacity  rising  fast'^r 
than  demand,  most  major  forest  prod- 
ucts companies  reported  a  decline  in 
earnings  last  year.  One  problem  was 
price  weakness  in  some  of  the  major 
grades  (linerboard  and  bleached  pulp 
mainly).  Another  was  start-up  costs 
of  new  plants.  Still  another  was  the 
relatively  modest  excess  capacity 
created  by  the  slackening  in  demand. 
But  the  only  real  crisis  was  the  slow- 
ness of  housing  starts  which  by  mid- 
year were  still  only  moderately  higher 
than  they  had  been  during  the  1966 
slump. 

Despite  these  problems,  at  the  nine- 
month  point  Boise  Cascade's  earnings 
were  up  9^,  Georgia-Pacific's  3.5%. 
More  typical,  however,  were  the  de- 
clines reported  by  Crown  Zellerbach 
(11.5%).  Scott  (12%),  West  Virginia 
Pulp  &  Paper  (15%),  International 
Paper  (16%)  and  Mead  (20%).  And 
these  were  hardly  the  worst.  Weyer- 
haeuser's  earnings  were  off  23%,  St. 
Regis"  30%  and  U.S.  Plywood-Cham- 
pion Papers'  34%. 

Newest  and  Best 

But  even  an  off  year  like  1967  did 
little  to  change  the  relative  standing 
of  the  industry's  major  companies. 
The  most  successful  were  those  like 
Boise  Cascade,  Georgia-Pacific  and 
^^ eyerhaeuser.  In  an  effort  to  achieve 
the  fullest  and  most  profitable  utiliza- 
tion of  their  timber  resources,  they 
had  expanded  beyond  their  original 
lumber    or    plywood    businesses    into 


paper  and  packaging.  Georgia-Pacific 
and  Boise  Cascade  set  the  pattern,  if 
they  did  not  originate  it,  and  com- 
panies like  Weyerhaeuser  and  U.S. 
Plywood  (which  moved  decisively  in- 
to paper  early  last  year  with  the 
acquisition  of  Champion  Papers)  fol- 
lowed suit. 

G-P  and  Boise  compounded  their 
initial  advantage  by  concentrating 
wherever  possible  on  specialty  rather 
than  commodity  products  {see  Pack- 
aging, p.  124)  and  so  reduced  the 
hazards  of  price  competition  that  lac- 
erated the  earnings  of  most  of  the 
industry's  other  big  producers.  More 
important,  both  companies  brought 
financial  sophistication  to  an  industry 
that  had  never  had  much  of  it. 

Like  most  companies  in  the  indus- 
try, both  G-P  and  Boise  assumed  their 
present  shape  largely  through  a  series 
of  acquisitions.  But  where  Mead  and 
St.  Regis,  for  instance,  paid  for  most 
of  their  acquisitions  with  common 
stock,  both  Boise  and  G-P  more  often 
used  cash,  long-term  debt  or  conver- 
tible preferreds,  so  that  both  built  tre- 
mendous leverage  into  their  common 
earnings.  This  strategy  not  only  trans- 
formed their  hardly  remarkable  re- 
turns on  capital  into  above-average 
returns  on  equity  but  magnified  the 
growth  in  their  earnings  as  well  (see 
Yardsticks). 

None  of  this  was  lost  on  the  other 
companies  in  the  industry  which,  with- 
in somewhat  narrower  limits,  began 
reorienting  themselves  in  recent  years. 


Equally  important,  most  major  com- 
panies began  to  relax  their  long- 
standing suspicion  of  long-term  debt. 
In  the  past  two  years,  for  instance, 
Weyerhaeuser  and  International  Pa- 
per assumed  their  first  long-term  debt 
within  memory. 

Never  before  did  the  balancing  of 
operations  between  paper  and  wood 
products  make  so  much  sense.  With 
housing  starts  down,  lumber  and  ply- 
wood prices  collapsed,  and  with  them 
went  the  earnings  of  most  lumber  and 
plywood  producers.  But  despite  the  de- 
cline, Weyerhaeuser's  able  new  presi- 
dent, George  Weyerhaeuser,  posted  a 
sturdy  6.6%  gain  in  nine-month  sales. 
This  was  the  payoff  on  Weyerhaeus- 
er's aggressive  expansion  in  recent 
years  in  paper,  building  materials  and, 
most  important,  in  the  international 
market.  "If  we  had  continued  our 
heavy  dependence  on  products  pri- 
marily to  the  home-building  market," 
George  Weyerhaeuser  said,  "this  year 
would  have  been  a  grim  one." 

For  U.S.  Plywood,  the  year  looked 
pretty  grim  all  the  same.  Despite  its 
merger  with  Champion  Papers  last 
winter,  it  still  had  the  heaviest  build- 
ing materials  commitment  of  any  big 
company  in  the  industry.  With  paper 
demand  off  as  well  and  prices  weak- 
ening, Champion's  more  stable  paper 
business  was  not  enough  to  offset  the 
decline  in  lumber  and  plywood  prices. 
U.S.  Plywood's  nine-month  earnings 
fell  34%,  the  sharpest  decline  in  the 
industry.  It  was  enough  to  wipe  out 


I  YARDSTICKS  OF  PERFORMANCE:  Forest  &  Papi 

(Companies  a'e  ..  =  ted  ,n  each  group  in  order  of  their  perfornnance  through  the  latest  available  12  months.) 


GROWTH 

(5-ynar  compounded  rate) 


Sales 


Group 
Rank- 
Earnings     Ing 


26.8%      27.5%      1 


Boise  Cascade 

Georgia-Pacific  14.7  13.9 

West  Virginia  Pulp  6.1  18.4 

Weyerhaeuser  10.3  10.5 

Mead  7.8  7.6 

St.  Regis  Paper  4.2  9.1 

Crown  Zellerbach  6.1  4.6 

International  Paper  5.5  5.5 

Scott  Paper  11.7  2.9 

Kimberly-Clark  5.8  4.5 

U.S.  Plywood-Champion     7.2  3.6 

INDUSTRY   MEDIAN  7.2  7.6 

'Gain  or  loss  in  percentage  points. 


PROFITABILITY 

(5-year  average) 


Scott  Paper 

Weyerhaeuser 

Georgia-Pacific 

Intn'l  Paper 

Boise  Cascade 

Crown 

Kimberly-Clark 

U.S.  Ply-Champ. 

West  Va.  Pulp 

«Aead 

St.  Regis  Paper 

INDUSTRY  MED. 


Return 

on 
Equity 

12.7% 

11.4 

13.9 

9.2 
12.0 
10.7 

9.9 
10.6 

8.7 

8.7 

7.1 
10.6 


Return 

on 
Capital 

11.4% 
10.9 

8.0 

9.0 

8.5 

8.2 

8.3 

7.6 

7.0 

7.1 

6.1 

8.2 


1  Y 

Oper. 

Group 

Profit 

Rank- 

Margin 

ing 

21.5% 

1 

17.8 

2 

20.6 

3 

16.9 

4 

11.4 

5 

16.8 

5 

15.2 

6 

11.0 

7 

14.5 

8 

9.5 

9 

11.6 

9 

15.2 

TREND 

(latest  12  months  vs.  2-year  average) 


Georgia-Pacific 
Kimberly-Clark 
Boise  Cascade 
West  Virginia  Pulp 
Crown  Zellerbach 
international  Paper 
Mead 
St.  Regis  Paper 

Scott  Paper 

U.S.  Plywood-Champ. 

Weyerhaeuser 

INDUSTRY  MEDIAN 


Net      Group 
Earnings         Profit     Rank- 
Gain  Margin*    mg 

1 
2 
3 
4 
5 
5 
6 
7 

7 
8 
9 


5.3% 

-0.2 

3.7 

-0.3 

2.6 

-0.3 

1.9 

-0.5 

2.6 

-0.6 

4.1 

-0.5 

9.3 

-0.6 

17.4 

-1.3 

10.5 

-1.6 

25.6 

-1.2 

18.8 

-3.0 

4.1 

-0.6 
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much  of  the  progress  Champion  and 
Plywood  had  made  in  the  years  before 
their  merger,  and  the  result  was  that, 
in  the  Forbes  Yardsticks,  the  merged 
company's  record  was  considerably 
below  average. 

The  gains  posted  by  Boise  Cascade 
and  Georgia-Pacific  were  to  a  sub- 
stantial degree  related  to  their  skills 
at  acquisitions  and  diversification.  As 
Boise's  President  Robert  V.  Hansber- 
ger  put  it,  "We're  more  interested  in 
growth  than  we  are  in  trees."  Last 
year  Boise  acquired  a  handful  of  land 
development  companies,  a  fibre-foil 
can  company  and  a  maker  of  mobile 
homes.  G-P  picked  up  a  lumber  com- 
pany, a  furniture  company  and  Kala- 
mazoo Paper — enough  new  sources  of 
earnings  in  both  cases  to  offset  any 
decline  in  their  basic  forest  products 
business. 

The  Sins  of  the  Past 

Companies  with  modest  building 
materials  operations  like  International 
Paper,  St.  Regis  and  Crown  Zeller- 
bach  were  only  slightly  exposed  to  the 
slump  in  lumber  and  plywood  prices. 
But  virtually  the  entire  industry  was 
hurt  by  the  erosion  of  prices  in  liner- 
board  and  to  a  lesser  extent  in  mar- 
ket pulp.  However,  prices  were  less  of 
a  problem  than  anyone  had  any  right 


to  expect,  in  part  because  companies 
like  Crown,  St.  Regis  and  U.S.  Ply- 
wood, among  others,  curtailed  produc- 
tion in  an  effort  to  bring  inventories 
into  line  with  demand.  "The  price 
situation  today,"  said  West  Virginia's 
President  David  L.  Luke  III,  "com- 
pares very  favorably  with  that  of  the 
late  1950s  and  early  1960s,  when 
prices  fell  off  swiftly  and  recovered 
slowly."  Indeed,  by  the  end  of  the 
third  quarter,  linerboard  prices  had  be- 
gun to  firm  encouragingly  again. 

Even  so,  the  downturn  hurt.  It  es- 
pecially hurt  companies  like  Mead  and 
St.  Regis.  Managements  in  both  cases 
had  expanded  heavily  during  the  Fif- 
ties into  commodity  products  where 
price  competition  was  most  intense 
and  where  the  temptation  was  irresis- 
tible to  sell  converted  products  for 
whatever  they  would  bring  in  the  hope 
of  making  a  profit  at  the  mill.  Mead 
and  St.  Regis  severely  diluted  their 
common  equity  in  the  process,  and 
both  have  attempted  to  upgrade  their 
earnings  by  putting  their  converting 
operations  on  a  profit-center  basis  and 
by  emphasizing  marketing  rather  than 
production.  To  a  lesser  degree,  Crown 
Zellerbach  and  West  Virginia  have 
been  in  a  similar  fix. 

As  the  Growth  Yardsticks  indicate. 
West  Virginia,  with  the  second  best 


earnings  growth  in  the  group,  seems  on 
the  verge  of  breaking  clear  of  the 
problems  that  have  beset  it  for  nearly 
a  decade. 

Crown  Zellerbach  has  suffered  from 
some  special  problems:  Among  them 
were  a  Federal  Trade  Commission 
decree  that  forced  it  to  divest  itself  of 
its -St.  Helens  mill  and  so  threw  its  ex- 
pansion program  awry ;  a  price  war  in 
newsprint  that  ate  into  its  earnings; 
.  the  rising  competition  of  outsiders  who 
moved  into  Crown's  western  strong- 
hold. 

International  Paper,  though  it  boasts 
one  of  the  industry's  better  returns  on 
capital,  largely  because  of  its  position 
as  a  raw  materials  producer,  has,  by 
most  other  Yardstick  ratings,  turned 
in  a  mediocre  performance.  President 
Edward  B.  Hinman  has  been  working 
hard,  trying  to  reorient  the  long-sleep- 
ing company  toward  marketing  rather 
than  production,  but  so  far  labor 
troubles  and  the  costs  of  expansion 
have  obscured  the  results. 

The  Mighty  Are  Falling 

Ironically,  while  the  industry's  lag- 
gards have  been  slowly  improving 
their  positions,  Scott  Paper,  long  the 
industry's  most  profitable  company, 
has  been  steadily  losing  ground.  Scott's 
success  was  founded  on  its  concentra- 


CALCULATED  RISK- 


A  DECADE  AGO,  whcn  the  paper  in- 
dustry reared  up  a  frightening 
amount  of  overcapacity,  the  excess 
stemmed  mainly  from  the  indus- 
try's overoptimism  over  its  short- 
term  prospects.  But  this  time,  in 
market  pulp  at  least,  things  are  dif- 
ferent. The  current  excess  in  ca- 
pacity is  something  in  the  nature  of 
a  calculated  risk. 

With  pulp  demand  rising  at  a 
long-term  rate  of  something  like 
6%  a  year,  it  has  become  increas- 
ingly evident  that  the  world's  un- 
tapped forest  reserves  are  not  go- 
ing to  be  available  for  the  taking 
forever.  European  forests  have  been 
pretty  much  fully  developed  for 
years  now,  and,  with  the  stampede 
to  the  South  in  the  early  Sixties,  the 
last  of  the  U.S.'  timber  reserves 
has  been  almost  all  nailed  down. 
The  only  remaining  largely  unex- 
ploited  major  forest  reserve  in  the 
northern  Free  World  is  the  vast 
timber  stands  of  British  Columbia 
that  comprise  a  good  half  of  Can- 
ada's total  forest  reserves. 

And  so,  in  recent  years,  the 
world's  great  paper  producers  have 


been  strategically  establishing  them- 
selves in  British  Columbia,  not  so 
much  because  these  companies  need 
its  resources  today  but  because  they 
will  unquestionably  need  them  to- 
morrow. 

Among  others,  Weyerhaeuser 
built  a  250-ton-a-day  bleached  kraft 
mill  at  Kamloops,  British  Columbia. 
Mead  joined  with  Noranda  Mines 
to  form  Northwood  Pulp  to  build 
a  625-ton  pulp  mill  at  Prince 
George.  International  Paper's  Ca- 
nadian arm  formed  a  partnership 
with  Danish  interests  to  build  a 
750-ton  mill  at  Gold  River  on  Van- 
couver Island,  and  U.S.  Plywood's 
Weldwood  subsidiary  worked  out  a 
deal  with  Price  Brothers  to  build 
a  750-ton  mill  near  Quesnel.  All 
told,  the  international  paper  indus- 
try contracted  to  build  some  16 
mills  at  a  cost  of  upwards  of  $1 
billion  over  a  four-year  period. 
And,  with  paper  demand  on  the 
rise,  this  is  just  the  beginning. 

Last  year,  the  first  impact  of  this 
expansion  finally  began  to  make  it- 
self felt  at  a  time  when  paper  de- 
mand slackened  off.  Between  1965 


and  1967,  British  Columbia's  pulp 
capacity  rose  a  good  22%,  from 
3.3  million  to  4  million  tons,  and 
over  the  next  three  years  it  is  sched- 
uled to  rise  another  1.5  million 
tons,  or  38%,  so  that,  even  given 
a  resurgence  in  demand,  the  indus- 
try is  unlikely  to  be  back  on  the 
track    before    1970. 

Even  so,  few  paper  men  are 
greatly  concerned  about  this  situa- 
tion. For  one  thing,  if  demand  con- 
tinues to  rise,  the  overcapacity  is 
unlikely  to  be  excessive.  For 
another,  most  of  the  new  produc- 
tion will  go  into  captive  markets — 
that  is,  the  paper  mills  of  the  parent 
companies.  Market  pulp  poses  a 
problem  for  only  a  small  number 
of  companies — International  Paper, 
Weyerhaeuser,  Procter  &  Gamble 
and  Rayonier,  most  importantly — 
and  most  of  these  are  counting  on 
their  high-powered  international 
marketing  organizations  to  carry 
them  through  any  troubles  that  lie 
ahead.  For  the  companies  involved 
then,  the  short-term  risks  seem 
minimal,  the  long-term  rewards 
enormous. 
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It  could  cost  you  a  fortune. 


'ou  buy  one  or  two  of  these  Detroit  Diesel  engines 
nd  first  thing  you  know  it  leads  to  three  or  four 
lore.  Pretty  soon  you  find  you're  up  to  40  or  50 
ngines.  Sure,  you've  invested  a  small  fprtune. 
lut  relax.  You're  holding  all  the  aces. 
Take  Sites  Silver  Wheel  Freightlines  of  Portland, 
're.,  for  instance.  Right  now  they  have  12  new 
ne-haul  tractors  powered  with  Detroit  Diesel 
!V-71  engines.  Systems  Operations  Manager, 
>eorge  Grill  says,  "These  are  the  finest  engines 
re've    ever    run.    They've    amazed    all    of    us— 


administration,  maintenance  department  and 
drivers."  "And  in  spite  of  the  demanding  nature 
of  the  terrain,  the  fuel  economy  of  our  new  Detroit 
Diesel  powered  fleet  averages  6  m.p.g.,"  added 
Equipment  Maintenance  Manager,  Stephen  Roe. 

Sites  Silver  Wheel  Freightlines  has  invested  a 
small  fortune.  But  do  they  sound  worried?  Not 
with  a  pat  hand.  They  hold  all  the  good  cards. 
Detroit  Diesel  Engine  Division,  General  Motors, 
Detroit,  Michigan  48228. 

Fortune  hunting?  Who  isn't? 


It  costs 


to  make 

MORE 
in 


Why?  Because  labor  costs  8%  less  in  Idaho  than  the 
average  of  all  western  states;  13%  less  than  Cali- 
fornia ! 

Add  to  that  the  bonus  of  high  productivity  of  ener- 
getic people  who  live  where  they  can't  see  what  they 
breathe,  where  the  year  around  livability  is  the  world's 
finest  and  you  have  Idaho  ....  THE  state  where  it 
■will  cost  your  company  LESS  to  make  MORE, 
Check  your  P.  and  L.  statement  and  see  how  an  8% 
to  13%  reduction  in  labor  costs  would  boost  your 
profit. 

For  complete,  confidential  information  on  why  your 
company  belongs  in  Idaho  write  to 

IDAHO   DEPARTMENT   OF  COMMERCE   and   DEVELOPMENT 
ROOM  65A,   STATE   CAPITOL   BLDG.,   BOISE,    IDAHO     83707 


OFFERS  YOU  MORE  OF  WHAT  YOU 
BUY  A  BUSINESS  MAGAZINE  FOR. 


%  Total  Adult  Audience 
who  are  Professional- 
Managerial  Men  35 
years  of  age  and  over 


FORBES 

32.5 

Fortune 

30.6 

Business  Week 

27.0 

Source:  1967  Simmons  Study. 


tion  on  a  line  of  consumer  specialties 
(toilet  paper,  towels,  and  so  on). 
These  required  so  much  marketing 
skill  that  for  years  Kimberly-Clark 
shaped  up  as  Scott's  only  real  competi- 
tion. But  when  outsiders  like  G-P  and 
Procter  &  Gamble  began  moving  into 
Scott's  basic  markets,  President  Harri- 
son Dunning  became  painfully  aware 
thai  others  had  mastered  the  mysteries 
of  his  markets.  And  so  Scott  moved 
into  new  areas — technical  papers 
through  the  acquisition  of  Tecnifax 
and  Plastic  Coating  Corp.  in  1965, 
and  communications  papers  through 
the  acquisition  of  S.D.  Warren  early 
in  1967. 

Unfortunately  Scott's  Warren  ac- 
quisition came  at  precisely  the  moment 
when  demand  and  prices  in  Warren's 
printing  and  converting  papers  began 
to  weaken.  Far  from  solving  Scott's 
problems,  Warren  multiplied  them,  at 
least  on  a  short-term  basis,  and  Dun- 
ning turned  to  a  drastic  divisional 
reorganization  of  the  company  in  an 
effort  to  define  responsibility  and  ac- 
countability. 

"It  is  not  like  Scott,"  Dunning  said 
ruefully  last  spring,  "to  fail  to  make 
a  gain  over  the  preceding  year,  and  it 
is  our  determination  and  expectation 
that  we  will  return  to  our  traditional 
pattern  this  year."  Even  so,  despite  a 
series  of  price  increases  in  tissue, 
Scott's  major  commodity,  its  earnings 
declined  again — for  the  second  year  in 
a  row. 

The  industry's  other  great  consumer 
products  specialist  is  Kimberly-Clark. 
K-C's  dominant  position — in  sanitary 
paper  products — like  Scott's,  had 
been  under  attack  for  more  than  a 
decade.  But  K-C  last  year  seemed  at 
long  last  to  be  reaping  the  rewards 
of  its  efforts  to  establish  itself  in  new 
markets.  As  Scott  Paper's  return  has 
declined,  Kimberly-Clark's  has  held 
reasonably  steady  and  should  continue 
to  do  so  in  the  current  fiscal  year.  But 
though  the  gap  between  Kimberly- 
Clark  and  Scott  narrowed,  Scott  re- 
mained the  most  profitable  major  com- 
pany in  the  industry. 

Could  Have  Been  Worse 

Except  in  building  materials,  where 
money  shortages  rather  than  manage- 
ment made  the  difference,  the  indus- 
try's problems  seemed  under  control 
last  year.  If  demand  rises  in  1968,  as 
nearly  everyone  expects  that  it  will, 
even  overcapacity  in  two  important 
commodities  should  recede  as  a  major 
problem.  But  what  if  the  economy 
should  continue  to  move  sidewise  or 
turn  down?  "The  over-all  fortunes  of 
the  economy,"  commented  St.  Regis 
President  William  Adams,  "are  more 
important  to  us  than  any  threat  of 
overcapacity."  ■ 
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Alloy  Piping  Withstands 


msmm^^'mr  m&^mi 


Anhydrous  ammonia  is  fertilizer  that  helps 
bring  more  and  better  foods  out  of  the 
earth.  One  of  the  world's  large  single-train 
ammonia  plants  is  located  at  Geismar,  La., 
in  the  heart  of  a  giant  petrochemical  com- 
plex owned  by  THE  BORDEN  CHEMICAL 
COMPANY.  Special  exotic  seamless  wrought 
alloy  headers  (ASTM  B407  —  32%  nickel 
&  20%  chrome  in  1  4-inch  OD  and  1  .289 
inch  minimum  wall,  and  10/4  inch  OD  x 
1.102  inch  minimum  wall)*  are  vital  parts 
of  this  important  plant  because  they  are 
designed  to  resist  tremendous  pressure 
and  withstand  temperatures  of  1 400°F. 
plus.  These  headers  were  supplied  to 
CHEMICAL  CONSTRUCTION  CORP.,  of  New 
York  City,  designer  and  builder  of  the 
Borden  plant,  by  CAPITOL  PIPE  &  STEEL 
PRODUCTS.    INC. 


•  3255  ntkel  20%  chrome  ASTM  B407. 
Mamleu  aroufht  Hoderi  ire  made  from 
S-inches  through  20  inches  00  in  light  ind 
ktavy  Mills  Cipilol  Pipe  ilso  slochs 
"PigHil'  leid  y«  inches  through  2  inches. 
and  can  be  cut  to  siie  is  well  is  i  lull  ringe 
«(  B407  pip«  Vt  incb  through  12  inch  00. 


THE 
WORLD'S 


capitol 

I  PIPE  &  STEEL  PRODUCTS,  INC. 


tncuiinmo  um  offices: 

301  CITY  LINE  AVENUE,  BALACYNWYO,  PA.  19004 


CODE  215   TE  9-4300 


oismcT  Offices:  atianta  •   baton  rouge  .   Chicago  •   Houston  .   los  angeles 

NEW  YORK.   PHILADELPHIA.  TULSA 

siRvici ceunns:  m\Mi\.m^•  Delaware,  pearland, texas 

WmNA  TIONAL  OIVISION:  CUflOPE-  LONDON      CANADA-  TORONTO 
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Capital  Goods 


The  continued  boom  in  capital  spending  gave  these  com- 
panies a  good  sales  year.  Profits,  however,  were  down. 


Although  the  U.S.  economy  slowed 
down  last  year,  capital  spending  re- 
mained high.  The  companies  that  pro- 
duce the  tools,  machines  and  auxil- 
iary equipment  came  through  in 
remarkably  good  shape. 

Admittedly,  U.S.  industry's  capital 
spending  came  nowhere  near  match- 
ing ]966's  16.5%  gain.  But  even  so  it 
rose  2%  to  a  new  record;  and  for  the 
machine-tool  producers,  who  are  al- 
ways last  to  feel  a  slowdown  in  spend- 
ing, nine-month  shipments  were  up  a 
good  10%,  enabling  the  industry  to 
slide  past  its  1953  sales  record. 

There  was,  however,  something  of  a 
profit  squeeze.  Ex-Cell-O,  Norton, 
Carborundum  and  Ingersoll-Rand 
posted  at  least  moderate  nine-month 
sales  increases;  Clark  Equipment's 
and  United  Shoe  Machinery's  (first- 
half)  sales  were  virtually  unchanged; 
only  Grinnell  (off  2.5%  in  the  first 
half),  H.K.  Porter  (off  6%),  and 
Midland-Ross  (off  6%)  reported  sales 
declines.  Yet  in  spite  of  these  gen- 
erally good  sales  showings,  only  Cin- 
cinnati Milling  and  Grinnell  (whose 
8.5%  earnings  gain  reflected  a  1966 
strike)  avoided  a  decline  in  earnings. 

But  there  was  nothing  uniform 
about  why.  With  a  1.7%  decline  in 
earnings,  Ingersoll-Rand  explained  that 
its  modest  sales  gains  were  due  to  ris- 
ing expansion  and  operating  costs. 
Midland-Ross  (off  15.4%)  was  hurt 
badly  by  strikes  not  only  in  the  auto. 


rubber  and  copper  industries  that  it 
serves,  but  at  its  own  plants  as  well. 
Clark  (off  17.6%)  was  affected  by 
softness  in  the  economy  as  well  as  in- 
creased costs.  Despite  its  booming  ma- 
chine tool  and  precision  parts  business, 
Ex-Cell-O's  earnings  fell  16.3%  be- 
cause of  the  capital  and  start-up  costs 
of  a  major  expansion  program. 

Although  economists  tend  to  lump 
capital  spending  into  a  single  category, 
the  fact  is  that  it  consists  of  many  dif- 
ferent markets.  H.K.  Porter,  Carbo- 
rundum and  Norton  did  not  do  well 
in  Trend  last  year  because  the  particu- 
lar segments  of  the  market  that  they 
serve  happened  to  be  weak. 

Diversification  for  What? 

There  has  been  nothing  uniform 
about  the  industry's  pattern  of  long- 
term  success  either.  You  could  not  say 
that  concentration  in  a  single  product 
area  necessarily  paid  off,  any  more 
than  you  could  say  that  diversifying 
widely  did.  What  mattered  in  capital 
goods,  as  in  any  other  industry,  was  not 
so  much  what  you  did  as  how. 

Take  the  front-ranking  companies 
in  the  Forbes  capital  goods  Yard- 
sticks— Ingersoll-Rand,  Clark  Equip- 
ment, Ex-Cell-0  and  Cincinnati.  Clark 
and  Ex-Cell-O  have  diversified  wide- 
ly, Ingersoll-Rand  somewhat  more 
narrowly  and  Cincinnati  relatively  not 
at  all.  But  all  four  did  pin  their  for- 
tunes to  some  of  the  fastest-growing 


markets  in  the  U.S.  economy,  and 
■reaped  the  rewards  in  the  form  of 
strong  showings  in  the  Growth  Yard- 
sticks. In  this  group,  Clark  balanced 
industrial  trucks  (fork-lift  mainly) 
with  construction  equipment,  truck 
trailers  and  auto  parts.  Ex-Cell-O 
balanced  precision  parts  (jet  engine 
components  most  importantly)  with 
machine  tools  and  Pure-Pak  milk 
packaging  equipment.  Ingersoll-Rand 
enhanced  the  potential  of  its  basic 
pump,  engine,  rock  drill  and  condenser 
business  with  a  line  of  consumable 
items — power  tools,  hand  tools,  parts 
and  accessories.  Even  Cincinnati  multi- 
plied its  line,  particularly  with  com- 
puter-controlled equipment,  and  ex- 
panded its  line  of  auxiliary  products 
(cutting  fluids,  abrasives,  additives). 

At  the  same  time,  each  company  es- 
tablished a  commanding  position  in  at 
least  one  of  its  major  product  lines- 
Clark  in  fork-lift  trucks.  Ingersoll- 
Rand  in  rock  drilling  equipment,  Ex- 
Cell-O  in  milk  packaging  machinery. 
And  while  no  single  company  truly 
dominates  the  $1 -billion  machine-tool 
industry,  Cincinnati  Milling  owes  its 
strong  Yardstick  showing  to  its  strong 
position  in  such  machine-tool  items  as 
milling  and  grinding  machines.  Com- 
bine growth,  market  position  and  a 
somewhat  old-fashioned  attitude  to- 
ward needless  costs,  and  you  explain 
why  these  firms  boast  the  highest  prof- 
itability rankings  in  the  Yardsticks. 


YARDSTICKS  OF  PERFORMANCE 

mm 

:  Capital  Goods 

1 

1 

(Companies  are  listed  in  each  group  in  order  of  their  performance  through  the 

latest  available  12  months.) 

GROWTH 

PROFITABILITY 

TREND 

(5year  compounded  rate) 

(5-year  average) 

(latest  12  months  vs.  2-yea 

average)           | 

Group 
Rank- 
Sales        Earnings     ing 

Return       Return       Oper. 

on              on          Profit 

Equity       Capital      Margin 

Group 
Rank- 
ing 

Earnings 
Gain 

Net 

Profit 

Margin* 

Group 
Rank- 
ing 

Cincinnati  Milling          14.5%      31.1%      1 
Midland-Ross                  14.8         23.4         2 

Ingersoll-Rand      20.0%     19.6%    2U°A 
Ex-Cell-O              14.3        12.3        22.4 

>     1 
2 

Cincinnati  Milling           27.3% 
Grinnell  Corp.                  5.6 

0.5 
0.2 

1 
2 

Clark  Equipment            17.3          12.5         3 
Carborundum                   9.4          14.0         4 

Clark  Equipment    17.1        14.5        11.0 
Cincinnati  Milling  13.1        11.0        10.2 

3 

4 

Ingersoll-Rand               10.6 
Midland-Ross              -  0.5 

0.1 

t 

2 
3 

Grinnell  Corp.                 8.2          15.9         4 
Ingersoll-Rand                12.5         12.4         5 

Midland-Ross        11.2        10.7        10.3 
Carborundum        10.5         9.6        15.3 

5 
6 

Clark  Equipment          —  4.3 
United  Shoe  Mach.       —  9.1 

—0.7 
-0.8 

4 
5 

Ex-Cell-O                       10.4         10.7         6 
United  Shoe  Machinery      7.1           5.3         7 

Norton                   9.5          9.3        17.0 
United  Shoe  Mach.  7.4          7.4        19.0 

7 
8 

Ex-Cell-O                    —  6.3 
Carborundum              —10.6 

-1.4 
-1.2 

6 
7 

Norton                            9.0           14         8 
H.K.Porter                      2.5           3'.2         9 

Grinnell  Corp.      10.3        10.3          8.5 
H.K.Porter             7.2         5.6          7.4 

9 

10 

H.K.  Porter                 —44.6 
Norton                        —22.4 

—0.9 
—1.8 

8 
9 

INDUSrRY   MEDIAN                9.9             12.5 

INDUSTRY  MED.      10.9           10.5           13.2 

INDUSTRY   MEDIAN         —   5.3 

-0.8 

•Gain  or  loss  in  percentage  points.    tNo  change. 

Texaco 
Designs 

a  distinctive  new  service  station- 
to  serve  more  motorists  faster  and  better 


You'll  soon  be  seeing  Texaco  serv- 
ice stations  like  this  all  over  the 
U.S.  It's  the  new  design  developed 
by  Texaco  to  serve  more  motorists 
faster  and  better  .  .  .  and  to  help 
build  a  more  beautiful  America. 

As  the  only  company  that  for  many 
years  has  served  the  motoring  pub- 
lic in  all  50  states,  we  look  forward 
to  constructing  many  of  these  new 
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Stations-distinctive,  bright,  airy, 
and  attractively  landscaped.  They 
embody  new  architectural  designs, 
use  new  materials,  and  offer  new 
conveniences  to  the  public.  They 
harmonize  with  both  residential 
and  commercial  areas. 


ests  of  Texaco's  customers.  The 
new  stations  are  tasteful,  but  will 
not  go  unnoticed  on  a  busy  high- 
way. Our  success  in  this  highly 
competitive  business  is  directly  re- 
lated to  our  ability  to  attract  motor- 
ists to  Texaco  service  stations. 


Four  years  of  extensive  experi-  As  we  see  it,  good  lygYlirni 
ments  have  created  a  functional  taste  is  good  busi-  [TcAACUl 
design  that  serves  the  best  inter-    ness.  ^^^^ 
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"It  is  no  accident  that  Ingersoll- 
Rand  has  been  at  the  top  of  its  indus- 
try in  profits  for  many  years,"  said 
1-R's  new  chairman,  William  L.  Wear- 
ly.  "Virtually  all  of  Ingersoll-Rand's 
product  lines  have  been  in  a  high  in- 
dustry market  position,  thus  each  has 
been  and  is  profitable  and  self-support- 
ing. Beyond  this,  there  are  very  few 
parts  of  the  world  economy  that  do  not 
depend  on  one  or  more  of  our  prod- 
ucts. Thus  the  growth  trends  of  most 
important  industries  in  the  world  pro- 
vide an  expanding  market." 

Lacking  this  combination  of  growth 
and  market  position,  the  other  com- 
panies in  Forbes'  capital  goods  group 
have  been  hard  put  to  match  the  lead- 
ers' performances.  Even  so,  Midland- 
Ross,  which  ranks  second  in  Growth 
and  fifth  in  Profitability,  has  come 
fairly  close.  Originally  a  marginally 
successful  auto  parts  maker,  M-R  be- 
gan diversifying  a  decade  ago,  moving 
cannily  into  areas  like  capital  goods, 
rayon  and  polyesters,  and  rail  equip- 
ment, in  so  doing,  Midland-Ross 
racked  up  a  high-powered  rate  of 
growth  and  an  at  least  average  return 
on  investment.  But,  unlike  Ex-Cell-O 
and  Clark,  whose  diversification  pro- 
ceeded pretty  much  within  the  limits 
of  their  original  technical  and  manu- 
facturing   talents,    Midland-Ross    has 


tended  to  move  wherever  it  thought  it 
saw  a  bargain  or  a  promising  growth 
prospect. 

Without  quite  adopting  Midland- 
Ross'  conglomerate  approach,  Carbo- 
rundum, Norton  and  United  Shoe 
Machinery  have  been  branching  out 
in  recent  years.  Norton  and  Carbo- 
rundum, though  they  occupy  a  domi- 
nant position  in  their  own  part  of  the 
marketplace,  have  been  hamstrung  by 
the  extreme  cycles  and  painfully  slow 
growth  of  their  basic  abrasives  busi- 
ness. USM,  on  the  other  hand,  was 
confronted  with  an  antitrust  decree 
that  cost  it,  over  a  period  of  years,  the 
bulk  of  its  once  highly  profitable  shoe 
machinery  leasing  business. 

USM  has  now  established  itself  in 
areas  like  industrial  fasteners,  chemi- 
cals and  fabricated  products.  But  it  has 
failed  to  do  so  quickly  or  successfully 
enough  to  offset  the  continuing  decline 
in  its  shoe  machinery  earnings.  Re- 
sult: one  of  the  poorest  Growth  and 
Profitability  records  in  the  capital 
goods  group.  Norton  has  fared  better 
and  Carborundum  considerably  better. 
Each  posted  roughly  a  9%  annual 
growth  in  sales  over  the  past  five  years, 
but  Norton's  gain  produced  negligible 
increases  in  earnings,  whereas  Carbor- 
undum's elicited  a  significant  gain. 

In   terms   of   profitability    at    least, 


Grinnell,  the  big  industrial  plumbing 
fixture  producer,  might  seem  to  have 
done  little  better.  But  include  in  Grin- 
nell's  equity  the  undistributed  earn- 
ings of  its  three  unconsolidated  fire- 
and-burglar  alarm  subsidiaries,  and- 
Grinnell's  return  runs  about  a  fourth 
higher  than  the  Forbes  Yardstick 
suggests,  putting  it  where  its  growth 
prospects  and  market  position  suggest 
it  belongs — among  the  most  profitable 
'companies  in  the  group.  Next  spring, 
under  an  antitrust  order,  Grinnell  will 
spin  off  all  three  of  these  subsidiaries, 
so  that  Grinnell  will  soon  be  where 
USM  was  a  decade  ago — looking  for 
alternative  sources  of  earnings. 

H.K.  Porter,  Pittsburgh's  diverse 
capital  goods  agglomerate,  was  put  to- 
gether after  World  War  II  by  Thomas 
Mellon  Evans,  one  of  the  U.S.'  most 
celebrated  collectors  of  sick  compa- 
nies. By  shrewd  use  of  Porter's  cash 
flow  and  an  absolute  minimum  of 
dilution,  Evans  acquired  over  the  years 
dozens  of  small  companies  producing 
steel,  electrical  and  rubber  products, 
auto  and  industrial  equipment.  Lacking 
a  commanding  position  in  any  single 
major  product  line.  Porter  has  seen  its 
growth  slow  down  in  recent  years.  But 
Porter  remains  a  remarkable  job  of 
welding  small,  diverse  companies  into 
a  meaningful  whole.  ■ 


The  new  railroad 
is  here...there 
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...everywhere. 

Seaboard  and  Atlantic  Coast  Line  are 
now  one:  Seaboard  Coast  Line  Railroad. 
We've  merged  to  bring  to  those  we  serve 
the  best  of  both  lines  and  to  enable  our- 
selves to  provide  even  more  and  better 
services  in  the  future.  In  addition  to  our 
home  operating  states  (Virginia,  Geor- 
gia, Florida,  the  CaroUnas,  and  Ala- 
bama) we're  just  about  everywhere  you 
might  need  us.  We  appreciate  your  busi- 
ness. So  call  on  us.  We're 


here  . . .  there  . 
everywhere  .  . . 
to  serve  you. 


-in 
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This 

executive  vice  president 
of  a 

pharmaceutical  firm 
earns  $75,000  a  year.  .* 
He  reads  Barron's. 


$ 


Both  depend  on  the 

beneath-the-surface  investment  approach 

that  only  Barron's  offers. 


One  man  makes  more  than  twice 
as  much  as  another — yet  they 
both  read  Barron's.  Why?  Because 
only  Barron's  gives  them  invest- 
ment facts  they  can't  find  any- 
where else.  Because  BaiTon's  gives 
them  a  special  kind  of  coverage, 
with  an  unusual  degree  of  back- 
ground, that  enables  them  to  in- 
vest wisely. 

Barron's  is  more  than  a  business 
magazine,  financial  newsletter,  or 
investment  weekly.  It's  all  three 
combined  in  one,  plus  something 
more.  Written  for  those  who  make 
up  their  own  minds  about  their 
own  money,  Barron's  gives  in- 
depth  coverage  of  significant  eco- 
nomic, political  and  business 
events.  Barron's  readers  include 
74,090  corporate  directors  and 
16,456  executives  with  firms  whose 
gross  sales  top  $500,000,000  yearly 


— people  who  base  investment  de- 
cisions on  facts,  not  fancy. 

Barron's  brings  you  succinct, 
lucid  stories,  meaningful  informa- 
tion and  authoritative  opinion 
from  which  you  can  draw  hard- 
core investment  conclusions.  Bar- 
ron's covers  Wall  Street  and 
Washington.  Mergers  and  new 
products.  Management  strategy. 
Corporate  financing.  The  interna- 
tional scene.  Barron's  goes  where 
investment  news  is — and  is  about 
to  be  made. 

Not  like  a  daily  newspaper  or  a 
skim-through  magazine,  but  with 
a  special  outlook  keyed  to  readers 
for  whom  investments  are  a  very 
real  and  important  part  of  life.  To 
such  a  reader,  Barron's  brings  a 
unique  perspective — a  hard  look 
instead  of  a  glimpse  into  the  fac- 
tors, people,  and  events  that  affect 


values  of  stocks,  bonds,  real  estate, 
commodities — all  investments. 

Whether  your  investment  hold- 
ings are  large  or  small,  you  should 
become  a  Barron's  reader.  See  for 
yourself  how  this  unique  weekly 
can  give  you  money-making  in- 
sights you  are  not  likely  to  find 
anyplace  else. 

Barron's  is  50^  a  copy  at  most 
newsstands;  $18  for  a  year's  sub- 
scription. Try  it,  and  you'll  agree 
— you  should  be  reading  Barron's 
every  week. 


BARRON'S 

National  Business  and  Financial  Weekly 

A  Dow  Jones  Publication 

30  Broad  Street,  New  York,  N.  Y.  10004 
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Rail  Equipment 


These  companies  have  some  serious  problems,  but  they  also  have  some  big  opportunities. 


Not  only  is  railroad  equipment  one 
of  the  oldest  parts  of  U.S.  heavy  in- 
dustry, it  continues  to  behave  in  old- 
fashioned  ways.  For  most  of  U.S.  in- 
dustry today  the  business  cycle  has 
either  been  eliminated  or  at  least  sub- 
stantially smoothed  out.  Rail  equip- 
ment still  rides  a  roller  coaster. 

In  1961  capital  spending  for  the 
railroad  industry  was  down  to  a  dis- 
mal $646  million;  five  years  later  it 
had  trebled  to  $2  billion.  Last  year, 
whipsawing  again,  the  figure  dropped 
to  $1.5  billion,  a  25%  decline  in  one 
year.  The  backbone  of  the  industry, 
freight  car  deliveries,  should  be  down 
to  50,000  in  1968,  a  decline  of  more 
than  40%  from  the  highest  figure  of 
recent  years.  At  year's  end  backlogs 
were  sadly  depleted.  From  a  high 
point  of  70,988  cars  in  October  1966, 
they  had  dropped  down  to  about 
30,000. 

Delays  in  planned  mergers  caused 
some  roads  to  hold  back.  The  suspen- 
sion of  the  7%  investment  credit  (it 
was  reinstated  seven  months  later)  had 
at  least  a  minor  effect.  But  the  real 
villain — and  the  ancient  one— was  the 
ingrained  habit  of  most  railroads  to 
blow  hot  and  cold  according  to  the 
current  state  of  their  profits  (see 
chart,  p.  115).  For  the  full  year  rail- 
road profits  were  probably  down  33%, 
and  the  carriers  cut  their  capital  spend- 
ing accordingly. 

The  efi"ect  of  the  slowdown  in  or- 
ders shows  up  in  the  Trend  Yard- 
sticks. Ail  the  companies  had  record 
sales  and  earnings  in  1966.  Only 
Union  Tank  Car  managed  a  new  high 


for  1967.  The  industry  median  showed 
a  loss  of  3.6%  in  earnings  Trend  vs. 
a  19.4%  gain  for  the  comparable  pe- 
riod a  year  earlier. 

Nor  has  the  worst  passed  for  the 
rail  equippers.  The  dwindling  back- 
logs sp>ell  even  lower  earnings  this 
year.  Does  this  portend  a  dismal  year 
for  this  industry?  Not  necessarily.  For 
all  the  companies  in  it  have  diversified, 
some  to  the  point  where  rail  equip- 
ment is  not  really  their  main  business 
any  more.  Abex,  for  example,  now 
gets  72%  of  its  sales  from  non-railroad 
businesses,  Westinghouse  Air  Brake 
around  70%. 

How  To  Diversify 

One  natural  form  of  diversification 
is  in  leasing  freight  cars.  Here  the 
main  customers  are  not  railroads  with 
their  off-again,  on-again  buying,  but 
rail-shippers  such  as  the  big  oil  and 
chemical  companies.  General  Ameri- 
can Transportation  (with  65,000  cars 
leased).  Union  Tank  (with  50,000) 
and  ACF  (with  26,000)  have  gone 
into  this  highly  profitable  business  in 
a  big  way.  Pullman,  the  biggest  manu- 
facturer of  freight  cars,  is  among  the 
least  profitable  companies  in  the  in- 
dustry: One  reason  is  its  comparatively 
late  entry  into  leasing.  It  currently  has 
3,600  cars  out  on  lease. 

In  1968,  however,  even  the  leasers 
will  be  hurt  somewhat  in  the  down- 
turn. This  because  they  also  sell  cars 
directly  to  the  railroads  and  did  a 
good  business  during  the  recent  boom. 
The  solitary  exception  is  Union  Tank, 
which  builds  almost  entirely  for  lease. 


rarely  for  sale. 

For  all  these  problems,  the  inter- 
esting thing  about  this  group  of  com- 
panies is  that  they  are  not  at  all  un- 
profitable. ACF,  Union  Tank  and 
GAT  all  earn  a  very  respectable  re- 
turn on  stockholders'  equity  (see 
Yardsticks) .  Amsted,  which  has  a  very 
conservative  capital  structure  (it  has 
not  a  penny  of  long-term  debt),  earns 
a  quite  satisfactory  return  of  1 1  %  on 
its  total  capital.  How  so,  in  this  upsy- 
downsy  business? 

The  answer,  of  course,  is  diversifi- 
cation. No  group  of  companies  has 
worked  harder  at  diversification  than 
the  rail  equippers.  Abex  is  a  diversi- 
fied capital  goods  producer,  with 
metal  casting,  hydraulics  and  fric- 
tion materials  figuring  importantly 
in  its  sales  mix.  Wabco  is  big  in  con- 
struction machinery,  aerospace  and 
defense  and  mining  machinery.  ACF 
makes  carburetors  and  valves,  gets  a 
third  of  its  profits  from  the  highly  suc- 
cessful freight  car  leasing  business. 
Amsted  is  half  in  rail  equipment,  half 
in  machine  tools,  specialty  industrial 
products  and  iron  and  clay  pipe.  Pull- 
man, the  giant  of  the  industry,  is  in 
truck  trailers  and  engineering  and  con- 
struction. 

Companies  like  Abex  and  Wabco 
are  not,  properly  speaking,  rail  equip- 
ment firms  any  longer.  (They  are  so 
classified  by  Forbes  because  rail 
equipment  was  the  base  upon  which 
their  diversification  has  been  built.) 
Their  diversification  protects  them 
against  the  ups  and  downs  of  the  rail 
industry,    while    their    rail    activities 


YARDSTICKS  OF  PERFORMANCE:  Railroad  Equipment 

(Companies  are  listed  in  each  group  in  order  of  their  performance  through  the  latest  available  12  months.) 


GROWTH 

(5-year  compounded  rate) 


Sales 


Group 
Rank- 
Earnings     ing 


Pullman 

Amsted  Industries 

Union  Tank  Car 

ACF  Industries 

Abex 

Westinghouse  Air  Brake 

Gen.  Amer.  Trans. 

INDUSTRY  MEDIAN 


14.6%      28.9%      1 


12.5 
2.7 
5.8 
7.2 
8.6 
2.7 
7.2 


14.7 

24.8 

24.6 

9.2 

8.1 

8.2 

14.7 


PROFITABILITY 

(5-year  average) 


ACF  Industries 
Amsted  Ind. 
Union  Tank  Car 
Gen.  Amer.  Trans. 
Abex 
Pullman 
Westinghouse 

INDUSTRY  MED. 


Return 

on 
Equity 

15.4% 
11.0 
13.0 
12.6 

9.5 

9.5 

9.5 
11.0 


Return 

on 
Capital 

9.6% 
11.0 
6.4 
6.4 
7.9 
9.4 
8.2 
8.2 


■Y 

Oper. 

Group 

Profit 

Rank- 

Margin 

ing 

17.3%     1     1 

16.0 

2 

28.1 

2 

22.3 

3 

12.7 

4 

5.1 

4 

9.3 

4 

16.0 

TREND 

(latest  12  months  vs.  2-year  average) 


ACF  Industries 

Union  Tank  Car 

Amsted  Industries 

Pullman 

Abex 

Gen.  Amer.  Trans. 

Westinghouse 

INDUSTRY  MEDIAN 


Earnings 
Gain 

-  0.4% 
9.6 
2.6 

-  4.9 

-  8.3 

-  3.6 
-15.2 

-  3.6 


Net  Group 
Profit  Rank- 
Margin*    ing 


0.2 
-0.6 
-0.8 
-0.4 
-0.5 
-0.8 
-1.1 
-0.6 


1 
2 
3 
3 
4 
4 
5 


'Gain  or  loss  in  percentage  points. 
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In  1967,  at  Northern  Natural  Gas  Company  we: 

added  53  new  communities  to  our  lines  in  Iowa,  Nebraska,  Minnesota, 
Wisconsin,   and   Michigan,   bringing  the  total  number  of  communities  served 
to  1,021  in  nine  states;  constructed  910  miles  of  mainline,  branch  lines, 
and  gathering  lines,  pushing  our  overall  system  to  more  than  22,000  miles 
of  pipe;  opened  up  new  Permian  Basin  reserves  in  West  Texas  and  Eastern 
New  Mexico  with  the  building  of  a  365-mife,  30-inch  pipeline  from  Kermit, 
Texas,  to  Beaver,  Oklahoma;  filed  application  with  the  Federal  Power  Commis- 
sion to  extend  gas  service  to  16  new  North  and  South  Dakota  communities, 
including  Pierre,  the  capital  of  South  Dakota;  expanded  capacity  of  our  liquids 
pipeline,    Hydrocarbon   Transportation,   Inc.,  by  50  per  cent;  announced 
plans  to  construct  a  $37,000,000  chemical  complex  and  pipeline  for  ethane 
extraction   and   production   of   ethylene   and   ethylene   oxide;   organized 
Northern  Systems  Company,   specializing  in  urban  problems  including  the 
operation  of  government  training  programs;  bought  The  Profane  Corporation, 
a  propane  distribution  company  operating  in  the  Eastern  United  States  and 
Latin  America;  acquired  ownership  of  Mineral  Industries,  Inc.,  of  Chicago, 
a  leading  independent  anti-freeze  marketer,  and  15  per  cent  interest  in 
Calcasieu  Chemical  Corporation,   Lake  Charles,   Louisiana,  a  producer  of 
ethylene  glycol;  purchased  the  assets  of  Varney  Chemical  Corporation, 
Janesville,  Wisconsin,  a  producer  of  chemicals  used  in  the  production  of 
fabric  softeners,  germicides,  and  detergents;  became  the  owners  of  National 
Poly  Products,   Inc.,  Mankato,   Minnesota,  and  its  wholly-owned  subsidiary, 
Viking  Plastics  of  Minnesota,  Inc.,  both  of  whom  produce  polyethylene 
products;  our  Peoples  Division  acquired  six  natural  gas  distribution  systems 
in  Minnesota,  bringing  the  number  of 
communities  served  by  Peoples  to 
245  in  five  states;  increased  both 
our  earnings  and  our  dividends; 
and,  sold  more  natural  gas 
than  ever  before. 


Other  than  that, 
nothing  much  happened. 


Home  Office:  Omaha,  Nebraska 
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You  can  talk  all  you  want  about  the 
railroads'  need  tor  new  equipment. 
The  fact  is  the  rails  buy  only  when 
they  are  making  money. 


i 


provide  a  nicely  leveraged  way  to  par- 
ticipate in  the  railroads'  prosperity 
during  periods  when  the  rail  carriers 
are  prosperous. 

In  fact  the  real  danger  is  not  so 
much  that  they  overemphasize  rail 
business  but  that  they  may  become 
excessively  disenchanted  with  it.  It  is 
hardly  to  the  industry's  credit  that  it 
was  General  Telephone  &  Electronics 


(see  box),  an  outside  company,  that 
captured  the  contract  for  one  of  the 
most  exciting  developments  in  rail- 
roading in  many  decades.  But,  GAT 
President  J.R.  Scanlin  pointed  out: 
"Look  at  it  long  range.  There  will 
be  brighter  days  ahead  for  the  rail- 
roads when  the  mergers  do  go  through. 
Some  of  the  railroads  are  doing  very 
imaginative  things  today,  and  we  ex- 


pect to  reap  the  benefits.  The  rail- 
roads' equipment  is  old  today,  and 
they're  having  to  switch  to  larger  and 
more  modern  equipment  to  capture 
some  of  the  intercity  traffic  they've 
lost."  Far  from  being  a  lost  cause,  this 
group  of  diversified  companies  today 
has  a  good  chance  of  making  some 
real  growth  records  in  the  years 
ahead.    ■ 


It  remained  for  a  rank  outsider 
never  before  in  the  rail  equipment 
business  to  come  up  last  year  with 
a  rail  equipment  device  that  may 
be  the  biggest  boon  to  the  railroad 
industry  since  the  diesel  locomo- 
tive replaced  the  iron  horse. 

The  device  is  called  KarTrak, 
and  will  help  make  possible  the 
instantaneous  location  of  any 
freight  car  in  the  country.  It  was 
developed  by  General  Telephone  & 
Electronics  Corp.'s  subsidiary,  Syl- 
vania  Electric  Products,  and  was 
given  approval  by  the  Association 
of  American  Railroads  over  com- 
petitive systems  entered  by  Abex 
and  Wabco. 

The  system  will  become  indus- 
trywide on  Jan.  1,  1970,  the  dead- 
line when  all  cars  must  have  their 
new  identifications,  and  in  brief, 
it  works  this  way:  Every  freight 
car,  caboose  and  freight  locomotive 
in  the  country  will  be  marked  with 
a  small  set  of  red,  blue  and  white 
reflective  tapes  called  Scotchlite 
(made  by  3M)  arranged  in  a  lad- 
der to  form  a  color  code  that  spells 
out  the  car  number.  Located  be- 
side the  tracks  (principally  in  mar- 
shalling and  switching  yards)  will 
be    Sylvania-built    electronic    scan- 


■ELECTRONIC  BREAKTHROUGH 


ners.  They  will  be  equipped  with 
high-intensity  xenon  lamps  that  can 
"read"  the  tapes  under  any  weath- 
er conditions,  day  or  night,  on  cars 
moving  at  speeds  of  over  100  miles 
an  hour.  The  scanners  will  feed  the 
information  into  the  railroad's  com- 
puter system,  which  in  turn  will 
feed  into  the  TeleRail  Automated 
Information  Network  (TRAIN) 
established  earlier  last  year  by  the 
AAR  in  Washington  to  provide 
computer  links  to  all  class  railroads. 
The  new  system  has  two  advan- 
tages. First,  it  will  enable  the  rail- 
roads to  tell  shippers  exactly  where 
their  goods  are,  and,  therefore, 
when  they  can  be  expected  to  ar- 


rive. Second,  by  enabling  each  road 
to  check  the  availability  of  cars 
needed  for  any  shipment,  it  should 
permit  U.S.  railroads  to  move  the 
same  amount  of  freight  with  10% 
fewer  cars. 

The  estimate  of  the  reduction  in 
the  number  of  freight  cars  comes 
from  Thomas  M.  Goodfellow,  pres- 
ident of  the  AAR,  who  called  the 
device  "a  breakthrough  in  trans- 
portation technology,"  and  from 
Pennsylvania  chairman  Stuart 
Saunders,  one  of  the  first  experi- 
mental users  of  the  system,  who 
"thinks  it  has  terrific  possibilities." 

An  additional  advantage  for  the 
railroads  is  that  the  AAR  estimates 
that  it  now  costs  them  $50,000  a 
day  to  correct  the  errors  of  human 
mistakes  in  reporting  freight  car 
interchanges.  Automatic  Car  Iden- 
tification (ACI)  mistakes  (nothing 
is  perfect)  should  cut  the  figure 
to  $5,000  a  day.  Estimates  of  the 
number  of  scanners  needed  (at  top 
price  of  $15,000)  is  around  10,000, 
or  an  absolute  top  of  $150  million 
worth  of  business  for  Sylvania  be- 
cause of  its  electronics  knowhow. 
A  more  realistic  estimate  is  under 
$100  million,  not  bad  for  Sylvania's 
first  contract  in  rail  equipment. 


.^.y' 


We  try  to  handle  other  peopTe^  business 
like  our  own. 

We've  doubled  ours  in  3  years. 
And  it  starts  right  here. 


We'll  tell  you  all  about 


V  ;  •  Aleiandria  •  Asbury  Park  •  Beverly  Hills  •  Boston  •  Chicago  •  Denver  •  Detroit  •  Los  Angeles  •  Newark  •  Oakland  •  San  Francisco  •  San  Jose  •  Silver  Spring 
T.  s  River  •  Washington,  D.C.  •  Honolulu  •  Paris    F.  P.  Ristine  Division  Offices:  Doylestown  •  Elizabeth  •  Philadelphia  •  Red  Bank  •  Ridgevirood  •  Westfield 


M^DonnellfiCo 

ESIABLISHEO  1905  ^^  INCORPORATED 

INembers  New  Yeric  Slock  Exchange  and  other  principal  exchanges 
In  New  York:  120  Broadway 


Drinks 

Thirsty  Americans  last  year  cor)sumed  $10  billion  worth  of  pop,  beer  and  hard 
liquor.  That  made  drinks  a  great  business,  but  for  all  that,  a  highly  uneven  one. 


The  year  just  finished  wasn't  an 
ideal  one  for  the  giant  companies  that 
cater  to  American  thirst.  The  summer 
was  chilly  and  rainy  and  thus  easy  on 
thirst.  The  $2.8-biliion  (wholesale) 
beer  industry  grew  a  sub-par  3%,  just 
about  keeping  up  with  the  growth  of 
the  beer-drinking  age  groups.  The  $3.2- 
billion  (wholesale)  soft-drink  busi- 
ness did  a  little  better;  its  sales  grew 
about  5%,  but  this  was  still  a  couple 
of  points  below  the  average  growth 
rate  of  recent  years. 

But  to  the  well-managed  companies 
in  both  industries,  the  weather  was  a 
challenge,  not  an  obstacle.  In  all  the 
Yardstick  figures  the  Coca-Cola  Co. 
outperformed  its  bitter  rival,  PepsiCo 
Inc.  Coke  also  passed  the  $1 -billion 
sales  mark,  and  showed  a  return 
on  capital  that  was  among  the  best 
(a  five-year  average  of  24.5%)  for 
any  billion-dollar  company. 

PepsiCo  blamed  the  weather  for  its 
7%  earnings  decline  in  the  third  quar- 
ter. But  Coke,  with  a  13%  gain  in  the 
same  period,  didn't  have  to  offer  alibis 
at  all.  Still  supreme  both  at  home  and 
abroad.  Coke  was  clearly  riding  an- 
other winner  in  Fresca.  Its  citrus- 
tasting  sugar-free  drink  has  come  from 
nothing  to  capture  over  $100  million 
worth  of  sales  at  wholesale.  Fresca 
was  hurting  Pepsi.  It  was  cutting  into 
the   sales   of   Diet-Pepsi,   which,   pre- 


After  a  quick  surge  in  the  early  Sixties, 
growtli  has  slowed  considerably  in  the 
diet  drink  market.  And  Royal  Crown, 
which  dominated  the  early  scene  on  the 
strength  of  its  Diet-  rite,  has  been 
knocked  out  of  the  lead  by  the  strong 
showing  of  Coca  Cola's  Fresca, 


Coca  Cola 
(Fresca) 


Fresca,    had    been    the    hottest    item 
among  the  waistline-watching  set. 

As  Coke  led  the  field  in  soft  drinks, 
so  did  Anheuser-Busch  in  beer.  Over 
the  past  ten  years,  its  Budweiser  and 
other  brews  have  grown  from  about 
7%  of  the  market  to  13.6%.  The 
Yardsticks  do  not  fully  reflect  A-B's 
fine  performance.  Because  Pabst  made 


a  major  merger  (with  Blatz)  and  came 
■back  from  near  disaster,  its  Growth 
showing  looks  better  than  A-B's.  Fur- 
thermore, A-B's  energetic  spending  to 
push  its  Bud,  Michelob  and  Busch 
Bavarian  beers  into  new  markets  and 
its  expanding  diversification  in  corn 
refining  have  penalized  reported  earn- 
ings. But  A-B  has  a  powerful  distri- 
bution network  and  whipsmart  mar- 
keting. Last  year  its  share  of  market 
was  one  and  a  half  times  as  great  as 
Pabst's.  Moreover,  Pabst  has  a  real 
problem  in  the  Justice  Department's 
suit  to  force  it  to  divest  itself  of  the 
Blatz  business,  which  contributed  sig- 
nificantly to  sales  and  earnings. 

Coming  Back? 

Schlitz,  until  1957  No.  One  in 
beer,  took  its  lumps  last  year.  It  ap- 
parently lost  second  spot  to  Pabst  in 
sales  volume  and  remained  in  third 
spot  in  all  three  Yardsticks.  President 
Robert  A.  Uihlein  Jr.,  whose  family 
controls  the  big  Milwaukee  brewer, 
insists  that  his  company  is  on  the  road 
back.  Expansion  moves  into  Spain  and 
Puerto  Rico  have  been  costing  the 
company  earnings.  "When  these  things 
turn  profitable  in  1970-71,"  Uihlein 
said,  "then  we'll  have  it  the  other 
way."  That  remains  to  be  seen,  for 
there  is  no  question  but  that  Schlitz 
has  lost  ground  in  recent  years.  But, 


(Companies 

are  listed 

in  each  group  in  order  of  their  performance  through  the 

latest  available  12  months.) 

GROWTH 

PROFITABILITY 

TREND 

(5-year  compounded  rate) 

(5-year  average) 

(latest  12  months  vs.  2-yea 

r  average) 

Sales 
BREiVERS 

Earnings 

Group 
Rank- 
ing 

Return       Return 

on              on 
Equity       Capital 

Oper. 
Profit 
Margin 

Group 
Rank- 
ing 

Earnings 
Gain 

Net 

Profit 

Margin' 

Group 
Rank- 
ing 

Pabst                            10.0% 
Anheuser-Busch              10.0 
Jos.  Schlitz                      7.8 

DISTILLERS 

19.9% 

15.8 

12.5 

1 
2 
3 

Pabst                   13.1%     11.8% 
Anheuser-Busch    13.3        11.0 
Jos.  Schlitz            9.9         9.9 

16.3% 

14.6 

14.5 

1 
2 
3 

Anheuser-Busch              14.1% 
Pabst                           18.8 
Jos.  Schlitz                     6.1 

0.6 

0.3 

-0.2 

1 

1 
2 

Schenley                        5.7 
Dist.  Corp.-Seagrams         7.1 
Hiram  Walker                  4.8 

SOFT  DRINKS 

23.8 
7.9 
7.9 

1 
2 
3 

Hiram  Walker        13.1        13.1 
Dist.  Corp.-Seag.     8.3         7.1 
Schenley                6.3         5.4 

32.6 
21.5 
17.9 

1 
2 
3 

Hiram  Walker                 12.3 
Schenley                         9.8 
Dist.  Corp.-Seagrams        9.6 

0.3 

t 
-0.1 

1 
2 
3 

Coca-Cola                     10.9 
PepsiCo                         27.1 

15.0 
9.7 

1 
2 

Coca-Cola             24.5        24.5 
PepsiCo               21.4        18.8 

20.6 
16.0 

1 
2 

Coca-Cola                     19.1 
PepsiCo                          8.5 

0.7 

-0.4 

1 
2 

INDUSTRY   MEDIAN              8.6 

13.8 

INDUSTRY  MED.        13.1           11.4 

17.1 

INDUSTRY   MEDIAN             11.1 

B.2 

'Gain  or  loss  in  percentage  points. 

fNo  change. 
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Everything  from  soup  to  nuts 
grows  in  the  Garden  State. 


If  IfS  not  made  in  New 
Jersey,  chances  are  it"s  not 
made  anywhere.  In  fact,  145 
of  the  148  manufacturing 
classifications  in  the  United 
States  are  represented  in 
New  Jersey. 


We're  first  in  chemicals  and 
pharmaceuticals;  third  in 
rubber  and  plastics;  fifth  in 
electrical  machinery, 
petroleum  and  related 
industries;  sixth  in  food 
processing,  stone,  clay,  glass, 
paper,  instruments  and 
allied  products;  and  seventh 
in  fabricated  metal  products, 
printing  and  publishing. 

To  put  it  another  way,  86  of 
America's  largest  industrial 
firms  have  operations  in 
New  Jersey  as  well  as  more 
than  15,000  smaller  plants. 


What  we're  trying  to  say  is 
that  New  Jersey  is  diversified. 
Vive  la  difference. 

Our  industrial  diversification 
provides  a  broad,  economic 
base  and  a  future  that 
guarantees  New  Jersey 
continued  strength,  stability 
and  progress  . . .  and  more. 
It  provides  you  with  markets 
within  the  state  and  an  all- 
important  source  of  supply 
nearby  to  meet  your  needs. 


Of  course,  the  benefits  of 
diversification  extend  well 
past  business  hours. 
New  Jersey  is  as  varied 
geographically,  residentially 
and  recreationally  as  it  is 
industrially.  The  complete 
story  of  the  Garden  State  is 
an  exciting  one,  and  it's  well 
told  in  our  big,  new,  colorful 

booklet,  NEW  JERSEY LAND 

OF  AMAZING  ADVANTAGES. 

For  your  free  copy,  write  to 
Public  Service  Electric  and 
Gas  Company,  Box  YE,  80 
Park  Place,  Newark,  New 
Jersey  07101. 


Public  Service  Electric 
and  Gas  Company^ 
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after  divestiture  of  some  acquisitions, 
it  is  now  using  its  cash  to  expand  in- 
ternally. A  $45-million  brewery  in 
Winston-Salem,  N.C.  is  the  first  step. 

In  the  $6.2-billion  (wholesale,  in- 
cluding excise  taxes)  hard  liquor  busi- 
ness. Hiram  Walker-Gooderham  & 
Worts  Ltd.  was  third  in  sales  growth 
on  the  Yardsticks,  but  still  the  leader 
in  Profitability.  Walker's  strength  lies 
chiefly  in  a  single  brand,  quality- 
image,  high-priced  Canadian  Club 
whiskey.  Last  year  a  7%  earnings 
gain  on  a  4.4%  sales  advance  pre- 
served Hiram  Walker's  preeminence 
in  Profitability  while  bringing  it  the 
lead  in  Trend. 

Distillers  Corp.-Seagrams  Ltd.  is  the 
largest  distiller.  But  it  is  an  across-the- 
board  liquor  company,  and  such  pow- 
erful properties  as  Seagram's  V.O.,  Ca- 
nadian and  7  Crown  blended  whiskeys 
tend  to  be  diluted  by  weaker  brands. 
Joseph  E.  Seagram  &  Sons,  U.S.  arm 
of  Canada-based  Distillers  Corp.-Sea- 
grams and  aggressively  managed  by 
Edgar  Bronfman,  has  also  spent  heav- 
ily to  promote  new  brands:  100  Pipers 
Scotch,  a  line  of  bottled  cocktails  and 
a  new  gin.  This  kind  of  merchandising 
costs  money  and  the  results,  if  any, 
take  time  to  show  up  on  the  profit 
statement.  Nor  have  Seagrams'  big 
Texas  Pacific  oil  properties  yet  con- 
tributed much   to  profits. 

It  is  the  way  of  the  liquor  business 
that  smaller  companies,  with  relatively 
few  products,  make  the  best  profit: 
For  instance,  Brown-Forman,  the 
Kentucky  bourbon  producers,  or  Heu- 
blein.  Inc.  with  its  Smirnoff  vodka  or 
the  small  importers  of  Scotch  whiskies, 
such  as  Buckingham  (Cutty  Sark)  and 
Paddington  Corp.  (J&B). 

The  Big  Question 

Schenley  Industries,  No.  Two  in 
size,  showed  up  first  in  Growth  last 
year.  Back  in  1962  Schenley  barely 
covered  its  dividend.  Since  then  it  has 
staged  a  comeback,  helped  greatly  by 
its  52.7%  interest  in  importer  Bucking- 
ham Corp.  (The  Justice  Department 
is  suing  to  force  Schenley  to  divest  its 
Buckingham  interest.) 

Schenley's  founder,  longtime  boss 
and  major  (controller  of  29.5%) 
stockholder  Lewis  Rosenstiel,  is  now 
76.  and.  not  surprisingly,  Schenley  has 
been  the  subject  of  much  merger  talk. 
Last  year  American  Tobacco  sought 
to  buy  Buckingham  Corp.  from  Schen- 
ley. and  there  has  been  on-again.  oft- 
again  dickering  with  both  Lorillard 
and  Glen  Alden  Corp.  Other  rumors 
had  it  that  Schenley's  extremely  val- 
uable properties  would  be  sold  off 
piece  by  piece.  But  the  obvious  con- 
clusion is  that  Rosenstiel  has  not  yet 
made  up  his  mind  on  the  big  ques- 
tion— after  Rosentiel.  what?   ■ 
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A  COMEBACK  FOR  DEMON  RUM? 


tV  OTta   DUUK    U/     I  I.      ift-lurnc. 


[By  permission  of  Rct.  H.  T.  ChecTcr.  Worcexer.  Man  ] 

yOTE  for  LICENSE  says:    "CUT  THAT  ROPE!' 


The  old  term  for  a  fellow  who 
drinks  too  much,  "rumpot,"  isn't 
much  used  these  days.  Rum  com- 
prises less  than  3%  of  the  liquor 
sold  in  the  U.S.,  way  behind  whis- 
key (66%),  gin  (11%),  vodka 
(11%)  and  trailing  even  brandy 
(over  3%).  The  fact  is  that  there 
are  more  rum  drinkers  around  ev- 
ery year,  its  still-low  consumption 
having  grown  by  better  than  20% 
last  year  and  9%  the  year  before. 
The  liquor  industry  is  wondering 
whether  it  may  have  a  possible  new 
growth  market  like  the  light  gin 
and  vodka  waves  of  the  postwar 
period.  Said  Executive  Vice  Presi- 
dent Jack  Yogman  of  Seagrams' 
U.S.  subsidiary:  "We're  watching 
rum  closely."  He's  watching  closely 
because  Seagrams  and  its  big  rival, 
Schenley,  weren't  watching  closely 
enough  in  the  mid-Fifties  when 
vodka  came  out  of  nowhere  to 
capture  7%  of  the  U.S.  hard  liquor 
market.  As  a  result,  a  small  inde- 
pendent, Heublein,  Inc.,  which  was 
watching  got  the  hon's  share  of 
this  lucrative  new  market. 

Our  hardy  New  England  fore- 
bears, who  consumed  about  a  quart 
a  day  of  strong,  dark  rum,  would 
not  recognize  the  product  that  is 
growing  20%  a  year  in  the  market- 
place today.  Like  gin  and  vodka 
before  it,  the  "'new"  rum  is  light, 
white,  smooth  and  mixable  with 
virtually  anything. 

Bacardi,  an  independent  firm  of 
Cuban  origin,  is  the  world's  largest 
rum  maker.  Bacardi  even  proposes 
a  rum  martini  in  an  effort  to  dispel 
the  notion  that  rum  is  sweet,  for 
that  has  been  part  of  rum's  problem. 
It  has  been  thought  of  as  a  sweet 
drink,  a  woman's  drink,  a  dark 
musty  drink.  Worst  of  all,  during 
and  after  World  War  II  rum  picked 


up  a  reputation  as  just  bad  liquor. 
Profiteers  during  the  war  had 
cooked  up  cheap  rum  in  the  Carib- 
bean, then  sold  it  in  the  U.S.  in 
a  kind  of  forced  bargain:  If  the 
consumer  wanted  a  bottle  of  hard- 
to-get  Scotch  whisky,  he  had  to 
buy  some  of  the  cheaply  made  (but 
profitable)   rum. 

Since  that  alienation  of  the  pub- 
lic, rum  sales  remained  at  a  low 
level,  while  anything  that  could  be 
called  "light"  and/ or  "dry"  shot  up 
in  sales.  But  rum  had  some  latent 
strengths.  Women  were  drinking 
more,  women  liked  daiquiris  (a 
mix  of  lime  juice,  sugar  and  rum), 
and  the  Bacardi  family  felt  the  need 
to  expand  the  business.  In  the  U.S. 
last  year  Bacardi  accounted  for  1.7 
million  of  the  slightly  more  than  2 
million  cases  of  rum  sold.  This  was 
a  pale  market  beside  the  almost  12- 
million-case  vodka  sales,  but  the 
Bacardi  folk  were  spending  $1.5 
million  on  advertising  to  try  to 
expand  it. 

And.  of  course,  lucky  breaks 
never  hurt.  Rum  got  such  breaks 
when  fictional  hero  James  Bond  or- 
dered Bacardi  daiquiris  in  the 
Caribbean  and.  even  better,  when 
one  of  the  countless  items  printed 
about  the  late  President  John  Ken- 
nedy noted  that  he  liked  a  daiquiri 
before  dinner.  Sure  enough,  rum 
sales  spurted  in  1962. 

Since  it  is  generally  favored  by 
the  ladies,  rum  will  probably  never 
be  sold  as  the  strong,  dark  spirit 
that  fired  those  heroes  who  threw 
the  tea  into  Boston  harbor  or  gave 
prebattle  courage  to  other  school- 
book  figures  like  Ethan  Allen  and 
the  Green  Mountain  Boys.  But 
then,  the  American  market  doesn't 
take  its  vodka  the  way  Cossacks  on 
the  Siberian  steppes  do  either. 

FORBES,  JANUARY  1,  1968 


I 


Ex-Cell-O  Contour  Projectors  also 
optically  inspect  printed  circuitry  for 
computers  and  sewing  needles  for  textile 
mills.  Write  for  our  corporate  brochure 
"Capabilities  in  Mass  Precision." 
ExCell-O  Corporation,  Box  386, 
Detroit,  Michigan  48232. 


We're  the 

inspector  general 

oftoyland. 

Toy  makers  use  our  optical  inspection  equipment  to  visually  pinpoint  faulty  parts.  It's 
fast,  accurate  and  saves  on  costly  returns.  We  also  make  dozens  of  other  mechanical 
and  electronic  gages  that  are  in  demand  wherever  there's  a  need  for  extremely 
close  tolerances  on  a  "mass  precision"  scale.  But  our  game  is  more  than  just 
inspection.  You'll  find  us  threading  helicopter  blades,  packaging  pickled  mush- 

^^^  -    — -^1  rooms  and  building  memory  systems  that  dazzle  the 
^\x  I     ^\      imagination.  Whenever  you  think  of  Ex-Cell-O, 
Lj^^*     ^^      think  of  business  as  a  whole. 
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EX-CELL-O  CORPORATION 
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Manaeerials  with 

Individual  Incomes 

of  $10,000  &  Over 


FORBES 

Fortune 
Business  Week 
Time 

U.S.  News 
Newsweel< 
U.S.  Total 


66.4% 
62.6 
59.2 
47.1 
43.9 
43.4 
35.7 
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Professional- 

Managerials 

with 

Individual  Incomes 

of  $25,000  &  Over 

FORBES 

13.8% 

Fortune 

13.8 

Business  Week 

11.4 

Time 

7.7 

U.S.  News 

7.1 

Newsweek 

6.5 

U.S.  Total 

3.8 

Adults  Who  Are  Men 

with  Household 

Incomes  of  $10,000 

&  Over 


FORBES 

Fortune 
Business  Week 
U.S.  News 
Time 

Newsweek 
U.S.  Total 


48.3% 
47.8 
43.6 
31.2 
28.0 
27.8 
12.8 


Adults  Who  Are 
College-Graduated 
Household  Heads 


FORBES 

Fortune 
Business  Week 
U.S.  News 
Time 

Newsweek 
U.S.  Total 


40.0% 

37.1 
27.0 
22.2 
20.3 
18.7 
6.5 


Adults  Who  Are 
In-Home  Readers 


Time 
FORBES 

U.S.  News 
Newsweek 
Fortune 


65.7% 
60.7 
58.5 
55.0 
47.6 


Business  Week  39.1 
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Adults  Who  Are 
Household  Heads>| 

Owning  Homes  [ 

Valued  at  $30,00(j 

&  Over 


FORBES 

Fortune 
Business  Week 
U.S.  News 
Time 

Newsweek 
U.S.  Total 


16.6°. 

14.7  I 
12.x 
8.8 
7.5 
6.8 
2.8 


24  REASONS 

why  FORBES  continues  to  gain 

advertising  pages  and  advertising  revenue 

at  a  faster  rate  than  Business  Week, 

Fortune, U.S.  News,  Newsweek  and  Time 


Parcentages  based  on  each  magazine's  own  audlanc 


Adults  Owning 

a  Currently 
Valid  Passport 


Fortune 

FORBES 

U.S.  News 
Time 

Business  WeeK 
Newsweek 
U.S.  Total 


16.3% 

13.5 
8.2 

7.4 
7.3 
6.7 
3.1 


Adults  Taking 

Domestic  Air  Trip 

for  Business 

in  Past  Year 


FORBES 

Fortune 
Business  Week 
US.  News 
Time 

Newsweek 
U.S.  Total 


23  2'/c 

19.1 
17.2 
12.0 
11.3 

9.3 

4.2 


Colw'i 
Qrowina 

Fmiy 


-SI 

mm 

Adults  Visiting 

Bermuda 

or 

Caribbean 

in 

Past  Five  Years 

TOI?3ES 

10.5% 

Fortune 

7.2 

BusinessWeek 

5.7 

Time 

3.9 

U.S.  News 

3.5 

Newsweek 

3.1 

U.S.  Total 

2.1 

Forbes 


1967 
Mutual 

Fund 
Ratings 


Adults  Using 

Whiskey  in  Home 

in  Past  Month 


FORBES 

Fortune 
Business  Week 
Time 

Newsweek 
U.S.  News 
U.S.  Total 


57.2% 

54.4 
49.9 
47.5 
44.0 
43.0 
32.0 


Adults  Using 

Bourbon  in  Home 

in  Past  Month 


FORBES 

Fortune 
Business  Week 
Time 

U.S.  News 
Newsweek 
U.S.  Total 


36.9% 

28.3 
27.1 
25.3 
24.3 
19.7 
14.5 
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Adults  Using 
Cordials  or  Liqueui 
in  Home 
in  Past  Month 


FORBES 

Fortune 
Time 

Business  Week 
U.S.  News 
Newsweek 
us.  Total 


18.4< 

17.0 
12.9 
12.1 
10.4 
10.0 
6.0 


R)RBES 


-jults  with  One  or 

More  Sources  of 

NonEmployment 

Income 


FORBES 

lUSiness  Week 

.S.  News 
ortune 

ime 

lewjweeH 
:r  S  Total 


76.5° 

708 
690 
68  7 
62  3 
60.8 
55.4 


i^RBES 


Adults  Receiving 

Income  from  Stocks 

and/or  Bonds 


FORBES 

fortune 
Business  Week 
US  News 
Time 

Newsweek 
US.  Total 


64.4% 
52  5 
36.6 
34  9 
29.4 
238 
14.4 


Forbes 


Adults  Who  Bought 
Stocks  or  Bonds 
in  Past  Two  Years 


FORBES 

Fortune 
Business  Week 
US.  News 
Time 

Newsweek 
US.  Total 


55.4% 

41.9 

38.4 

34.9 

34.6 

30.9 

19.5 


Forbes 

Adults  Ow 

ning 

$20,000  &  Over 

in  Stocks  or 

Bonds 

FORBES 

25.3% 

Fortune 

12.7 

Business  Week 

8.7 

U.S.  News 

8.4 

Time 

7.1 

Newsweek 

5.3 

U.S.  Total 

2.4 

Adults  Receiving 
Income  from 
Real  Estate 

and/or  Insurance 

FORBES         30.3% 
Business  Week   27.8 
U.S.  News 


Fortune 
Time 

Newsweek 
U.S.  Total 


25.8 
25,4 
19.8 
19.2 
13.1 


Adults  Receiving 

Income  from 

Savings  Account 

Interest 


FORBES 

Fortune 
Business  Week 
U.S.  News 
Time 

Newsweek 
U.S.  Total 


63.1% 
53.2 
51.6 
50.2 
43.6 
40.5 
27.8 


FORBES  Magazine 
readers  don't  just  own 
American  Business. 
They  run  it. 
Forbes:  capitalist  tool 


Data  Source:  W.  R.  Simmons  &  Associates  Research.  Inc."  Selective  Markets  and  the  Media  Reaching  Them"  ©  1  96 
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Adults  Owning 

One  or  More  Cars 

Bought  New 


WtBES  78.5% 

'ortune  68.3 
iBiness  Week  62.4 

Inte  62.1 

I.S.  News  61.7 

lewsweek  60.3 

».S.  Total  45.9 
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Adults  Who  Own 

Auto  Rental  Card 

FORBES            8.7% 

Fortune                8.0 

Business  Week     7.7 

U.S.  News             3.5 

Newsweek           3.4 

Time                      3,1 

U.S.  Total              1.3 

Forbes        Forbes 


Adults  Owning 
$50,000  or  More 
of  Life  Insurance 


FORBES 

Fortune 
Business  Week 
U.S.  News 
Time 

Newsweek 
U.S.  Total 


20.5% 

18.1 
13.7 
10.6 

8.0 

6.5 

2.4 


Adults  Who  Are 

Men  Residing  in 

Metropolitan  Areas 


FORBES         14.9% 

Business  Week    14.4 
Fortune 


US.  News 
Time 

Newsweek 
U.S.  Total 


13.6 
12.7 
10.9 
10.3 
4.5 


Adults  Who 

Currently  Belong  to 

Business  Clubs 


FORBES 

Fortune 
Business  Week 
U.S.  News 
Time 

Newsweek 
U.S.  Total 


21.0% 

20.3 
16.6 
11.5 

7.8 

7.7 

4.3 
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Adults  Who 

Currently  Belong 

to  Country  Clubs 

with  Golf  Course 

FORBES 

15.0% 

Fortune 

12.4 

Business  Week 

8.6 

U.S.  News 

7.1 

Time 

5.8 

Newsweek 

5.1 

U.S.  Total 

2.1 

REVERE  ALUMINUM!  THE 
SHAPE  OF  TOMORROW 


It's  for  tomorrow  that  Revere  is  planning  and  building 
today.  Completing  one  of  the  most  modem  aluminum 
rolling  mills  in  the  world  at  Scottsboro,  Alabama,  at  a 
cost  of  $60,000,000  .  .  .  producing  20  percent  more 
metal  at  its  Ormet  facility,  Hannibal,  Ohio  .  .  .  pro- 
viding more  and  better  foil  products  at  its  expanded 
plant  in  Newport,  Arkansas  .  .  .  planning  an  initial 
220,000-ton-a-year  alumina  plant  in  Jamaica,  W.I., 
with  future  expansion  to  660,000  tons  .  .  .  reduction 


facilities  in  the  United  States  to  complete  the  alumina 
steps  ...  a  total  program  that  encompasses  Revere's 
future  needs  from  mine  to  finished  product. 

This  is  how  Revere  today  is  planning  for  tomorrow, 
shaping  tomorrow  ...  in  aluminum  as  well  as  in  its 
long-established  position  of  leadership  in  copper  and 
brass.  Revere  Copper  and  Brass  Incorporated,  Found- 
ed by  Paul  Revere  in  1801,  230  Park  Avenue,  New 
York,  N.  Y.  10017. 


ROBERT  M   ENGMAN  •  CONSTRUCTION.  1965  •  Enameled  Aluminum  Plale  •  30vr  high  •  Commissioned  by  Revere  Copper  and  Brass  Incorporated 


Tractors  and  Farm  Equipment 

Short-term  prospects:  tarriished.  Long-term:  glittering. 


S.MD  William  A.  Hewitt,  chairman 
of  Deere  &  Co.,  the  largest  U.S.  pro- 
ducer of  agricultural  equipment  (sales 
in  the  fiscal  year  ended  last  Oct.  31: 
just  over  $1  billion),  "We  anticipate 
more  uncertainties  and  crosscurrents 
than  usual  in  1968." 

The  fact  is  that  1967  had  been  bad 
enough,  coming  as  it  did  on  the  heels 
of  the  biggest  and  best  year  in  the 
farm  equipment  industry's  history.  But 
in  a  sense,  the  industry's  troubles  were 
merely  relative.  Industry  sales,  which 
had  increased  by  a  resounding  16% 
in  1966,  were  up  only  3%.  It  was 
still  a  gain,  however,  and  fairly  im- 
pressive considering  the  problems. 
First,  there  was  the  lat;  spring  in 
the  Midwest  and  the  drought  in  the 
Plains  states.  Overseas,  where  the 
farm  machinery  companies  have  ma- 
jor operations,  there  were  further  trou- 
bles: austerity  and  devaluation  in 
Britain;  a  recession  in  France  and 
Germany;  currency  devaluations  in 
Argentina  and  Brazil. 

But  sales  gains  of  such  modest  pro- 
portions were  not  enough  to  o'lset  the 
industry's  rising  costs.  Profit  margins 
narrowed  and  earnings  contracted  ac- 
cordingly, sharply  for  Massey-Forgu- 
son.  moderately  for  Deere  &  Co.  (see 
Trend  Yurdsiicks)  and  steeply  for  J.I. 
Case,  which  earned  only  $3.3  million 
in  fiscal  1967  vs.  $17.3  million  in 
1966. 

In  1967,  as  in  most  years,  Deere  & 
Co.  turned  in  the  best  performance 
of  any  major  company  in  the  industry. 
Dependent  on  the  relatively  stable 
but  fast-growing  U.S.  market  for  the 
bulk  (87%)  of  its  sales  and  profits, 
and  blessed  with  the  economies  of 
truly   volume   production   in   its  basic 


tractor  lines.  Deere  has  easily  out- 
paced Massey-Ferguson  not  only  in 
Return  on  Capital  but  in  Growth  as 
well  (see  Yardsticks). 

Problems  Abroad 

Last  year  Deere's  earnings  were  off 
some  26%  from  1966's  $5.46  a  share, 
on  a  1.2%  gain  in  sales.  Primarily 
responsible  were  start-up  costs,  espe- 
cially in  Deere's  German  plant  at 
Mannheim,  plus  the  fact  that  Deere 
had  cut  back  U.S.  production  to  bring 
inventories  in  line  with  demand. 

Said  Deere's  President  Ellwood  F. 
Curtis:  "We  do  expect  a  modest  im- 
provement overseas  in  1968,  at  least 
in  Germany  [where  the  operation  has 
been  made  a  wholly  owned  subsidiary, 
which  means  that  its  losses — if  any — 
will  be  deductible  from  U.S.  income). 
But  in  the  U.S.,  although  farm  cash 
receipts  are  expected  to  be  up  some 
2%.  the  acreage-reduction  program 
will  be  a  depressing  influence.  Wheat 
prices  are  down  and  the  farmers  are 
unhappy,  so  they'll  be  careful  about 
buying  equipment  next  year." 

Deere's  situation  was  common  to 
the  industry.  International  Harvester, 
which  has  its  major  business  in  trucks 
but  is  also  the  world's  largest  manu- 
facturer of  agricultural  equipment  and 
the  second-largest  in  the  U.S.,  saw  its 
sales  fall  some  2%  to  $2.53  billion. 
(I-H's  fiscal  year  also  ends  on  Oct. 
31.).  Earnings  were  off  22%  to  $3  a 
share.  Allis-Chalmers'  sales  were  off 
1%  to  an  estimated  $845  million, 
while  per-share  earnings  were  around 
$1,  down  62%  from  $2.65.  The  drop 
here  was  not  due  to  any  drop  in  farm 
sales  but  to  electrical  equipment. 

Albert  A.  Thornbrough,  president  of 


Massey-Ferguson,  which  has  estab- 
lished a  major  position  for  itself  in  the 
fast-growing  but  otherwise  treacher- 
ous international  market,  was  keep- 
ing a  stiff  upper  lip  (as  befits  the  presi- 
dent of  a  Toronto-based  compi^ny) 
but  total  sales  for  the  fiscal  year  ended 
Oct.  31  were  down  2.4%  to  $910  mil- 
lion while  per-share  earnings  fell  43% 
to  $1.55  a  share.  Profits  were  an  esti- 
mated $28  million  compared  with 
1966's  $45  million,  and  the  company 
dropped  from  second  place  last  year  to 
fourth  in  both  Growth  and  Profit- 
ability on  the  Yardsticks. 

"During  the  third  quarter,"  Thorn- 
brough explained,  "there  was  a  definite 
softening  of  demand  in  the  markets  in 
North  America  and  in  Europe.  In 
France,  the  prospective  tax  on  value 
added  has  created  considerable  con- 
fusion and  is  delaying  sales.  In 
Germany,  which  has  been  suffering  a 
recession  for  some  months,  the  pros- 
pective tax  on  value  added,  to'^  ther 
with  uncertainties  about  the  agricultur- 
al policies  of  the  Common  Market, 
have  resulted  in  highly  competitive  and 
chaotic  pricing.  Sales  in  Australia  and 
South  Africa  reflect  the  more  favor- 
able   climatic    conditions," 

Problems  at  Home 

J.I.  Case's  Chairman  Merritt  D. 
Hill  was  still  attempting  to  get  his 
struggling  company  into  a  more  fa- 
vorable position.  Case's  spectacular 
sales  gains  over  the  five  years  1962-66, 
the  best  in  the  industry  (see  Yard- 
sticks), suggest  just  how  far  Hill  has 
come  in  reestablishing  the  company's 
market.  But  it  is  an  uphill  battle. 
Saddled  with  the  heaviest  debt  load  in 
the  industry,  Case  suffers  from  all  the 


YARDSTICKS  OF  PERFORMANCE:  Tractors  &  Farm  Equipment 


(Companies  are  listed  in  each  group  in  order  of  their  performance  through  the  latest  available  12  months.) 


GROWTH 

(5-year  compounded  rate) 


Caterpillar  Tractor 
Deere** 
J.I.  Case 
Massey-Ferguson** 

INDUSTRY   MEDIAN 


Sales 

12.5% 
13.1 
19.4 
8.6 
12.8 


Earnings 

Group 
Rank- 
ing 

13.1% 
7.6 
-  6.0 
2.2 

1 

2- 

3 

4 

4.9 

PROFITABILITY 

(5-year  average) 


Return 

on 
Equity 

Caterpillar  23.6% 

Deere  12.3 

Massey-Ferguson  12.1 

J.I.  Case  tt 

INDUSTRY  MED.      12.3 


Return  Oper.  Group 

on  Profit  Ranl(- 

Capital  Margin  ing 

19.4%  22.1%  ~l 

10.1  19.3  2 

9.7  10.7  3 

tt  tt 

10.1  19.3 


•Gain  or  loss  in  percentage  points,  flhree-year  average.  **Forbes  estimates.  ffFigures  not  comparable. 


TREND 

(latest  12  months  vs.  2-year  average) 


Earnings 
Gain 

-11.2% 
-19.1 
-39.1 
-86.3 

INDUSTRY   MEDIAN        —29.1 


Deere 

Caterpillar  Tractor 
Massey-Ferguson 
J.I.  Case 


Net      Group 
Profit    Rank- 
Margin*    ing 


-1.0 
-2.3 
-1.9 
-3.6 
—2.1 
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virtues  and  vices  of  leverage.  On  its 
deficit-shrunken  equity,  Case  is  able  to 
rack  up  an  impressive  but  not  very 
meaningful  return,  but  by  virtue  of 
that  same  leverage,  on  any  downturn 
in  operating  profits,  it  is  exposed  to  ap- 
palling declines  in  per-share  earnings. 
And  that  is  exactly  what  happened  last 
year  when  operation  and  other  costs 
rose  sharply.  Though  Case's  sales  were 
up  5.4%  over  1965-66's  $327  million, 
for  the  fiscal  year  ended  Oct.  31,  earn- 
ings were  off  a  good  89%.  During  the 
year,  Tenneco  Corp.  became  the  larg- 
est stockholder  by  virtue  of  the  mer- 
ger with  Kern  County  Land. 

White  Motor  Corp.,  the  nation's 
second-largest  producer  of  heavy-duty 
trucks,  got  some  25%  of  estimated 
1967  sales  of  close  to  $825  million 
from  its  farm  equipment  division.  A 
further,  though  smaller,  share  of  the 
market  was  held  by  Sperry  Rand 
(estimated  farm  sales,  over  $180  mil- 
lion) and  by  Avco. 

Other  Competition 

Competing  with  the  farm  machinery 
companies  only  marginally.  Caterpillar 
Tractor,  world's  biggest  maker  of 
earth-moving  equipment,  showed  a 
fiscal  profile  similar  to  the  farm  equip- 
ment makers  last  year.  On  sales  that 
held  about  level  at  $1.5  billion,  its 
earnings  dropped  some  15%  to  an 
estimated  $2.86  a  share.  While  the 
underlying  strength  of  Caterpillar's 
markets  kept  sales  up,  prices  were 
under  pressure  and  costs  rose.  In  other 
respects  Caterpillar  stands  head  and 
shoulders  above  the  other  companies 
in  the  farm  equipment  group.  By  vir- 
tue of  its  overwhelming  and  well-de- 
served dominance  of  the  construction 
equipment  market.  Caterpillar  is  able 
to  command  a  level  of  Profitability 
and  Growth  that  even  Deere  cannot 
match   {see  Yardsticks). 

For  Caterpillar,  the  big  develop- 
ment of  the  year  was  not  its  earnings 
decline — the  company  still  netted 
more  than  17%  on  stockholders'  equity 
— but  a  merger.  It  made  a  deal  to 
merge  with  the  $150-million  Chicago 
Pneumatic  Tool  Co.  (industrial  equip- 
ment) for  the  biggest  merger  in  Cat's 
history  and  a  significant  broadening  of 
its  product  line. 

Despite  the  fact  that  every  company 
in  this  group  showed  a  fairly  severe 
earnings  decline  last  year,  it  would  be 
foolish  to  hang  crepe  for  either  agri- 
cultural machinery  or  earth-moving 
equipment.  The  population  of  the 
world  is  expected  to  double  by  the  year 
2000.  Whatever  the  population  ex- 
plosion does  to  other  industries,  it  is 
certain  to  swell  the  services  of  these 
two.  In  the  sweep  of  things,  the  prob- 
lems of  1967  were  simply  growing 
pains.  ■ 


Packaging 

'You  gotta  have  a  gimmick." 


"Maybe  it  was  too  much  to  hope  for, 
that  we  could  set  another  new  record 
this  year,"  is  the  philosophical  way 
that  Leo  H.  Schoenhofen,  president 
of  Chicago's  Container  Corp.  of 
America,  one  of  the  U.S.'  savviest 
packaging  companies,  looks  at   1967. 

For  most  of  the  U.S.'  big  packag- 
ing companies  it  was  too  much  to 
hope  for.  In  1967,  packaging  demand 
didn't  decline,  but  it  flattened  out  in 
line  with  consumer  buying.  Compa- 
nies that  were  heavily  oriented  to- 
ward paper,  like  Container  Corp.  and 
Union  Camp,  were  particularly  vul- 
nerable to  the  pricing  and  capacity 
problems  that  almost  invariably  ac- 
company any  slackening  in  paper  de- 
mand. At  the  same  time,  prolonged 
strikes  cut  even  farther  into  Union 
Camp's  and  Container  Corp.'s  profits. 
The  slump  in  color-TV  sales  sent 
Owens-Illinois'  resurgent  profits  into  a 
tailspin.  (O-I  gets  5%  of  its  sales 
from  TV  bulbs  produced  by  its  Con- 
sumer and  Technical  Products  divi- 
sion.) On  top  of  all  this,  start-up  costs 
took  a  particularly  hard  toll  of  the 
profits  of  Union  Camp,  Container, 
American  Can  and  Owens-Illinois. 

Container  Corp.'s  nine-month  earn- 
ings were  off  6.4%  on  a  1%  gain  in 
sales.  Union  Camp's  fell  17%  on  a 
0.5%  loss  in  sales,  and  American 
Can's  fell  6.3%  on  a  3.3%  gain  in 
sales.  Despite  these  losses.  Container 
and  Canco  still  showed  gains  on  the 
Trend  Yardstick.  The  reason:  With 
1966  earnings  up  sharply  over  1965, 
the  two-year  average  ran  below  1967. 

The  record  was  not  unremittingly 
bleak.  Despite  these  hazards.  Crown 
Cork  &  Seal,  Continental  Can  and 
Diamond  International  managed  to 
raise  their  earnings  by  11.3%,  9.4% 
and  5%,  respectively. 

Diversify  or  Die! 

Packaging  has  been  a  real  growth 
industry — with  demand  growing  an 
average  of  5%  a  year.  But  this  fact 
has  not  produced  particularly  high 
profits.  As  the  Yardsticks  show,  the 
industry  has  shown  a  median  profit 
return  of  11.7%  on  equity,  9.1%  on 
capital  over  the  latest  five  years — a 
return  that  is  only  about  average  for 
all  industry.  This  has  been  one  of  the 
most  bitterly  competitive  climates  in 
all  of  U.S.  industry.  It  was  not  simply 
a  matter  of  one  company  competing 
with  another  for  the  same  customer, 


but  of"  one  material  competing  with 
another  as  well:  aluminum  against 
steel,  and  both  against  glass,  plastics 
and  paper. 

Confronted  with  such  a  situation, 
the  response  of  the  traditional  giants 
of  the  business — Continental  and 
American  Can  among  the  canmakers, 
Owens-Illinois  among  the  bottlers — 
was  to  diversify  into  other  materials. 
Owens-Illinois  moved  beyond  bottles 
and  jars  into  such  new  areas  as  cor- 
rugated boxes  and  plastic  bottles. 
American  branched  out  into  plastics, 
Dixie  cups,  a  broad  line  of  paper 
products  and  even  glass  containers. 
Continental  moved  into  paperboard 
and  plastics  and  finally  into  glass 
(through  the  acquisition  of  Hazel- 
Atlas,  the  U.S.'  No.  Three  bottlemak- 
er) .  But  diversification  was  not  enough. 
As  the  Yardsticks  reveal,  Owens-Illi- 
nois and  American  alike  have  aver- 
aged only  7.3%  on  their  total  capital. 
Continental  a  modestly  better  8.7%, 
and  all  three  are  well  below  the  aver- 
age of  U.S.  industry  at  large. 

The  best  brains  in  the  industry  are 
well  aware  of  their  shortcomings.  "We 
approached  our  customers  only  in 
terms  of  cans,  bottles,  plastics  and 
plastic  containers,  or  paperboard  pack- 
aging," explained  American  Can's 
Chairman  William  F.  May.  "Our  at- 
titude was  pitched  essentially  toward 
our  container.  Our  customer's  was 
pitched  toward  his  market.  When  we 
finally  started  talking  to  him  about 
what  he  wanted,  often  as  not  we  found 
that  it  was  something  very  diff^erent 
from  what  we  were  offering." 

As  a  consequence  of  this  attitude, 
the  three  giants  remained  essentially 
commodity  producers — producers,  that 
is,  of  volume  items  like  beer  bottles 
or  corrugated  boxes  that  required  rel- 
atively little  skill  to  produce,  com- 
manded a  relatively  low  price  in  the 
market  and  so  offered  an  easy  mar- 
ket for  competitors  to  enter.  Said 
Raymond  H.  Mulford,  O-I  president, 
"The  emphasis  was  very  heavily  on 
the  type  of  product  that  is  made  on  a 
piece  of  commercial  equipment  and 
that  anybody  can  duplicate." 

And  so,  though  diversification  may 
have  reduced  the  hazards  of  compe- 
tition from  other  materials,  it  did 
little  to  protect  O-I,  Continental  or 
American  from  the  competition  of 
other  producers.  For  example,  from 
the   big   integrated   paper   companies. 
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ANN  AND  TONY  W  GET  HREPIAGE  BEAUTY  AND  GOMfDRT 
WITH  GAS . .  .thanks  to  Texas  Eastera  6  Elizabethtowa  Gas 

vVhen  it's  cold  in  Kenilworth,  New  Jersey,  the  Vaz  family  basks  in  warmth  —  and  glamour  —  with  their 
emote  control  Gas  fireplace.  The  lifelike  Gas  log  gives  clean,  warm  air — no  messy  ashes,  soot, 
moke,  flying  sparks  or  dirty  walls  —  and  much  more  economical,  too.  More  and  more  new  homes 
oday,  modern  apartments,  too,  feature  the  appeal  of  natural  Gas  fireplaces  and  other  dependable  Gas 

lippliances.    For  year  'round  climate  conditioning, 

ji;ooking,  clothes  drying,  and  other  household 
asks,  Gas  makes  the  big  difference  .  .  .  costs 
ess,  too.  Ask  your  local  Gas  company. 


Texas  Eastern 

pipeliners  of  energy 
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TEXAS  EASTERN  TRANSMISSION  CORPORATION  —  Houston,  Texas 


NOT  PRODUCTION,  BUT  KNOWHOW 


■~\ 
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Until  a  few  years  ago  it  was 
virtually  axiomatic  in  the  paper  in- 
dustry that  nobody  made  any  mon- 
ey converting  paper  into  packaging. 
Nobody,  that  is,  except  Container 
Corp.  of  America,  which  over  the 
past  decade  has  never  earned  less 
than  11.4%  on  its  stockholders' 
equity. 

But  all  this  is  changing,  and 
changing  because  Container  Corp.'s 
competitors  have  been  adopting 
Container  Corp.'s  methods.  For  in- 
stance, when  Boise  Cascade  moved 
into  packaging  a  few  years  ago, 
Boise  President  Robert  V.  Hans- 
berger — a  management  trainee  un- 
der Container  Corp.'s  late  chair- 
man. Walter  Paepcke— promptly 
adopted  Container  Corp.'s  strategy. 
This  was  to  put  operations  on  a 
profit-center  basis  and  concentrate 
on  developing  packaging  ideas 
rather  than  grinding  out  commod- 
ities. What  Boise  Cascade  does, 
the  rest  of  the  paper  industry  is 
likely  as  not  at  least  to  try  sooner 
or  later. 

Container  Corp.'s  competition  is 
now  breathing  more  heavily  down 
Container  Corp.'s  neck.  Rather 
than    simply    wringing    his    hands, 


President  Leo  Schoenhofen  has 
slowly  been  enlarging  Container's 
concept  of  its  business.  Some  years 
ago.  for  instance,  it  moved  beyond 
paper  into  plastics  because  it  recog- 
nized the  value  of  being  able  to 
combine  various  kinds  of  materials 
for  different  packaging  jobs.  But 
these  days  Schoenhofen  talks  about 
expanding  Container's  operations 
beyond  packaging  entirely. 

Packaging  Plus 

"While  the  projected  growth  for 
our  existing  product  line  is  quite 
exciting  in  itself,"  he  says,  "we 
don't  intend  to  limit  ourselves  to 
internal  growth.  Nor  even  to  the 
field  of  packaging.  We  have  mo- 
mentum in  the  area  of  creating 
packages — we  feel  we  have  pretty 
well  established  our  leadership — 
and  I  believe  that  we  can  extend 
ourselves  into  other  areas  where 
our  capability  in  packaging  can  be 
utilized." 

Schoenhofen  refuses  to  suggest  in 
which  direction  Container  Corp. 
might  move.  But  he  claims  that  its 
expertise  extends  into  the  fields  of 
marketing,  distribution,  transpor- 
tation, engineering,  design,  and  the 


graphic  arts.  Which  gives  him 
pretty  wide  latitude.  Even  to  the 
point  of  becoming  a  kind  of  con- 
glomerate. There's  been  no  overt 
action  yet,  but  nobody  who  knows 
this  company  thinks  it  is  just  spin- 
ning dut  words. 

Diamond  International,  which 
began  as  a  lumber  and  match  com- 
pany anyway  and  which  has  already 
established  itself  in  packaging  and 
papermaking  machines,  is  talking  in 
a  similar  vein.  "The  general  trend 
is  definitely  toward  greater  diversi- 
fication," said  Diamond  Chairman 
William  H.  Walters,  " — into  paper- 
making,  printing,  and  machinery. 
We  look  forward  to  developing  in 
light  as  well  as  heavy  machinery. 
If  I  told  you  one  day  we  might  go 
into  juke  boxes  or  television,  I 
might  be  talking  off  the  top  of  my 
head.  But  don't  be  at  all  surprised 
if  we  do." 

Are  these  two  smart  packagers 
catching  conglomerate-fever?  Not 
really.  It's  simply  that  they  are 
aware  how  fast  the  barriers  between 
industries  are  breaking  down — and 
how  fast  the  real  business  of  busi- 
ness is  changing  from  production  to 
knowhow. 


which  all  too  often  ran  their  packag- 
ing operations,  not  to  make  money  in 
themselves,  but  to  produce  volume 
for  their  mills.  From  the  aluminum 
companies  that  in  their  eagerness  to 
develop  markets  moved  directly  into 
the  can  business  themselves.  And  even 
from  the  packaging  companies'  own 
customers  who  discovered  they  could 
sometimes  make  cans  themselves  as 
economically  as  they  could  buy  them 
outside. 

Even  Union  Camp,  the  U.S.'  larg- 
est  producer    of    paper    bags    and    a 


major  producer  of  corrugated  boxes, 
has  found  itself  painfully  exposed  to 
the  problems  of  commodity  produc- 
tion. For  years  now.  Union  Camp's 
President  Alexander  Calder  Jr.  has  at- 
tempted to  improve  Union  Camp's 
profit  results  by  moving  beyond  bags 
and  boxes  into  more  specialized  and 
higher-profit  products  like  school  sup- 
plies and  stationery.  So  far  he  has 
made  considerable  progress  in  reducing 
Union  Camp's  vulnerability.  Boxes  and 
bags  now  account  for  only  45%  of 
sales,  but  Union  Camp  still  ranks  low 


in   Growth    and    merely   average   for 
Profitability  on  the  Yardsticks. 

One  Way  Out 

As  the  U.S.'  second-largest  paper- 
board  producer.  Container  Corp. 
might  seem  to  be  at  least  as  vulner- 
able as  Union  Camp  and  its  more 
widely  diversified  competitors.  Yet  it 
is  not,  as  the  Yardsticks  show.  The 
reason  is  that  Container  Corp.  has 
vigorously  shunned  the  volume  mar- 
kets its  competitors  have  so  avidly 
pursued.    "Our    company    earns    its 


(Companies  are  listed  in  each  group  in  order  of  their  performance  through  the  latest  available  12  months.) 


GROWTH 

(5-year  compounded  rate) 


Sales 


Group 
Rank- 
Earnings     ing 


Crown  Cork  &  Seal 

Diamond  International  8.7 

Container  Corp.  6.2 

Continental  Can  3.4 

American  Can  3.9 

Union  Camp  6.7 

Owens-Illinois  Glass  8.0 

INDUSTRY  MEDIAN  6.7 

'Gain  or  loss  in  prcentage  points. 


9.8%      19.9%      1 


14.8 

11.4 

14.4 

8.1 

8.0 

4.7 

11.4 


2 
3 
3 
4 
4 
5 


PROFITABILITY 

(5-year  average) 


Diamond  Int'l 
Container  Corp. 
Crown  Cork 
Union  Camp 
Continental  Can 
American  Can 
Owens-Illinois 

INDUSTRY  MED. 


Return  Return  Oper.    Group 
on              on  Profit    Rank- 
Equity  Capital  Margin     ing 

15.0%  12.9%  15.8%  ~r 

14.0  11.4  17.1        2 

16.0  11.1  14.0       3 

11.5         9.1  20.0       4 

11.7         8.7  12.3        5 

10.4         7.3  12.9       6 

9.7         7.3  13.2        6 

11.7         9.1  14.0 


TREND 

(latest  12  months  vs.  2-year  average) 


Earnings 
Gain 


Net  Group 
Profit  Rank- 
Margin*    Ing 


Continental  Can 
Crown  Cork  &  Seal 
Diamond  International 
Container  Corp. 
American  Can 
Union  Camp 
Owens-Illinois 

INDUSTRY  MEDIAN 


16.5%  0.5 

15.3  0.1 

9.1  0.5 

6.2  -fl.l 
1.5  —0.3 

-  4.9  —0.8 

-22.6  —1.6 

6.2  -0.1 
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Perrygraf 
Slide-Charts 
Build  Sales 
and  Profits 
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Mead  Johnson 
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1. Makes  CITCO  Metalworkinij 
Data  Easy  to  Extract ! 

Condensation  of  drawers  full  of  com- 
plex handbooks  was  so  terrific 
CITCO  prospects  bought  10,000  at 
trade  show.  No  thumbing  throuph 
catalogs, no  pencil  and  paper  work... 
just  pull  the  slide  and  read  cutting 
rate... any  metal,  any  tool... And  a 
thousand  other  facts,  with  irrelevant 
data  screened  out.  Says  CITCO,  "A 
fantastic  design  job  by  Perrygraf 
...a  tremendous  sales  aid  for  us." 


"ll    -as 

• .-  ■<;•*  T      ■-. 

2  Injects  .Mead  .Johnson 
When  Drug  is  Prescribed ! 

Moving  the  slide  enables  physician 
to  distinguish  iron  deficiency  ane- 
mia from  other  types.  He  then  turns 
slidt'-chart  over  and  with  one  move 
of  slide  determines  the  precise  dos- 
age of  Mead  Johnson  "Fer-In-Sol" 
based  on  body  weight.  Gets  the  prod- 
uct injected  at  that  critical  "pre- 
scribing moment."  Says  Mead 
Johnson,  "This  aid  has  been  very 
well  received." 


•^'iiiNn 
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3  Leads  Designers  to  Specify 
Standard  IR  Components ! 

One  simple  setting  of  known  zener 
voltage  instantly  provides  user  with 
important  technical  data ...  specifies 
proper  voltage  regulator  and  selects 
standard  device  by  IR  catalog  num- 
ber. No  confusion,  no  mistakes,  no 
wasted  time.  Says  International 
Rectifier,  "Slide-Chart  which  we 
have  featured  in  our  ads  has  played 
a  significant  role  in  the  increa.sed 
sale  of  Standard  components." 


.4  Perrygraf  Slide-Chnrt  designed  especifdly  for  you  tvill 
select  equipment,  solve  an  engineering  problem,  tell  a 
salea  story.  Slide-Charts  are  so  related  to  the  need  for 
your  product,  they  have  terrific  appeal.  But  ONLY  for 
the  man  who  con  buy  your  product.  NO  WASTE  DIS- 
TRIBUTION: 


For  FREE  Slide-Chart  Analysis! 

Ju.st  dictate  a  letter  telling  us  wliat  you  want  your 
slide  chart  to  do,  liow  you  do  it  now,  who  will  use  it, 
and  liow  many  you  need.  Send  any  pertinent  form- 
ulae and  data.  We  will  immediately  write,  telling 
you  how  your  slide-chart  can  be  made  and  how  much 
it  will  cost!  Absolutely  no  obligation! 

If  you  want  a  quick  idea  of  what  can  be  done  and 

approximate  cost,  phone  7<s  collect!  (213)  ^77-:j501 


FREE!  "10  Tested  .Shortcuts 
that  Huild  Sales  and  Profits" 

Amazing  .36-page  book,  chock  full  of 
proven,  time-tested  case  histories,  from 
lipsticks  to  locomotives  and  everything 
in  between.  Learn  of  the  methods  used 
by  the  nation's  most  successful  corpora- 
tions. Mail  the  coupon  today  for  your 
FREE  copy! 


Products  facts 
at  theiingertips 


PERRYGRAF  CORPORATION,  Dept.  J-1 

2215  Colby  Avenue,  Los  Angeles,  California  90064 
GENTLEMEN:  Yes,  I  am  interested  in  receiving  your  free 
book.  I  understand  there  is  absolutely  no  obligation,  risk 
or  cost  on  my  part. 


NAME- 


POSITION- 


-TITLE- 
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slide  charts 
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From  Stan 
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from  ofld  to  ood  I 
leo-PiiCED 

GOMPUTEHIZED 

OPEN-END 
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tor  contaloer  tratlic 
aroDDd  the  world 

For  a  flexible  "OPEN-END  SYSTEM" 

to  smoothly  handle  your  container  or 

TOFC  shipments  . . .  call  Union  Pacific. 

Traffic  Offices  in  72  cities  throughout 

the  U.S.A. . . .  and  offices  in 

Tokyo  and  Taipei. 

For  plant  site  properties  in 

Union  Pacific's  booming  West  call  or 

write  Edd  l-i.  Bailey,  President, 

Union  Pacific,  Omafia,  Nebr.  68102. 
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profits  by  creating  packages  to  meet 
specific  product  needs,  not  by  pro- 
ducing tons  of  paperboard."  President 
Scboenhofen  explained.  "We  try  to 
earn  our  profits  by  adding  value  to 
paperboard."  Instead  of  concentrat- 
ing on  volume  products.  Container 
Corp.  prefers  to  design  special-pur- 
pose items.  Among  them:  synthetic 
rubber  containers  that  will  not  flatten 
out  in  transit;  corrugated  boxes  with 
plastic  liners  for  shipping  liquids  like 
ice  cream  or  orange  juice  concentrate 
— products,  in  short,  that  require 
greater  skill  to  create,  command  a 
higher  price  in  the  market,  and  cannot 
be  duplicated  by  any  Tom,  Dick  or 
Harry.  Such  a  strategy  has  worked 
and  worked  brilliantly,  as  Container 
Corp.s  Profitability  and  Growth  rec- 
ords indicate  (see  Yardsticks). 

The  same  strategy  has  worked 
equally  well  for  Diamond  Interna- 
tional, which  has  emerged  in  recent 
years  as  one  of  the  most  profitable 
companies  in  the  packaging  industry. 
Originally.  Diamond  International  was 
one  of  the  U.S.'  leading  producers  of 
wood  products  like  matches,  tooth- 
picks, clothespins  and  lumber.  But  a 
decade  ago  it  began  to  move  into 
packaging — into  folding  cartons,  mold- 
ed pulp  containers  and  printed  labels, 
more  recently  into  metal  and  plastic 
containers  and  into  pulp  and  white 
paper  as  well.  Like  Container  Corp.. 
Diamond  International  has  concen- 
trated on  producing  specialty  molded 
products:  egg  and  other  molded  pulp 
cartons  and  specialty  cans  for  prod- 
ucts like  lard  and  chemicals.  Nearly 
60^  of  Diamond's  sales  are  in  pack- 
aging, said  Diamond's  Chairman  Wil- 
liam H.  Walters,  and  three-fourths  of 
that  is  in  specialty  products.  "The  prof- 
it for  this  company."  said  Walters, 
echoing  Container  Corp.'s  Scboen- 
hofen, "is  in  selling  a  finished  product." 

In  the  past  few  years,  American, 
Continental  and  Owens-Illinois  in  their 
different  ways  have  set  out  to  follow 
the  route  mapped  out  by  Container 
Corp.  and  Diamond  International. 
Owens-Illinois  likes  to  talk  in  terms 
of  establishing  itself  in  proprietary 
products  like  the  elaborate  bottles  it 
turns  out  for  Avon  Products  or  the 
new  giant  expansion-free  telescope 
mirrors  it  won  contracts  to  produce 
last  November.  American  Can  talks 
of  having  transformed  itself  into  a 
market-oriented  company  and  has  now 
begun  moving  beyond  packaging  en- 
tirely with  the  acquisition  of  Butter- 
ick's  pattern  business  and  a  contract 
printer. 

But  it  takes  time  for  proprietary 
products  to  leaven  the  weight  of  com- 
modity production.  Though  all  of  the 
Big  Three  have  come  a  long  way  from 
the  plateau  of  the  late  Fifties,  all  three 
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are  still  dependent  on  their  original 
lines  for  a  good  half  of  their  business, 
and  only  Continental — thanks  in  part 
to  the  disposal  of  its  long-profitless 
Hazel-Atlas  glass  division — has  yet  to 
show  much  progress  in  catching  up 
with  its  smaller  and  more  agile  com- 
petitors. The  canmakers  have  one  dis- 
tinct advantage:  The  development  of 
such  canmaking  innovations  as  all- 
aluminum  cans,  aluminum  tops  and 
tin-free  steel  cans — all  of  which  re- 
quire considerable  technical  and  man- 
ufacturing skill — has  done  a  great  deal 
to  make  canmaking  somewhat  less  of 
a  commodity   business. 

Little  Giant 

Standing  .somewhat  apart  from  the 
rest  of  the  industry  is  Philadelphia's 
once-ailing  Crown  Cork  &  Seal.  The 
U.S.'  third-largest  canmaker  and  its 
No.  One  producer  of  crowns  (i.e., 
bottle  caps),  CC&S  has  adopted  much 
the  same  approach  to  its  custom- 
ers that  paid  off  so  hand.somely  for  its 
larger  competitors.  But  the  great  im- 
petus to  Crown's  Growth  and  Profit- 
ability— the  best  and  most  spectacular 
of  any  major  company  in  the  industry 
(see  Yardsticks) — has  been  its  posi- 
tion in  the  emerging  overseas  market. 

Long  before  its  competitors  even 
thought  of  moving  abroad,  Crown  es- 
tablished itself  in  Africa,  Asia  and 
South  America  and  gained  what  looks 
like  a  permanent  lead.  There  it  follows 
the  same  principles  as  at  home:  By 
specializing,  it  escapes  abroad,  as  at 
home,  the  hazards  of  commodity  pro- 
duction that  have  been  the  bane  of  the 
industry  for  more  than  a  decade.   ■ 
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Crucial    Difference.    Designed 

specifically  for  t/ie  products  they 
contain,  specialty  packages  like 
those  above  have  a  style  and 
distinctiveness  that  clearly  iden- 
tify the  product  and  set  it 
apart  from  its  competitors.  Com- 
modity packages  like  those  be- 
low are  mass  produced  and  may 
well    contain    almost    anything. 


Aluminum 


With    aluminum   capacity    exceeding  demand,   price-cutting  tiistory  didn't 
repeat  itself  last  year.  So  it  was  a  mediocre  year,  but  not  an  unpleasant  one. 


"In  aluminum  there's  a  race  between 
consumption  and  capacity,  with  both 
of  them  increasing  at  a  rate  that's  fan- 
tastic compared  with  any  other  metal." 
The  man  who  said  that  was  Ian  Mac- 
Gregor,  president  of  American  Metal 
Climax.  Because  of  this  exciting  pace 
Amax,  a  diversified  metals  company, 
four  years  ago  took  the  plunge  into  alu- 
minum. From  a  standing  start,  Amax 
now  is  the  U.S.'  fourth-largest  alumi- 
num company.  (Amax  is  rated  in  the 
Metals  Group,  however,  because  alumi- 
num is  only  one  of  its  product  lines.) 

Not  surprisingly,  the  growth  in  alu- 
minum slowed  down  last  year;  at  the 
nine  months'  mark,  shipments  were  just 
about  even  with  the  year  before.  But, 
then,  this  was  hardly  a  disaster.  After 
all,  the  industry  was  digesting  the  huge 
1 1%  jump  made  in  1966,  and  besides, 
both  the  housing  slump  and  the  Ford 
strike  hurt  aluminum  sales. 

But  you  can't  expect  record  earnings 
in  a  year  when  sales  barely  hold  level 
and  when  costs  are  rising.  Alcoa's  per- 
share  earnings  were  off  7.6%,  Kaiser's 
earnings  were  off  4.8% ,  Alcan  Alumin- 
ium's 11.4%  and  Reynolds  Metals' 
28%  .  (Reynolds'  especially  p>oor  show- 
ing was  due  in  part  to  a  series  of  mis- 
haps: strikes,  a  hurricane,  an  explo- 
sion.) 

Still,  earnings  did  not  fall  back  to 
the  1965  levels.  Three  of  the  four 
companies  on  the  Trend  Yardstick  still 
had  higher  earnings  in  the  latest  re- 
ported 12  months  than  the  average  of 
their  earnings  per  share  in  1965  and 
1966.  There  was  none  of  the  wide- 
spread price-cutting  that  threw  the 
industry  into  turmoil  in  the  late  Fifties. 
Said  Amax'  MacGregor:  "People 
aren't  going  out  and  slashing  prices 
without    reference    to    costs.    I    think 


there's  beginning  to  be  some  under- 
standing in  the  industry  of  its  serious 
responsibility  toward  investors." 

What's  surprising  about  aluminum 
is  that  on  the  Forbes  Yardstick  the 
median  average  return  on  capital  for 
the  industry's  Big  Four  producers  is 


CRACKING  COPPER'S 
BIGGEST 

In  1967  aluminum  cracked  cop- 
per's $600-million  telephone 
cable  market.  Up  till  now  huge 
AT&T,  the  copper  industry's 
largest  private  customer,  has 
used  only  copper  in  transmission 
cables.  But  said  AT&T  Chair- 
man Haakon  I.  Romnes,  "In 
five  years  I  expect  we  will  be 
using  quite  a  lot  of  aluminum." 
Aluminum  in  the  past  was  sty- 
mied because  it  had  to  be  more 
carefully  insulated  from  corro- 
sion than  copper.  The  problem: 
developing  an  absolutely  water- 
tight insulation  that  the  tele- 
phone lineman  could  easily  ap- 
ply. The  solution:  slipping  a 
small  plastic  tube  about  the 
splice  point  and  filling  the  tube 
with  liquid  polyurethane  which 
soon  hardens.  Said  Romnes: 
"With  copper  short  and  the  in- 
dustry on  strike  we  are  glad  to 
have  an  alternative." 


only  6.1%  and  the  rate  is  remarkably 
uniform — a  mere  0.4  of  a  percentage 
point  separating  Alcoa  from  Reynolds 
Metals. 

Why  then  invest  in  the  aluminum 
industry  at  all?  Why  has  it  attracted 
such  smart  companies  as  Amax,  How- 


met  and  Anaconda?  For  one  thing, 
its  growth  rate  has  been  one  of  the  real 
phenomena  of  industry.  It  has  been 
running  in  excess  of  7%  on  average 
for  almost  as  long  as  anybody  can 
remember,  and  growth  of  this  mag- 
nitude can  go  a  long  way  toward  re- 
ducing the  importance  of  a  high  re- 
turn. For  another,  aluminum  is  a 
capital  intensive  industry,  requiring 
something  like  $4  in  capital  invest- 
ment to  produce  $1  in  revenues;  thus 
it  generates  an  enormous  cash  flow, 
more  than  enough  to  safely  service 
heavy  debt  requirements  and  still  pro- 
vide an  adequate  return  on  its  highly 
leveraged  equity  capital. 

Under  these  circumstances,  a  major 
factor  in  corporate  performance  is  the 
leverage  that,  through  choice  or  neces- 
sity, the  individual  companies  have 
been  able  to  exert  on  their  common 
equity.  With  assured  growth  and  high 
cash  flow,  aluminum  producers  have 
been  able  to  finance  heavily  with  bor- 
rowed money.  Kaiser's  debt  is  44.1% 
of  its  total  capitalization,  Reynolds' 
44%,  Alcan's  42.1%,  and  Alcoa's 
38.8%.  What  this  has  meant  is  that 
Alcan,  for  instance,  whose  average  re- 
turn on  total  capital  (6%)  is  lower 
than  Alcoa's  (6.2%),  has  nonethe- 
less been  able  to  boast  a  return  on 
equity  (10.4%)  that  is  higher  than 
Alcoa's  (9.2%). 

The  Outsiders 

Leverage  aside,  there  are  wide  dif- 
ferences among  the  Big  Four  alumi- 
num producers.  The  fortunes  of  Can- 
ada's Alcan  Aluminium,  for  instance, 
unlike  those  of  its  U.S.  competitors, 
are  not  determined  primarily  by  the 
relatively  stable  U.S.  market.  As  the 
industry's     great     international     com- 


ARDSTICKS  OF  PERFORMANCE:  Aluminum 

(Companies  are  listed  in  each  group  in  order  of  their  performance  through  the  latest  available  12  months.) 


GROWTH 

(5-year  compounded  rate) 


Sales 

12.3% 
9.1 

11.5 
8.5 

10.3 
'Gain  or  loss  in  percentage  points. 


Kaiser  Alum.  &  Chem. 
Reynolds  Metals 
Alcan  Aluminium 
Alcoa 

INDUSTRY   MEDIAN 


te) 
Earnings 

Group 
Rank- 
ing 

16.5% 
16.5 
15.4 
15.3 

1 
2 
3 
4 

16.0 

PROFITABILITY 

(5-year  average) 


Kaiser 
Alcan 
Alcoa 
Reynolds  Metals 

INDUSTRY  MED. 


Return  Return  Oper.  Group 
on              on  Profit  Rank- 
Equity  Capital  Margin  jng 

11.4%     6.1%  19.6%     1 

10.4        6.0  25.7  2 

9.2  6.2  18.7  3 

9.3  5.8  17.6  4 
10.0        6.1  19.2 


TREND 

(latest  12  months  vs.  2-year  average) 


Kaiser  Alum.  &  Chem. 

Alcoa 

Alcan  Aluminium 

Reynolds  Metals 

INDUSTRY  MEDIAN 


Earnings 
Gain 

11.4% 
10.4 

1.8 
-11.9 

6.1 


Net      Group 
Profit     Rank- 
Margin*    ing 


0.2 

0.1 

-0.1 

-1.0 

t 


tNo  change. 
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MEET  ONE 
OF  THE 
BIG  WHEELS 
IN  THE 
PAPER 
BUSINESS 


The  newsboy  who  brings  your  paper  is  part  and  parcel  of  a  fasci- 
nating story  that  begins  deep  in  the  Great  North  woods  and  ends 
on  your  doorstep  or  on  your  breakfast  table. 

It's  the  story  of  newsprint,  and  we're  in  it,  too... as  the  nation's 

leading  independent  supplier.  Great  Northern  produces  more  than 

1,000  tons  of  newsprint  every  working  day.  And  to  us  these  young 

folk  are  among  our  greatest  salesmen.  (We  even  provide  special 

scholarships,  and  a  vocation  program  in  our  Maine 

woodlands.) 

We  also  make  paper  for  many  other  purposes.  Mass 
magazines.  Mail  order  catalogs.  Paperback  books.  Phone  books. 
We  manufacture  containerboard  for  independent  boxmokers.  And 
plywood  used  in  construction. 

The  more  we  produce  the  more  people  want.  Yet  each  year  we 
grow  more  trees  than  we  harvest.  And  in  Maine,  Georgia,  Florida 
and  Alabama  many  of  our  forest  lands  ore  open  for  the  public's 
quiet  enjoyment. 

Making  paper  for  people  is  the  business  of  Great  Northern. 

For  a  free  booklet  of  unusual  facts  and  pictures  about  newsprint,  the  world's 
most  widely  used  medium  for  transmitting  words  and  ideas,  write  to:  Dept.L6A1, 
Great  Northern  Paper  Company,  522  Fifth  Ave.,  New  York,  N.Y.  10036 

GREAT  NORTHERN 

PAPER     COMPANY 
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ACHIEVEMENT 


II' 


Twice  during  the  last 

three  years,  the  graduating  class 

of  our  investment  training  school 

ranked  number  one . . . 


...number  one  among  all  firms  entering  over  25 
candidates  in  the  New  York  Stock  Exchange  Stan- 
dard Examination  for  Registration.  The  other  year 
they  placed  second  highest. 

"There  are  sound  reasons  for  these  achieve- 
ments: One,  of  course,  is  the  Dean  Witter  &  Co. 
Training  School  —  one  of  the  first  and  finest  in  the 
investment  business.  But  most  important  are  the 
people  we  select  for  training  —  men  of  outstanding 
intelHgence,  imagination  and  integrity. 

"These  are  the  men  who  serve  our  clients... who 
help  maintain  the  standards  of  excellence  found  in 
all  areas  of  Dean  Witter  service.  If  you  would  Mke 
evidence  of  this  fact,  visit  the  nearest  Dean  Witter 
&  Co.  office  today. 

"From  my  own  experience  as  Training  Director, 
I  can  personally  assure  you  that  we  do  everything 
in  our  power  to  see  that  our  Account  Executives 
are  well-qualified  to  serve  your  investment  needs." 


Laurence  A.  Wright. 

Training  Director, 

General  Partner 


Dean  Witter  Sz  Co. 

Members  New  York  Stock  Exchange 
SAN  FRANCISCO  •   LOS  ANGELES  •  NEW  YORK  •  CHICAGO 
HOME  OFFICE:  45  MONTGOMERY  STREET,  SAN  FRANCISCO 


©1967.  D.  W.  &  CO. 


pany,  Alcan  is  exposed  to  all  the  risks 
and  rewards  of  the  international  mar- 
ket. And  last  year  there  were  more 
risks  than  rewards.  For  one  thing,  de- 
valuation cost  an  estimated  10  cents 
a  share  in  earnings.  For  another,  inter- 
national demand  softened  long  before' 
U.S.  demand  did  and  while  the  U.S. 
producers  operated  at  full  capacity, 
Alcan  cut  back  to  87%. 

At  the  same  time,  Alcan,  which  has 
traditionally  acted  as  an  ingot  sup- 
"plier  in  the  U.S.  market,  has  been 
slowly  establishing  a  major  position 
for  itself  as  a  U.S.  fabricator.  But  the 
price  is  high,  and  Alcan's  U.S.  fabri- 
cating operations  have  yet  to  turn  a 
profit.  As  a  result,  Alcan,  not  unex- 
pectedly, proved  vulnerable  to  last 
year's  sluggish  markets,  and  nine- 
month  earnings  fell  nearly  12%  on  a 
.5%  decline  in  sales. 

What  was  surprising  is  that  Kaiser, 
which  is  even  more  highly  leveraged 
than  Alcan,  posted  a  mere  4.8%  de- 
cline in  earnings  on  a  1%  decline  in 
sales.  Kaiser  did  not  succeed  in  re- 
pealing the  laws  of  leverage.  It  merely 
offset  the  worst  of  it  with  a  nonrecur- 
ring capital  gain,  without  which  earn- 
ings would  have  fallen  a  more  normal 
11%.  Kaiser  ranks  first  on  all  the 
Forbes  Yardsticks,  partly  because, 
quite  apart  from  its  leverage,  it  has 
adopted  a  distinctly  different  style  of 
play  from  the  rest  of  the  industry.  Rey- 
nolds and  Alcoa  originally  moved 
overseas  in  pursuit  of  fabricating  out- 
lets for  their  U.S.  production.  Kaiser, 
taking  a  different  tack,  also  began 
building  primary  plants  in  places  like 
Ghana  and  Australia  and  shipping  raw 
metal  to  the  U.S.  Then  too.  Kaiser  has 
already  moved  beyond  aluminum  into 
such  fast-growing  areas  as  chemicals 
(15%  of  sales)  and  is  slowly  estab- 
lishing itself  in  magnesium  and  nickel. 
Though  in  financial  terms  Alcoa 
and  Reynolds  have  adopted  a  some- 
what more  conservative  course,  both 
have  turned  in  fairly  impressive  per- 
formances in  recent  years.  Unsur- 
passed as  marketers,  both  have  been 
vigorously  expanding  aluminum's  mar- 
kets with  innovations  like  twist-off  bot- 
tle caps  and  all-aluminum  cans. 

The  Question  Mark 

As  the  year  ended,  aluminum  de- 
mand had  begun  to  pick  up  again. 
Would  it  prove  strong  enough  to  offset 
the  additional  increases  in  capacity  of 
about  8%  scheduled  in  1968?  Rey- 
nolds Metals'  Richard  Reynolds  Jr. 
thinks  so.  "Capacity  development  pro- 
grams in  the  U.S.,"  said  he,  "are  pro- 
ceeding at  a  rate  that  appears  most 
likely  to  coincide  with  the  growth  in 
demand."  Which  takes  most  of  the 
curse  out  of  the  relatively  low  return  on 
capital  that  characterizes  aluminum.  ■ 
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Masrbe  what  you 
need  Is  a  change 
ol  markets. 


Scandinavia. 

Scandinavia,  with  less  than  one  per  cent  of 
the  world's  population,  accounts  for  five  per 
cent  of  total  world  trade.  Are  your  products 
making  the  Scandinavian  scene? 

You  may  find  a  very  profitable  market  in 
Denmark,  Norway  and  Sweden,  and  we've 
prepared  a  couple  of  booklets  to  tell  you  how 
to  get  your  share: 

"There's  a  Market  for  Your  Product  in 
Scandinavia"  answers  questions  frequently 
asked  about  doing  business  in  Scandinavia. 
Which  are  some  of  the  most  popular  Scandinavian  imports?  Where  can  you  get 
Scandinavian  distributing  and  licensing  information?  Which  distribution  method 
should  you  use? 

"Scandinavia — A  Golden  Market"  provides  more  detailed  data  of  Scandinavian 
marketing  influences.  GNP  per  capita.  Purchasing  power.  Government  policies.  Pop- 
ulation distribution.  Distribution  of  imports  and  exports  among  the  Scandinavian 
countries.  Customs  duties.  And  much,  much  more. 

Both  booklets  go  far  in  filling  you  in  on 
the  Scandinavian  market.  Just  write,  on  your 
company  letterhead,  to  Business  Services 

4  Division  (Dept.  SM),  Scandinavian  Airlines, 


SCANDINAVIA- 
A  GOLDEN  MARKET 


138-02  Queens  Blvd.,  Jamaica,  N.Y.  11435. 
Vi^l  Any  questions?  Ask  away.  SAS  special- 

ists will  help  you  to  meet  the  right  people, 
get  the  answers  and  then  ship  your  products 
there  fast,  economically,  and  safely.  On  SAS. 
of  course,  because  SAS  is  the  world's  direct 
skyway  to  Scandinavia. 

Scandinavia—  you'll  love  us  for  it. 
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minute 


12:44  PM 


Portable  Army  hospital 

developed  by  the  U.S.  Army 

Medical  Service  and 

AiResearch  makes  medical 

miracles  in  Vietnam. 


12:54  PM 


PI 


"Medic!"  A  Viet  Cong  Claymore  mine 
badly  wounded  this  G.I.  Without  the 
capabilities  of  a  modern  hospital  he 
would  have  10  minutes  to  live. 


"There's  MASH!"  45th  Mobile  Arm;p 
Surgical  Hospital  (MASH).  Conditions  iif  ""^ 
this  self-contained  portable  unit  rival  th\ 
finest  surgical  hospital  anywhere.  '^'^ 


nutes  later  Next  day 


hem  off!  Sponge!"  X-ray  and  clini- 
b  back  up  the  surgery  areas.  All  are 
nditioned,  lighted,  and  powered  by 
turbine  element. 


"Hove  you  home  soon."  Controlled 
humidity,  temperature,  and  cleanliness  in 
inflatable  wards  permit  faster  recovery 
in  any  climate. 


IB*' 

kkC^W  ' 

r--j,i.« 

^    . 

».  fi-P^^ 

This  Medical  Unit  Self-Contoined  Transport- 
able (MUST)  hospital,  developed  for  the 
U.S.  Army  Medical  Serviceand  alsoadopted 
by  the  Marine  Corps,  can  be  set  up  and  in 
operation  in  a  half  hour.  It  gives  wounded 
combat  soldiers  10  minutes  to  life  instead  of 
10  minutes  to  live. 

The  Garrett  Corporation 

AiResearch  Manufacturing  Divisions 

Phoenix-Los  Angeles 

Air  Cruisers  Division,  Belmar,  N.J. 

An  affiliate  of  Signal  Oil  &  Gas  Co. 


utilities 


Every  time  interest  rates  went  up  last  year,  utility 
executives  grimaced  and  utility  stocks  went  down. 


Although  earnings  did  increase  in 
the  electric  utility  industry  last  year, 
the  rate  of  increase  was  lower  than  the 
pattern  of  the  preceding  five  years. 
The  Trend  Yardstick  reflects  this:  In 
the  latest  reported  12  months  the  indus- 
try median  gain  in  earnings  vs.  the 
average  of  1965-66  earnings  per  share 
was  5.7%;  a  year  earlier  the  median 
figure  was  10%.  The  second  column 
of  Trend  reveals  that  margins  thinned 
as  earnings  gains  slowed. 

But  the  growth  in  demand  for  elec- 
tricity did  not  slow;  it  kept  to  its  trend 
of  doubling  every  decade.  Given  the 
trend  of  interest  rates  since  the  mid- 
dle of  1966,  utilities'  increased  cap- 
ital budgets — and  financing  needs — 
could  not  have  come  at  a  worse  time. 
Apparently  this  is  what  investors  fig- 
ured, for  they  were  most  unenthusi- 
astic  about  the  utilities  last  year.  So 
much  so.  that  the  stocks  as  a  group 
fell  below  industrial  equities  in  the 
price/ earnings    multiples,    an   unusual 


event  that  last  occurred  in  1960. 

The  utilities,  faced  with  a  capital- 
spending  bill  of  $5.9  billion  and  need- 
ing some  $3.5  billion  worth  of  outside 
financing  to  meet  it,  had  financial 
headaches,  not  business  ones.  Utilities 
with  3%  and  4%  bonds  in  their  debt 
mix  were  faced  with  interest  costs  of 
6%  and  more  last  year.  Such  costs 
brought  into  the  mix  naturally  increase 
the  total  interest  burden,  even  if  only 
by  a  small  percentage,  and  this  can 
cut  into  earnings  growth  given  the  reg- 
ulated status  of  utility  companies  (see 
box,  p.  138).  Earnings  of  utilities 
slowed  last  year  because  of  a  signifi- 
cantly higher  level  of  capital  expendi- 
ture, but  the  rising  interest  rates  scared 
off  investors  as  much  as  anything  else. 

The  Bright  Side 

All  certainly  was  not  black,  how- 
ever. High  interest  rates  can  be  a  good 
talking  point  for  the  industry  in  re- 
questing increased  allowable  rates  of 


return  from  regulatory  commissions. 
And  demand  for  electricity  goes  right 
on,  increasing  at  a  compound  annual 
rate  of  6.3%  a  year.  Meanwhile,  the 
new  plants  that  all  the  capital  spend- 
ing is  paying  for  are  more  economical 
to  run  than  the  plants  they  replace. 

It  was  just  such  larger,  more  effi- 
cient plant  that  brought  New  England 
Electric  System  the  cost  savings  that 
made  possible  its  increased  earnings 
and  high  Trend  rating.  Fortuitous  cir- 
cumstances helped  as  well:  With  the 
Northeast  drought  over,  NEES  was 
able  to  use  more  low-cost  hydroelectric 
power  during  peak  periods,  and  a  cold 
winter  help  with  the  heating  sales. 

Cold  weather  during  last  summer 
over  much  of  the  nation  hurt  some 
companies'  air-conditioning  sales. 
Commonwealth  Edison  Chairman  J. 
Harris  Ward  admitted  that  the  sum- 
mer cost  his  company  7  cents  a  share, 
only  some  of  which  was  made  up  by 
cost    savings.   The    cool    summer   ex- 
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YARDSTICKS  OF  PERFORMANCE:  Utilities 

(Companies  are  listed  in  each  group  in  order  of  their  performance  through  the  latest  available  12  months.) 


GROWTH 

(5-year  compounded  rate) 


Sales 


6.6% 

5.3 

5.4 

7.0 

7.3 

5.2 

6.4 

4.2 

6.0 

4.2 

4.7 


Flow-fhrough** 
Amer.  El.  Power 
Pacific  G&E 
Ohio  Edison 
So.  Calif.  Edison 
Virginia  Electric 
Public  Service  E&G 
Union  Electric 
Niagara  Mohawk 
Gen.  Pub.  Util. 
Philadelphia  Elec. 
Con  Edison 

Normalized  &  Sfandard 

Consumers  Power  7.3 

Duke  Power  7.7 

Middle  South  6.7 

Texas  Utilities  6.7 

Florida  Power  &  Light  7.1 

Southern  Co.  7.5 

Central  &  SW  5.8 

Detroit  Edison  6.1 

Commonwealth  Edison  6.1 

New  Eng.  Elec.  5.3 

Northern  States  Power  5.2 

INDUSTRY  MEDIAN  6.1 


ite) 

Group 

Rank- 

Earnings 

ing 

7.9% 

1 

8.8 

1 

8.6 

2 

7.1 

2 

7.0 

3 

6.0 

4 

5.4 

5 

5.6 

6 

3.8 

7 

5.5 

8 

3.4 

9 

8.3 

1 

7.5 

1 

8.7 

1 

7.2 

2 

6.9 

3 

6.7 

4 

6.9 

5 

6.8 

6 

6.1 

7 

6.5 

7 

4.3 

8 

6.9 

PROFITABILITY 


(5-year  average) 


Return 

on 
Equity 


Ohio  Edison 
Virginia  Elec. 
Union  Electric 
Amer.  El.  Power 
Pub.  Ser.  E&G 
Gen.  Pub.  Util. 
Phila.  Elec. 
So.  Calif.  Edison 
Pacific  G&E 
Niagara  Mohawk 
Con  Edison 

Texas  Utilities 
Central  &  SW 
Florida  P&L 
Common.  Edison 
Duke  Power 


13.1% 
12.4 
12.8 
12.3 
12.5 
11.1 
11.5 
10.4 
10.6 
11.2 
8.4 

14.6 
12.2 
12.1 
11.6 
11.8 


North.  Sts.  Power  13.2 


Detroit  Edison 
Southern  Co. 
Con.  Power 
Middle  South 
New  Eng.  Elec. 

INDUSTRY  MED. 


10.5 
10.0 
10.6 
10.0 
9.1 
11.6 


Return 

on 
Capital 


6.8% 

6.4 

5.8 

5.8 

5.9 

4.9 

5.8 

5.6 

5.6 

5.2 

4.5 

7.0 
6.4 
7.3 
6.6 
6.4 
6.1 
6.3 
4.7 
6.2 
5.0 
4.3 
5.9 


Y 

Oper. 

Group 

Profit 

Rank- 

Margin:] 

ing 

25.7% 

1 

26.6 

2 

23.9 

3 

24.7 

4 

21.0 

5 

27.2 

6 

22.5 

7 

24.4 

8 

21.3 

9 

18.1 

10 

19.6 

11 

28.1 

1 

24.9 

2 

22.1 

2 

21.7 

3 

20.9 

4 

19.1 

5 

19.4 

6 

23.9 

7 

18.5 

8 

19.4 

9 

17.4 

10 

21.9 

TREND 

(latest  12  months  vs.  2-year  average) 


Earnings 
Gain 


Net  Group 
Profit  Rank- 
Margin*    ing 


Pacific  G&E 
Ohio  Edison 
So.  Calif.  Edison 
Amer.  El.  Power 
Philadelphia  Elec. 
Niagara  Mohawk 
Union  Electric 
Virginia  Electric 
Con  Edison 
Public  Service  E&G 
Gen.  Pub.  Util. 

New  Eng.  Elec. 
Central  &  SW 
Southern  Co. 
Texas  Utilities 
Middle  South 
Commonwealth  Edison 
Duke  Power 
Florida  Power  &  Light 
Northern  States  Power 
Consumers  Power 
Detroit  Edison 

INDUSTRY  MEDIAN 


13.4% 
10.1 

9.8 

9.3 

6.0 

5.4 

5.3 

5.5 

3.0 

5.2 

t 

13.2 

8.4 

7.0 

9.7 

7.0 

5.9 

5.3 

5.2 

4.0 

4.4 
-0.5 

5.7 


0.8 

0.5 

0.3 

t 

t 

0.3 
-0.1 
-1.2 
-0.2 
-0.3 
—0.7 

0.6 
t 

0.2 
-0.2 
-0.1 
-0.1 
-0.4 
-0.5 
-0.4 
-0.5 
-1.1 
-0.1 


1 
2 
3 
4 
5 
6 
7 
8 
9 
9 
10 

1 
2 
2 
3 
4 
5 
6 
7 
8 
9 
10 


•Gain  or  loss  in  percentage  points.    tNo  change.    tAfter  depreciation  and  taxes.    **Companies  that  make  use  of  rapid 
depreciation  methods  and  are  required  to  let  the  tax  savings  flow  through  into  net  income. 
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reducing  plan  for  a  busy  computgr 


Which  are  you  getting  from  your  computer? 
Massive  mountains  of  mathematical  minutiae? 
Or  slim,  trim  graphics? 

With  the  CalComp  Plotting  System,  any  com- 
puter can  translate  stacks  of  faceless  figures 
into  meaningful  graphs,  charts,  pictures, 
plans,  maps.  Automatically. 

So  if  your  computer  is  still  handing  you 
the  same  old  stack  of  alpha/numeric 


I 


'^ 


mumble  jumble,  get  the  facts  on  modern  plot- 
ting. Talk  to  CalComp.  And  get  the  picture. 

Telephone  (714)  774-9141,  or  write  Dept.  S-1, 
California  Computer  Products,  Inc., 
305  Mulier,  Anaheim,  California  92803. 

standard  of  the  Plotting  Industry 
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tended  into  the  Southwest,  too,  and 
trimmed  the  earnings  expectations  of 
President  S.B.  Phillips  Jr.  of  Central 
South  West  Corp.  Weather  on  the 
West  Coast  helped  bring  good  Trend 
ratings  to  Southern  California  Edison 
Co.  and  Pacific  Gas  &  Electric  Co. 

Interest  rates  and  the  weather  not- 
withstanding, the  utilities  had  to  spend 


for  new  plant.  In  fact,  there  was  so 
much  demand  for  new  plant  that  the 
major  suppliers,  General  Electric  and 
Westinghouse,  were  taking  five  years 
lead  time  on  nuclear-powered  generat- 
ing stations.  At  midyear  the  Federal 
Power  Commission  proposed  an  Elec- 
tric Power  Reliability  Act,  which 
could  mean  building  even  more  ca- 


pacity as  reserve  agamst  a  recurrence 
of  the  1965  Northeast  power  failure. 
The  interest  rate  problem  showed  no 
sign  of  easing,  but  the  fact  remained 
the  utilities  were  the  surest  growth 
industry  around.  As  Commonwealth 
Edison's  Ward  put  it:  "My  whole  con- 
cern is  to  get  new  plant  in  fast  enough 
to  meet  anticipated  demand."  ■ 


SOURCE:   STANDARD  &  POOR'S 
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STOCKS  THAT  ACT 
RATHER  LIKE  BONDS 

Utility  stocks  tend  to  act  like 
bonds  and  regularly  go  down 
when  interest  rates  soar.  Why? 
Because  they  are  regarded  as  in- 
come stocks.  Higher  yields  on 
bonds  lessen  the  attractions  of 
the  yield  on  utility  stocks.  The 
stock  price  falls  until  the  yield  is 
again  closer  to  bond  yields. 

Most  importantly,  higher  in- 
terest rates  threaten  the  real  ad- 
vantage a  utility  stock  has  over 
a  bond:  growth.  The  investor 
counts  on  a  steady  increase  in 
dividends,  something  a  bond  can- 
not offer. 

However,  utility  growth  is 
forced  growth.  Unlike  an  indus- 
trial company,  a  utility  cannot 
put  off  expansion  because  the 
money  market   is  unfavorable. 

Unlike  an  industrial  too,  a  util- 
ity's rate  of  return  on  capital  is 
fixed  by  a  regulatory  commis- 
sion. If  the  utility's  rate  of  return 
is  fixed  at  a  time  of  moderate  in- 
terest rates  and  these  interest 
rates  surge  sharply,  there  is  no 
automatic  adjustment  in  the  rate 
of  return.  Bache's  Charles  Tath- 
am  points  out  that,  historically, 
rates  of  return  have  been  al- 
lowed to  rise  behind  interest 
rates.  But  meanwhile  the  utility's 
earnings  are  caught  in  a  profit 
squeeze. 

Utilities  used  to  sell  bonds 
paying  as  litde  as  3%  vs.  over 
6%  today.  The  squeeze  works 
like  this:  Suppose  a  utility  pays 
5  7o— roughly  2.5%  after  fed- 
eral income  taxes — and  earns 
6%  on  the  equipment  it  buys 
with  the  money.  That  leaves  it 
with  a  net  profit  of  3.5%,  all  of 
which  accrues  to  common  share 
earnings.  But  with  money  at  7% 
— 3.5%  after  taxes — the  profit 
accruing  to  common  stockhold- 
ers from  the  borrowed  money 
drops  to  2.5%.  The  leverage 
from  borrowing  is  cut  by  nearly 
one-third.  That  is  why  utility 
stocks  move  with  interest  rates. 
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COPPER,  ALUMINUM   g^ 
AND  ALLOY  PRODUCTS  ^s7 


Phelps  Dodge 

is  a  Honolulu 

Kamaaina 


Honolulu  is  another  Phelps  Dodge  city. 

And  we  were  kamaaina  (old-timers) 

even  before  Hawaii  became  the  Aloha 

State.  New  buildings  are  going  up 

everywhere — from  Pearl  Harbor  to 

Diamond  Head  and  beyond.  On  the 

neighbor  islands  too,  new  vacation  resorts 

are  blossoming  almost  daily.  And  Phelps 

Dodge  pipe,  tube,  wire  and  cable  are  a 

vital  part  of  the  fantastic  growth  of  this 

Crossroads  of  the  Pacific.  Ala  Moana 

Center — world's  largest  shopping  plaza, 

the  Ilikai  Hotel,  Hawaii's  new  State 

Capitol  Building,  fabulous  Rockefeller 

Mauna  Kea  Beach  Hotel — all  these  and 

more  depend  on  Phelps  Dodge  products. 

Our  power  cable  carries  electricity  from 

Hawaiian  Electric  Company's  power  plants 

*^   to  string  a  lei  of  lights  around  glamorous 

Waikiki — and  all  the  island  of  Oahu.  And 

our  aluminum  structural  shapes  form  a 

new  microwave  antenna  tower.  You 

don't  always  see  them,  but  Phelps  Dodge 

products  are  carrying  the  electricity, 

communications,  liquids  and  gases  that 

keep  Hawaii  on  the  move. 
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Time  changes  the  needs  of  peopi 

Our  goal  is  to  create  chang( 
to  serve  those  need 
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E  CASCADE  CORPORATION:  going  in  new  directions  with  new  idea 

For  our  booklet,  "The  Motivating  Spirit, "  please  write  us  at  Boise,  IdaL 
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Credit  &  Finance 


Borrowing  wholesale  and  selling  retail,  the  credit  &  finance  com- 
panies found  their  costs  rising  faster  than  their  selling  prices. 


Except  for  American  Express,  which 
gets  its  money  for  nothing,  this  indus- 
try was  hurt  by  high  interest  rates  last 
year.  But  not  everybody  was  hurt  the 
same  way.  The  raw  material  of  this 
industry  is  money.  Its  basic  product  is 
loans.  In  the  U.S.'  credit  economy, 
money-lending  has  been  a  real  growth 
industry,  what  with  instalment  credit 
increasing  58^  over  the  past  five 
years  (to  S76  billion). 

Most  of  the  companies  in  this  group 
borrow  money  wholesale  and  hire  it 
out  at  retail.  The  spread  pays  their 
costs  and  gives  them  their  profits.  In 
recent  years  that  vital  spread  has  been 
narrowing.  For  the  past  two  years, 
borrowing  costs  have  been  going  up 
and  so  have  the  costs  of  running  the 
businesses.  But  it  hasn't  always  been 
possible  to  pass  on  the  higher  costs  to 
the  borrower.  Not  surprisingly,  of 
seven  finance  and  small-loan  com- 
panies, only  two  have  managed  to 
keep  earnings  growing  as  fast  or  faster 
than  sales.  Not  a  single  one  of  the  big 
independent  auto  financing  firms  has 
avoided  the  profits  squeeze. 

Increasing  competition  is  one  major 
reason  it  has  been  difTicult  to  keep 
profit  margins  up.  The  increased  com- 
petition has  come  largely  from  the 
banks.  In  the  old  days,  banks  were 
largely  content  to  lend  money  to  the 


Banks  have  grabbed  the  cream 
of  the  growing  auto  loan  busi- 
ness from  the  finance  compa- 
nies. 


moneylenders  at  wholesale  and  let  the 
moneylenders  take  the  middleman's 
profit.  But  increasingly,  through  more 
attractive  and  aggressive  merchandis- 
ing, the  banks  have  gone  after  higher 
returns  available  to  them  on  auto, 
consumer  and  small  loans.  And  no 
wonder.  Effective  returns  on  such 
loans  run  to  10%  and  more.  Because 
they  'eliminate  the  middleman,  the 
banks  can  undercut  the  regular 
moneylenders  on  consumer  loans  and 
still  come  out  very  well  indeed. 


Defensive  Offense 

Faced  with  this  competitive  prob- 
lem, the  three  big  finance  companies, 
C.I.T.  Financial,  Associates  Invest- 
ment and  Commercial  Credit,  have 
diversified.  Giant  C.I.T.,  once  chiefly 
an  auto  finance  company,  has  made 
a  big  and  successful  effort  to  build  its 
volume  in  personal  loans,  which  last 
year  accounted  for  14%  of  its  receiv- 
ables as  compared  with  8.5%  five 
years  ago.  In  addition  to  insurance, 
C.I.T.  also  has  stepped  up  its  industrial 
financing,  factoring  and  leasing.  But  its 
biggest — and  most  successful — move 
was  the  1965  acquisition  of  Meadow 
Brook  National  Bank,  since  merged 
with  the  National  Bank  of  North 
America  (assets  $1.4  billion),  whose 
earnings  have  grown  six  times  as  fast 
as  those  of  the  parent  company.  C.I.T. 
also  has  gone  into  manufacturing  with 
Picker  X-Ray  and  AU-Steel  Equip- 
ment and  has  attempted  to  get  into 
publishing. 

Thanks  largely  to  this  vigorous  de- 
fensive offense,  C.I.T.  still  enjoys  what 
is  easily  the  best  return  on  stockhold- 
ers' equity  in  its  group  (see  Yard- 
sticks), even  though  over-all  earnings 
growth  (3.3%  annually)  has  recently 
been  unimpressive. 

Associates       Investment,       C.I.T. 's 


YARDSTICKS  OF  PERFORMANCE:  Credit  &  Finance 


FT 


(Companies  are  listed  m  each  group  in  order  of  their  performance  through  the  latest  available  12  months.) 

TREND 


GROWTH 

(Syear  compounded  rate) 


FINANCE 

Associates  Investment 
C.I.T.  Financial 
Commercial  Credit 
SMALL  LOAN 

Seaboard  Finance 
Household  Finance 
Beneficial  Finance 
American  Investment 


Gross 
Income 


5.3% 

9.3 

4,7 


9.9 
9.5 
8.2 
6.4 


FINANCIAL  SERVICES 


Transamerica 
Investors  Div.  Serv. 
American  Express 

INDUSTRY  MEDIAN 


16.1 
1.7 
NA 

8.2 


Group 
Rank- 
Earnings     ing 


3.5% 
3.3 
-3.2 


14.9 

11.5 

3.0 

0.2 


13.4 

5.9 

13.5 

4.7 


PROFITABILITY 

(5-year  average) 

Return       Return       Oper.    Group 
on  on  Total      Profit    Rank- 

Equity       Capital      Margin     ing 


C.I.T.  Financial      13.2% 
Commer.  Credit      9.6 
Associates  Inv.      9.8 


Beneficial  Fin.  19.2 

Seaboard  Fin.  20.1 

Household  Fin.  15.2 

American    Inv.  15.4 


I.D.S.  17.6 

American  Exp.  17.8 

Transamerica  10.6 

INDUSTRY  MEO.  15.3 


6.6%  38.6%  1 
6.7  35.3  2 
6.5        23.4        3 


7.3 
7.2 
7.0 

6.9 


18.2 

17.8 

9.2 

7.1 


39.8 
28.6 
42.9 
34.8 


21.7 

14.5 

8.0 

31.7 


(latest  12  months  vs.  2-year  average) 


Earnings 
Gain 


Associates  Investment  4.3% 

C.I.T.  Financial  5.9 

Commercial  Credit  7.6 

Household  Finance  11.4 

Seaboard  Finance  3.3 

American  Investment  —14.7 

Beneficial  Finance  —15.3 

Investors  Div.  Serv.  0.8 

Transamerica  12.1 

American  Express  19.2 

INDUSTRY  MEDIAN  5.1 


Pretax   Group 
Profit     Rank- 
Margin*    ing 


0.7 

0.6 

-0.1 


-1.8 
-3.6 
-3.8 
-7.3 


1.7 
0.7 
NA 

-0.1 


'Gain  or  loss  in  oercentaee  points.     Nfl-nnt  ai/ailahlp-  rnmnanv  wafin't  rankprl  fnr  growth  nr  trpnri 
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smaller  rival,  until  recently  has  con- 
centrated exclusively  on  financial  di- 
versification. It  has  more  than  doubled 
its  personal  loan  receivables  since 
1962.  The  efl'ort  has  been  successful 
enough  to  keep  Associates  from  los- 
ing ground;  auto  loans  are  now  only 
about  30%  of  receivables,  down  from 
76%  in  1957.  Lately  Associates  has 
also  gone  into  commercial  banking 
and  manufacturing  (with  Mount  Cle- 
mens Metal  Products).  But  none  of 
this  has  been  able  to  do  much  for  its 
profitability  which  ranks  far  below 
that  of  C.I.T. 

The  least  successful  in  meeting  the 
problems  rising  out  of  the  finance  com- 
panies' declining  shares  of  auto  loans 
has  been  Commercial  Credit.  Commer- 
cial is  the  only  company  of  the  ten  in 
the  financial  group  whose  earnings 
growth  has  been  negative  over  the  past 
decade.  A  major  problem  is  the  fact 
that  Commercial  depends  upon  short- 
term  money  more  than  its  two  major 
competitors  and  more  so  than  the 
specialized  small-loan  companies; 
whereas  Commercial  has  54%  of  its 
debt  in  short-term  paper,  C.I.T.  has 
only  45%.  This  has  made  Commercial 
especially  vulnerable  to  rising  interest 
rates.  Commercial  Credit  President 
Alden  Willis  preferred  to  dwell  on  the 
more  pleasant  side  of  that  coin.  "When 
borrowing  rates  decline"  he  said,  "we 
benefit."  But  interest  rates  have  been 
rising,  not  declining,  and  1968  won't 
be  a  happy  year  for  Commercial 
Credit. 

Taken  as  a  group,  the  small-loan 
companies  look  better  on  the  Forbes 
Yardsticks  than  do  the  finance  com- 


Go    Now,    Pay   Later.    The 

popular  Italian  film,  Mondo 
Cane,  pictured  Americans  as 
a  race  who  wait  until  too  late 
in  life  to  enjoy  themselves.  But 
consumer  credit  is  changing 
that   concept    of   Americans. 


panics.  They  were  already  well  estab- 
lished in  the  small-loan  business,- 
whereas  the  finance  companies  have 
had  to  break  into  that  business  to  coun- 
teract their  loss  of  auto  loans. 

Among  the  small-loan  companies. 
Household  clearly  leads  the  field.  The 
'Yardsticks  show  that  its  operating 
profit  margins  are  the  highest  in  the 
group,  and,  in  spite  of  the  increased 
cost  of  lending,  this  largest  of  all 
the  small-loan  companies  had  the  best 
Trend  figures  for  the  latest  12  months. 
Only  Seaboard  exceeded  Household  in 
sales  and  earnings  growth  (largely  be- 
cause Seaboard  started  from  a  low 
base  due  to  heavy  losses  in  an  unsuc- 
cessful credit  card  operation). 

Of  the  small-loan  group.  Beneficial 
was  the  most  impressive  when  it  came 
to  diversification.  It  now  owns  two 
good-sized  merchandising  operations. 
Western  Auto  Supply  (auto  parts  and 
hardware)  and  Spiegel,  Inc.  (mail  or- 
der). These  acquisitions,  however, 
have  done  more  for  sales  than  for 
profits  so  far;  Beneficial's  five-year 
growth  in  earnings  is  far  smaller  than 
either  Household's  or  Seaboard's 

"We're  in  a  Squeeze" 

American  Investment  Co.  also  has 
moved  into  merchandising,  but  the 
main  influence  on  its  earnings  last 
year  was  the  high  cost  of  money.  "The 
cost  of  money,"  said  American  Presi- 
dent Donald  L.  Barnes,  "has  increased 
by  a  third  in  the  past  two  years  and 
this  has  put  pressure  on  our  earnings. 
We're  in  a  squeeze,  because  by  law 
we  can't  pass  on  the  added  cost  to 
consumers." 


"MORTGAGING  TOMORROW  PUTS  'PEP'  INTO  TODAY' 


Just  42  years  ago,  Forbes  ran  an 
article  defending  consumer  credit. 
It  had  the  provocative  title  "Mort- 
gaging Tomorrow  Puts  'Pep'  Into 
Today."  As  the  title  indicates,  the 
article  argued  that  going  into  debt 
was  good  for  people  in  that  it  gave 
them  an  incentive  to  work  harder. 
Not  surprisingly,  the  article  drew 
storms  of  protest  from  readers  who 
were  well  aware  of  the  stigma  tra- 
ditionally attached  to  anyone  in 
debt.  A  business  magazine  en- 
couraging debt?  Scandalous. 

Today  the  idea  is  so  common- 
place and  respectable  that  there 
would  be  no  point  to  such  an  ar- 
ticle. "A  new  breed  has  grown  up 
on  borrowing,"  said  Dr.  Ernst 
Dauer,  director  of  Consumer  Cred- 
it Studies  at  Household  Finance 
Corp.,   describing    the    millions    of 


young  Americans  whose  borrow- 
ing habits  would  shock  an  earlier 
generation  right  down  to  its  con- 
servative foundations.  "Years  ago," 
said  Dauer,  "the  only  thing  you 
didn't  pay  cash  for  was  a  house." 

Dauer  believes  that  this  new  gen- 
eration, having  been  raised  against 
a  background  of  constant  wars  and 
conflicts,  wants  to  do  some  living 
today  rather  than  adopting  the  cau- 
tious attitude  of  their  parents  of 
■vaiting  until  they  are  35  or  40 
before  enjoying  expensive  trips  and 
costly  household  items. 

Unquestionably,  today's  bride  is 
a  lot  more  impatient  than  her 
mother  was.  The  girl  wants  to  start 
off  with  all  the  home  furnishings  and 
appliances  her  mother  saved  to  get. 

John  Sheehan,  president  of  Com- 
mercial  Credit   Corp.,   thinks   that 


the  marked  difi'erence  in  attitudes 
between  the  two  generations  can 
be  traced  to  the  Depression.  "Peo- 
ple in  the  Depression,"  explained 
Sheehan,  "were  struggling  for 
food,  clothing  and  shelter.  Today, 
people  are  still  struggling,  but  for 
status,  achievement  and  ego-raising 
gains.  They  do  this  by  gathering 
things." 

For  the  older  generation,  it's  still 
sometimes  hard  to  accept  all  this. 
William  A.  Patterson  ran  United 
Air  Lines  with  an  iron  hand  until 
in  1963,  at  63,  he  turned  over  oper- 
ations to  George  Keck.  Patterson 
did  permit  United  to  offer  fly-now- 
pay-later  plans,  but  did  not  push 
the  program.  But  when  George 
Keck,  55,  succeeded  Patterson,  one 
of  his  first  acts  was  to  begin  active- 
ly promoting  credit  plans. 
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The  gas  is  in  Texas,  or  in  Louisiana,  or  in  the  Gulf  of 
Mexico,  and  the  users  are  in  New  York  and  other 
populous  areas  of  the  eastern  seaboard.  Our  job  is  to 
get  it  from  one  place  to  the  other  —  regardless  of  the 
engineering  problems.  Under  the  busy  sealanes  of  New 
York  harbor  lies  this  new  Transco  pipeline,  one  of 
five  water  crossings  we  have  built  to  carry  gas  to  the 
country's  biggest  market. 

{MKi Transcontinental  Gas  Pipe  Line  Corporation 


To  keep  ahead  of  the  demand,  we  keep  adding  facili- 
ties. By  now  we  have  6,500  miles  of  pipeline  and  we 
can  deliver  billions  of  cubic  feet  of  gas  a  day  to  cus- 
tomers in  the  1 1  states  along  our  pipeline.  And  con- 
sidering the  population  growth  in  our  major  East 
Coast  markets,  together  with  increasing  preference  for 
our  cleaner  burning  fuel,  you  can  see  that  we're  feed- 
ing a  bright  future. 
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Know  HOW 
inMETals 


Operating  Groups  in  major  growth  areas. 

Aluminum 
Superalloys 
Professional  Products 


Write  for  Annual  Report  and 
current  interinn  statement. 


HOWMET   CORPORATION 

277  Park  Avenue,  New  York,  N.Y.  10017 


This  announcement  appears  Jor  purposes  oj  record. 


$553,700,000 


(TIM; 


Trans  World  Airlines^  Inc. 


The  Company  has  entered  into  agreements  for  the  private 
sale  of  $178,100,000  of  unsecured  senior  notes  and  the  ex- 
change of  $375,600,000  outstanding  equipment  mortgage  sink- 
ing fund  notes  for  a  like  amount  of  unsecured  senior  notes. 


The  undersigned  assisted  the  Company  in  connection 

with  the  above  transactions. 


Dillon,  Read  &  Co.  Inc. 


December  19,  1967 


Movies,  Too 

Moneylending,  of  course,  is  only  one 
form  of  financial  service,  and  one  com- 
pany, San  Francisco-based  Trans- 
america,  has  tried  to  create  a  single  or- 
ganization offering  almost  the  whole 
.range  of  financial  services.  TA  is  big 
in  insurance  (life,  casualty  and  title). 
Its  life  insurance  subsidiary,  Occiden- 
tal, is  the  fourth-biggest  stock  life 
company  in  the  U.S.  The  company  has 
also  moved  into  leasing,  commercial 
and  consumer  financing. 

A  difficulty  has  been  that  each  of 
these,  although  all  involve  money  and 
finance,  tends  to  be  a  different  busi- 
ness and  Transamerica,  under  its  am- 
bitious president,  John  Beckett,  has 
yet  to  find  the  key  to  integrating  them. 
To  achieve  his  announced  goal  of 
annual  earnings  increases  of  10%  to 
15%  a  year,  Beckett  has  gone  outside 
the  financial  field  for  growth.  In  1967 
it  bought  United  Artists,  the  movie 
company,  and  is  now  negotiating  the 
purchase  of  Trans  International  Air- 
lines, a  $30-million  supplemental 
carrier.  These  two  subsidiaries  expect 
to  account  for  an  estimated  30%  of 
earnings. 

A  rival  financial  service  company, 
American  Express,  swallowed  a  bitter 
pill  when  the  famous  salad  oil  scandal 
wrecked  its  American  Express  Ware- 
housing, Ltd.  subsidiary.  But  Ameri- 
can Express  President  Howard  L. 
Clark  has  had  his  compensations.  So 
well  entrenched  is  AE  in  the  travel 
field  that  the  profits  keep  rolling  in 
from  its  traveler's  checks.  Thus,  Clark 
now  feels  bold  enough  to  embark 
once  more  on  diversification  in  order 
to  get  American  Express'  virtually  un- 
leveraged  capital  structure  working  a 
bit  harder.  (The  basic  reason  that 
American  Express  is  so  profitable  is 
that  its  "float"  from  uncashed  travel- 
er's checks  provides  it  with  a  vast  pool 
of  capital.)  Clark  recently  put  the 
company  into  the  municipal  bond 
and  securities  underwriting  business 
and  has  extended  the  company's 
credit  card  operation,  already  the 
biggest  in  the  world,  by  acquiring 
Uni-card. 

Big  Investors  Diversified  Services 
handles  more  capital  than  any  finan- 
cial institution  outside  of  the  banking 
field.  Its  mutual  funds  alone  manage 
$5.8  billion.  But  IDS  mutual  funds 
have  suffered  because  they  are  rather 
conservative  conventional  funds  and 
the  public  has  been  increasingly  "per- 
formance" minded.  IDS'  life  insur- 
ance, mortgage  and  financing  opera- 
tions are  growing.  But  mutual  funds 
have  been  the  big  thing  for  IDS.  Un- 
less the  company  can  get  its  mutual 
funds     growing     again,     its     over-all 


\1^£^       t/^       ■•atV* 


oin     cli" 


I 


Textiles 


The  economy  felt  a  slight  draft  last  year,  and  this  industry  went  to  bed  with  pneumonia. 
Hardly    encouraging    to    those    who    hoped    that    textiles    had    finally    found    stability. 


If  1967  was  a  little  bumpy  for  most  of 
U.S.  industry,  it  was  downright  jar- 
ring for  the  textile  industry.  On  a  2.6% 
drop  in  dollar  sales,  the  industry  suf- 
fered a  drop  of  over  25%  in  profits. 
Every  single  company  was  down  in 
the  Trend  ratings.  Of  the  31  indus- 
tries ranked  in  this  Annual  Report, 
only  transportation  and  tractors  & 
farm  equipment  ranked  lower  for 
Profitability  and  Trend. 

Burlington  Industries  is  the  blue 
chip  of  textiles.  In  sales  ($1.4  billion  in 
fiscal  1967  ended  Sept.  30),  it  is  near- 
ly twice  as  large  as  its  closest  com- 
petitor, and  in  diversification  it  is  way 
ahead  of  the  rest  of  the  industry. 
\imost  alone  in  the  textile  industry 
Burlington  applies  modern  manage- 
ment skills  to  the  operation  of  a  com- 
pany big  enough  to  afford  a  first-class 
staff  organization.  All  this  has  been 
reflected  in  a  return  on  equity  figure  on 
the  Profitability  Yardsticks  that  is  re- 
^pectable  by  the  standards  of  almost 
any  industry.  But  even  Burlington  was 
hard  hit  last  year.  On  a  modest  de- 
cline in  sales,  its  per-share  earnings 
slumped  by  25%. 

What  happened?  In  one  word,  "in- 
ventories"— inventories  at  both  ends. 
The  chief  raw  materials  for  today's 
textiles  are  the  various  synthetic  fibers. 
The  synthetic  fiber  industry — that  is. 
the  chemical  industry — vastly  over- 
expanded,  but  such  is  the  nature  of 
the  chemical  industry  that  it  pays  to 
cut  prices  rather  than  cut  production 
'or  pile  up  inventory.  So  the  chemical 


Innocent.  Miniskirts  were 
not  to  blame  for  the  textile 
slowdown:  What  the  minis 
take  off  the  bottom,  they  put 
hack  into  hems  and  frills; 
besides,  they  stimulated  buy- 
ing. What  did  hurt  the  textile 
industry's  sales  was  inven- 
tory reduction  by  customers. 


companies  slashed  fiber  prices.  Polyes- 
ter, for  example,  used  for  durable 
press  shirts  and  slacks,  sank  from  84 
cents  a  pound  to  58  cents  in  one  year. 
Now,  news  travels  fast  in  the  textile 
industry  and  among  its  customers,  and 
when  word  got  out  that  fiber  prices 
were  going  down,  textile  customers  in- 
sisted the  cuts  be  passed  on  to  them. 
In  an  industry  as  competitive  as  tex- 
tiles, the  customers  soon  get  their  way. 
The  mills  were  forced  to  take  losses  on 
the  higher-priced  raw  materials  that 
they  had  in  inventory  or  in  process. 

Production  Cut 

In  fact,  the  customers  were  not 
notably  anxious  to  buy.  Their  own 
inventories  were  in  need  of  some  shav- 
ing. Not  only  the  apparel  business  but 
home  furnishings  (rugs,  drapes,  up- 
holstery) were  sluggish  as  well,  which 
made  the  mills  especially  vulnerable 
to  customer  pressure  for  lower  prices. 

As  the  customers  became  more  re- 
luctant to  buy,  even  at  lower  prices, 
the  mills  cut  back  production,  from 
98%  of  capacity  in  mid-1966  to 
89%  in  mid- 1 967,  but  they  cut  back 
reluctantly.  (Production  was  up  to 
93.5%  by  late  1967.)  For  it  pained 
the  industry  not  to  use  all  that  shiny 
new  plant  and  equipment.  In  1966 
and  1967  it  had  lavished  over  $2  bil- 
lion on  new  facilities. 

"Over  five  years,"  said  Robert  S. 
Small,  president  of  Dan  River  Mills, 
"the  general  increase  in  textile  volume 
[sales]    was    8%    a    year.    This    was 


YARDSTICKS  OF  PERFORMANCE:  Textiles 

(Companies  are  listed  in  each  group  in  order  of  their  perforoiance  through  the  latest  available  12  months.) 


GROWTH 

(5-year  compounded  rate) 


Sales 

West  Point-Pepperell  5.2% 

Burlington  Industries  6.7 

Cone  Mills  3.8 

M.  Lowenstein  1.4 

J.P.  Stevens  7.1 

Cannon  4.1 

Dan  River  Mills  8.9 

United  Merchants  4.5 

Spnngs  Mills  3.5 

IN^lUSTRY   MEDIAN  4.5 


Group 
Rank- 
Earnings     ing 


16.9% 
11.1 
18.8 
19.8 
9.2 

10.3 

5.5 

6.9 

-  5.0 

10.3 


PROFITABILITY 


(5-year  average) 


Return 

on 
Equity 

Burlington  13.2% 

Cannon  10.4 

West  Point  10.8 

Dan  River  Mills       8.5 
United  Merchants   9.6 


Springs  Mills 
J.P.  Stevens 
Cone  Mills 
M.  Lowenstein 

INDUSTRY  MED. 


7.0 
8.4 
6.8 
5.0 
8.5 


Return 

on 
Capital 

9.9% 
10.4 
10.8 

8.0 

8.0 

5.6t 

7.0 

6.3 

4.0 

8.0 


Y 

Oper. 

Group 

Profit 

Rank- 

Margin 

ing 

13.3% 

>      1 

14.4 

1 

12.5 

2 

12.9 

3 

9.9 

4 

17.3 

5 

9.8 

6 

9.6 

7 

6.4 
1?5 

8 

TREND 

(latest  12  months  vs.  2-year  average) 


West  Point-Pepperell 
Burlington  Industries 
M.  Lov^enstein 
Cannon 
Cone  Mills 

J.P.  Stevens 
United  Merchants 
Dan  River  Mills 
Springs  Mills 

INDUSTRY   MEDIAN 


Earnings 
Gain 

-  2.6% 

-21.0 

-23.9 

-22.2 

-34.0 

-29.9 
-31.2 
-40.5 
-45.4 

-29.9 


Net      Group 
Profit     Rank- 
Margin*    Ing 


-0.1 
-1.1 
-0.4 
-1.8 
-0.8 

-1.2 
-1.2 
-2.1 

-3.4 

-1.2 


•Gaiii  or  loss  in  percentage  points.     tTwo-year  average. 


You  can  earn 


.  regardless  of  time 
funds  remain  in  account 

Dividends 
Compounded  Dail/ 

on  all  accounts  as  follows: 
funds  received  by  us  by  the 
10th  of  any  month  and  held 
to  the  end  of  the  quarter  earn 
from  the  1st.  Funds  received  by  the  10th  of  the 
month  and  withdrawn  before  the  end  of  the 
quarter  earn  from  the  date  of  receipt  to  the 
actual  date  of  withdrawal.  Funds  do  not  have 
to  remain  in  the  account  a  minimum  of  3  months. 


5 


g^    per  annum 
*y>j  base  rate 

ON  ALL  ACCOUNTS 

Current  Rate 

Equivalent  to 

per  annum  when  princf'- 
pal  and  dividends  remain 
in  the  account  one  year 
and  dividends  are  compounded  daily. 

On  New  Bonus  Accounts 

you  get  an  additional 

_    §     rtt     per  annum  on  accounts  held 

\l £L/0    36  months.   Bonus  accounts 

/  ^  must  be  opened   in   minimum 

amounts  of  $1,000  or  in  multiples  of  $1,000. 
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THE  TOP 

OF 

TOP 

MANAGEMENT 

82%  of  the  officers  of  Amer- 
ica's largest  corporations 
(those  with  assets  of  $75,- 
000,000  and  over)  indi- 
cate regular  readership  of 
FORBES  (at  least  3  out  of 
4  issues). 
Source:  Erdos  &  Morgan,  11/67 


about  twice  the  national  average  for 
consumer  products — a  higher  rate  than 
the  industry  could  sustain  over  a  long 
period.  There  had  to  be  a  correction." 
All  things  considered,  it  was  surprising 
that  the  correction  wasn't  even  worse 
— considering  that  the  industry  had 
been  expanding  as  if  it  thought  the  8% 
gains  would  go  on  forever. 

As  it  was,  the  correction  was  bad 
enough.  Burlington  fell  out  of  first 
place  in  1966  to  second  on  the  cur- 
rent Growth  Yardstick.  It  was  espe- 
cially vulnerable  because  65%  of  its 
sales  dollars  come  from  synthetic  fab- 
rics. Earnings  suffered  additionally 
from  start-up  costs.  "Our  seven  new 
mills  were  a  relatively  substantial  drain 
on  earnings  in  1967,"  said  Burlington's 
President  Charles  F.  Myers  Jr.  Never- 
theless, Burlington's  earnings  decline 
was  less  than  others,  so  it  moved  up 
two  places  in  Trend,  to  second. 

Synthetics  were  less  of  a  factor  at 
J.P.  Stevens  &  Co.,  where  they  repre- 
sented 58%  of  the  fibers  used,  but 
Stevens  suffered  too  last  year:  sales 
(for  fiscal  1967  ended  Oct.  28)  down 
1.4%;  earnings  down  33%.  Stevens 
failed  to  improve  its  middle-of-the- 
road  position  on  any  Yardstick.  Pres- 
ident Robert  T.  Stevens  blamed  im- 
ports. He  had  a  point.  Textile  import 
quotas  are  on  cotton,  not  synthetics, 
and  lower  fiber  prices  helped  foreign 
synthetic-fabric  producers  at  least  as 
much  as  American. 

Shell-Shocked 

But  companies  still  devoted  to  cot- 
ton (Cone  Mills  80%,  Lowenstein 
55%,  Dan  River  50%)  did  as  poorly 
— or  worse — in  sales  and  earnings  as 
did  the  major  converts  to  synthetics. 
Lowenstein's  nine-month  drop  of  38% 
in  earnings  with  a  7%  drop  in  sales 
kept  it  at  the  bottom  of  Ihe  Profitabil- 
ity Yardstick.  President  Robert  A. 
Bendheim  explained:  "I  would  say 
that  the  broad-woven  fabrics  [piece 
goods]  were  hardest  hit  in  1967,  and 
we  do  specialize  in  the  broad-woven 
fabrics."  He  added:  "We  realize  that 
some  of  our  earnings  relative  to  oth- 
ers in  the  industry  have  been  on  the 
low  side  {see  Profitability  Yardstick]. 
We  have  tried  to  strengthen  our  man- 
agement organization  and  change  our 
product  mix — make  various  capital 
expenditures  in  areas  that  should  give 
us  better  returns  in  the  future." 

Lowenstein  continues  to  move  away 
from  cotton,  which  was  used  in  76% 
of  its  fabrics  in  1965.  In  addition  to 
synthetics,  it  uses  fiber  glass  and  me- 
tallic fibers. 

Cone  Mills,  on  the  other  hand, 
plans  to  stick  with  cotton  fiber  al- 
though synthetics  are  making  inroads 
because   of  blended   goods.   "We   got 


caught  in  a  cost-price  squeeze,"  Pres- 
ident Lewis  S.  Morris  said.  "But 
we're  getting  our  prices  up."  Cone's 
nine-month  sales  decline  of  9%  and 
earnings  decline  of  52%  pushed  it 
eveft  lower  in  Profitability  and  Trend. 

A  comeback  in  1968  is  doubtful. 
While  synthetics  prices  have  been  go- 
ing down,  cotton  prices  have  been 
going  up,  which  puts  cotton  at  even 
more  of  a  competitive  disadvantage 
than  formerly.  "Frankly,  I'm  shell- 
shocked  about  the  way  cotton  prices 
have  been  going  up  every  week," 
Morris  said.  "There's  going  to  be  a 
shortage  of  cotton — meaning  still 
higher  prices — until  the  1969  crop." 

Dan  River,  with  a  50-50  breakdown 
between  cotton  and  synthetics,  fared 
no  better.  At  the  end  of  nine  months 
it  had  a  12%  decline  in  sales  and  a 
54%  decHne  in  earnings. 

Not  Textiles  Alone 

United  Merchants  &  Manufacturers 
is  a  company  that  long  ago  did  di- 
versify, at  least  partially,  out  of  tex- 
tiles, but  had  little  to  show  for  it.  The 
company  for  many  years  has  run  Rob- 
ert Hall  Clothes,  a  400-store  chain  of 
clothing  stores.  UM&M  boasts  of  Rob- 
ert Hall's  low  prices,  but  the  parent 
company  itself  has  little  to  boast 
about.  Its  Growth  ranking  was  about 
average  for  the  textile  industry;  its 
Profitability  was  average,  its  Trend 
showing  slightly  below  average. 

What  was  wrong  with  UM&M? 
It's  hard  to  say.  It  is  probably  one  of 
the  most  close-mouthed  companies 
still  listed  on  the  New  York  Stock  Ex- 
change. The  Schwab  family  runs  the 
company  with  an  iron  hand  (Jacob 
W.  Schwab  is  chairman,  his  son, 
Martin  J.  Schwab,  is  treasurer).  In 
addition  to  textile  manufacturing  and 
retailing,  UM&M  is  in  factoring  and 
textile  distribution.  How  much  of  its 
$600-million  volume  comes  from  each 
area?  That  is  something  of  a  mystery 
— to  the  more  than  27,000  outside 
stockholders  as  much  as  to  Wall  Street. 

As  1967  faded,  what  were  textile's 
prospects  for  1968?  Not  remarkably 
good.  In  what  had  not  even  been  a  true 
slowdown,  let  alone  a  recession  in  the 
economy,  textiles  took  a  beating.  The 
economy  sneezed,  the  textile  industry 
had  to  call  the  doctor.  Textiles  was 
one  of  the  few  businesses  going  where 
a  number  of  stocks  still  sold  below 
book  value:  Lowenstein,  Cannon 
Mills,  Springs  Mills,  Cone,  UM&M. 

Selling  to  some  of  the  toughest  cus- 
tomers there  are,  the  over  expanded 
industry's  chances  for  more  than  a 
modest  improvement  in  1968  are 
not  good.  But  the  textile  industry  can 
be  made  profitable:  Burlington  has 
shown  the  way.  ■ 


I 


Natural  Gas 


The  boom  days  are  over,  but  prospects  are  good. 


The  natur.\l  gas  industry  in  1967 
was  on  the  same  slightly  upward-slant- 
ing plateau  of  the  past  few  years.  For 
example,  last  year's  median  sales  in- 
crease was  a  little  below  that  of  1966, 
at  5.7%  vx  1966"s  8.1%:  but  the 
median  earnings  increase  was  a  bit 
higher,  at  8.2%   vs.  7.4%. 

As  for  this  year,  an  industry  as 
subject  to  regulation  as  natural  gas 
naturally  worries  about  the  economy 
in  general  and  the  Federal  Govern- 
men'  in  particular.  Said  Francis  H. 
Crissman,  Columbia  Gas  System's  fi- 
nancial vice  president:  "I  think  1968 
will  be  a  good  year,  but  I'm  worried 
about  federal  spending  and  the  lack 
of  a  tax  cut — both  of  which  lead  to 
inflation  and  give  us  major  trouble 
because  of  our  fixed  rates — and  the 
cost  of  money." 

Two  other  things  hurting  natural 
gas  are  the  tight  mortgage-money 
market,  which  trims  housing  starts, 
and  the  threat  of  Congressional  action 
on  pipeline  safety,  stirred  up  by  safety 
gadfly  Ralph  Nader.  But  what  form 
the  safety  measures  might  take  no  one 
yet  knows,  much  less  what  they  might 
cost. 

On  the  good  side,  late  last  year 
the  Atomic  Energy  Commission,  the 
Interior  Department  and  El  Paso  Nat- 


ural Gas  jointly  set  off  a  successful 
underground  atomic  blast — Operation 
Gasbuggy — designed  to  jar  gas  loose 
from  the  tight-packed  sands  of  New 
Mexico's  San  Juan  Basin.  Across  the 
country,  such  sands  contain  perhaps 
300  trillion  cubic  feet,  which  is  more 
than  all  the  present  known  U.S.  re- 
serves combined. 

Pollution  Push? 

But  the  industry's  period  of  ram- 
pant growth  is  over.  Pipelines  already 
crisscross  the  nation,  and  future  earn- 
ings gains  will  come  from  cost  re- 
ductions, diversification  and  a  larger 
share  of  the  total  energy  market. 
Since  World  War  II  natural  gas  has 
increased  its  energy  market  share  from 
12%  to  over  30% — mostly  at  coal's 
expense.  Over  the  same  period,  oil 
went  from  30%  to  almost  40%,  coal 
from  50%    to  23%. 

Some  gas  executives  expect  a  new 
push  for  their  industry  from  a  new 
factor  on  the  American  scene — air 
pollution  control.  Late  last  year  the 
Federal  Power  Commission  permitted 
Consolidated  Edison  to  generate  elec- 
trical power  with  gas  in  New  York 
City  in  order  to  reduce  air  pollution. 
But  Panhandle  Eastern  Pipe  Line 
President    William    (King)     Sanders, 


whose  company  operates  a  system 
from  the  Texas  and  Gulf  fields  north 
to  Michigan,  has  his  doubts  about  gas 
displacing  coal  or  oil  for  electric  power 
in  the  near  future,  despite  the  furors 
about  pollution.  "It's  using  a  superior 
fuel  for  an  inferior  use,"  he  said. 

Sanders'  company  slipped  from  first 
to  second  in  the  Growth  Yardsticks  last 
year  vs.  1966,  mainly  because  South- 
ern Natural  Gas  Co.  showed  a  big  spurt 
in  earnings  over  the  past  five  years. 
Panhandle  stayed  on  top  in  Profitabil- 
ity and  moved  up  from  fifth  to  third  in 
Trend,  due  largely  to  increases  in  the 
pipe-line  system,  and  in  spite  of  an  or- 
dered cut  in  rates  on  the  FPC-regu- 
lated  part  of  the  system  that  went  into 
effect  last  year.  Sanders  naturally  is 
bullish  about  Panhandle's  future:  "Our 
market  area  is  the  best  in  the  country 
for  growth,"  he  said.  Moreover,  Pan- 
handle's huge  reserves  of  gas  along  its 
lines  enable  it  to  sell  more  of  its  gas 
intrastate — thus  escaping  price  struc- 
tures of  the  FPC — than  any  other  ma- 
jor company. 

It's  Tricky  Outside 

Southern  Natural  continued  to  main- 
tain its  top  Yardstick  standings.  It  is 
No.  One  in  Growth  and  Trend,  de- 
spite  the  Arab-Israeli   war  last  June, 


YARDSTICKS  OF  PERFORMANCE:  Natural  Gas 

(Companies  are  listed  in  each  group  in  order  of  their  performance  through  the  latest  available  12  months.) 


GROWTH 

(5-year  compounded  rate) 


Group 
Rank- 
Sales        Earnings     ing 


PIPELINES 

Southern  Nat.  Gas 
Panhandle  Eastern 
Northern  Nat.  Gas 
Transcont.  Gas 

Texas  Eastern 
Texas  Gas  Trs. 
El  Paso  Nat.  Gas 


6.9% 
7.5 
9.3 
5.9 

6.7 
5.3 
3.2 


14.0% 

9.4 

9.3 
12.2 

8.7 
8.1 
3.9 


1 
2 
3 
3 

4 
5 
6 


INTEGRATED  &  DISTRIBUTING  COS. 

American  Nat.  Gas  7.7  7.6 

Peoples  Gas  5.5  8.3 

Consolidated  Nat.  Gas       3.9  8.9 

Columbia  Gas  4.1  7.1 

Lone  Star  Gas  7.1  4.9 

Pacific  Lighting  4.7  6.6 

United  Gas  3.6  4.8 

INDUSTRY  MEDIAN  5.7  8.2 

•Gain  or  loss  in  percentage  points.  tNo  change. 


PROFITABILITY 

(5-year  average) 


Return       Return        Oper.    Group 
on  on  Profit    Rank- 

Equity      Capital      Margin**  ing 


7.5%  17.5%  1 

5.6  20.1  2 

8.8  12.4  3 

6.3  15.4  4 


Panhandle  East.  19.8% 

Transcont.  Gas  14.9 

Southern  N.G.  14.9 

Northern  N.G.  11.1 

Texas  Eastern  13.0         5.5        15.5       5 

El  Paso  Nat.  Gas  9.9         4.7        15.8        6 

Texas  Gas  Trs.  10.8         6.1        12.3        6 


Peoples  Gas  12.1  6.6  16.9  1 

American  N.G.  11.9  5.9  17.3  2 

Lone  Star  Gas  10.8  6.4  15.4  3 

Columbia  Gas  10.4  6.0  14.3  4 

Cons.  Nat.  Gas        8.7  6.0  11.7  5 

United  Gas             9.5  5.5  11.5  6 

Pacific  Lighting      9.2  5.8  9.8  7 

INDUSTRY  MEO.  11.0  6.0  15.4 

After  depreciation  and  taxes. 


TREND 


(latest  12  months  vs.  2-year  average) 


Southern  Nat.  Gas 
Transcont.  Gas 
Northern  Nat.  Gas 
Panhandle  Eastern 

Texas  Eastern 
Texas  Gas  Trs. 
El  Paso  Nat.  Gas 


Lone  Star  Gas 
Peoples  Gas 
Columbia  Gas 
United  Gas 

American  Nat.  Gas 
Pacific  Lighting 
Cons.  Nat.  Gas 

INDUSTRY  MEDIAN 


Earnings 
Gain 


24.5% 
11.2 
15.2 
10.7 

11.5 

3.9 

-  9.5 


7.8 

10.3 

7.1 

6.9 

6.5 

4.5 

-  1.6 

7.5 


Net  Group 
Profit  Rank- 
Margin*    ing 


1.6 
t 
-0.4 
0.2 

-0.3 
-0.1 
-1.1 


0.5 
0.4 
0.3 
0.1 

-0.2 

-0.3 

-0.3 

t 


1 
2 
3 
3 

3 
4 
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which  briefly  stalled  Middle  East  op- 
erations its  87% -owned  Offshore  Co., 
the  world's  largest  offshore  drilling 
operation.  Offshore  also  had  to  halt  op- 
erations in  the  North  Sea  to  improve 
equipment.  For  all  that,  the  parent 
company's  big  earnings  gain  came  less 
from  increased  natural  gas  sales  (al- 
though Southern  Natural  extended  its 
lines  into  the  profitable  Chattanooga 
area)  than  from  the  increases  posted 
by  such  subsidiaries  as  Offshore,  thus 
proving  again  that  the  most  successful 
pipelines  are  those  with  unregulated 
but  profitable  subsidiaries. 

On  the  other  hand,  Texas  Gas  Trans- 
mission found  itself  harassed  because 
of  the  losses  posted  by  its  Kentucky 
Electronics  subsidiary,  which  sent  the 
parent  company  from  the  top  of  the 
Trend  Yardsticks  in  1966  nearly  to 
the  bottom  among  pipeliners  in  1967. 
The  company  insists  that  its  recession 
is  temporary.  Its  Crestwave  Offshore 
Services  made  its  first  earnings  con- 
tribution in  the  second  quarter  of 
1967,  and  at  year's  end  President 
W.M.  Elmer  announced  an  agreement 
to  merge  with  American  Commercial 
Lines,  the  nation's  largest  common- 
carrier  barge  line — all  part  of  Elmer's 
plan  to  build  the  company's  nongas 
subsidiaries  to  at  least  50%  of  earn- 
ings vs.  last  year's  22%. 

Houston's  Transcontinental  Gas 
Pipe  Line  moved  up  in  the  Yard- 
sticks last  year.  As  President  James 
B.  Henderson  pointed  out,  Transco 
is  one  of  the  major  suppliers  to  the 
great  northeast  megalopolis,  which  has 
only  about  44%  market  saturation, 
as  compared  with  75%  and  more  in 
some  midwestern  and  western  areas. 
To  strengthen  its  position  in  the 
Northeast,  last  year  Transco  took  on 
an  additional  $125  million  in  debt  to 
add  some  170  million  cubic  feet  of 
daily  pipeline  capacity.  Another  $100 
million  is  to  be  spent  this  year  to  add 
another  170  million  cubic  feet. 

Northern  Natural  Gas  President 
Willis  A.  Strauss  could  point  to  gains 
in  both  Profitability  and  Trend  last 
year,  despite  an  FPC-ordered  settle- 
ment that  required  the  company  to 
apply  tax  savings  from  accelerated 
depreciation  to  an  $1 1.4-million  retro- 
active rate  reduction.  Added  Strauss, 
'The  industry  has  a  number  of  things 
going  for  it  in  the  battle  for  share  of 
the  energy  market,  and  one  thing  is  our 
past  track  record.  Our  theoretical  po- 
tential of  the  market,  of  course,  is 
100%,  but  that  is  totally  unrealistic. 
Nonetheless,  in  share  of  market  and  in 
a  relatively  short  time  we  have  gone 
from  almost  zero  to  over  30%." 

Texas  Eastern  Transmission  pro- 
duced an  estimated  8%  profit  .idvance 
in    1967  helped  bv  the  acquisition  of 


Transwestern  Pipeline.  But  a  number 
of  factors  kept  El  Paso  Natural  Gas 
on  the  bottom  of  the  Yardsticks — for 
example,  a  venture  into  nylon  produc- 
tion by  34% -owned  Beaunit  Corp. 
(with  which  El  Paso  will  soon  merge), 
and  the  court-ordered  divestiture  of  its 
Pacific  Northwest  properties,  a  1,500- 
mile  pipeline  worth  an  estimated  S250 
million.  In  fact.  El  Paso's  experience 
with  Beaunit,  plus  Texas  Gas  Trans- 
mission's problems  with  Kentucky 
Electronics,  suggest  that  pipeliners  di- 
versify into  fields  that  are  not  directly 
related  to  their  own  basic  business  at 
their  own  peril. 

Hot  &  Cold 

But  the  integrated  and  distributing 
companies  felt  the  lure  of  diversifi- 
cation as  much  as  the  pipeline  com- 
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Gas  transmission  companies 
are  not  getting  the  good  growth 
they  enjoyed  in  the  Fifties.  That 
is  why  many  companies  are 
diversifying. 

Pipeline  Milage 
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panics,  and  for  the  same  basic  reason 
— the  need  to  get  away  from  the 
heavy  seasonal  swing  of  demand.  This 
is  why  the  whole  industry  is  driving 
for  new  gas  uses,  from  patio  cooking 
and  ornamental  old-fashioned  lawn 
lamps  to  total  energy  packages  that 
power  entire  housing  and  commercial 
developments.  But  these  diversifica- 
tions are  in  areas  that  are  closely  allied 
to  the  parent  company's  main  business. 
This  goes  too  for  such  successful 
distributing  companies  as  Peoples  Gas 
Light  &  Coke  Co.  of  Chicago,  at  the 
top  of  all  three  Yardsticks.  "We've 
got  to  get  much  more  flexibility  for 
diversification,"  says  Peoples'  Chair- 
man Remick  McDowell.  "We're  op- 
erating on  a  charter  that  goes  back 
to  1855.  Now,  it  gives  us  one  thing 
we  don't  want  to  lose — a  perpetual 
franchise  to  use  the  streets  of  Chicago. 
But  the  charter  also  restricts  very 
much  the  kind  of  business  we  can  do. 
So  what  we  are  doing  is  establishing 
a  new  publicly  owned  parent  corpora- 
tion to  be  cnjpri  tho  Ppnnlp<;  ("in*:  Cn 


which  will  include  the  present  com- 
pany with  its  perpetual  charter,  but 
will  give  us  room  to  maneuver." 

President  Ralph  T.  McElvenny  of 
American  Natural  Gas,  which  is  not 
far  below  Peoples  in  the  Yardsticks, 
is  more  bullish  than  McDowell.  "Last 
-year  was  a  good  year  for  the  industry 
as  a  whole,"  he  said,  "and  our  own 
system  showed  substantial  increases. 
Our  biggest  expansion  is  the  1,000- 
mile  Great  Lakes  Gas  Transmission 
line  (co-owned  with  Trans-Canada 
Pipe  Lines)  of  which  157  miles  has 
been  done,  but  the  whole  thing  will 
be  finished  by  the  end  of  this  year. 
Of  course,  there  is  a  weakness  in  the 
whole  utility  market  due  to  higher 
taxes  and  a  lag  in  rate  increases  to 
keep  up  with  costs,  but  one  big  favor- 
able factor  is  the  high  conversion  rate 
to  gas  in  new  homes,  schools,  apart- 
ments and  industry." 

Poor  to  Fair 

Pacific  Lighting,  the  nation's  larg- 
est gas  distributing  company,  contin- 
ued at  the  bottom  of  the  Yardsticks, 
despite  its  fast-growing  Southern  Cali- 
fornia service  area.  Again,  it  is  a  com- 
pany caught  in  the  middle.  In  its  area, 
almost  every  home,  old  and  new,  is 
gas-heated,  but  home-building  is  bad- 
ly off.  Further,  increased  gas  deliv- 
eries from  El  Paso,  the  company's 
chief  supplier,  were  being  held  up 
while  the  FPC  studied  the  need  for 
new  facilities.  These,  however,  were 
early-in-the-year  difficulties,  and  ac- 
cording to  President  R.H.  Hornby, 
had  been  solved  by  the  end  of  1966. 
Pacific's  only  rival  for  low  spot  in  the 
Yardsticks  is  United  Gas,  which  con- 
tinued to  flounder  as  its  projected 
merger  with  Pennzoil  marked  time. 

By  contrast.  Lone  Star  Gas  leaped 
from  bottom  to  top  of  the  Trend 
Yardsticks  in  one  year — but  only  be- 
cause its  previous  record  had  been  so 
dismal.  It  was  another  lesson  in  the 
dangers  of  diversification:  Lone  Star's 
fertilizer  subsidiary,  Nipak,  Inc.,  was 
showing  only  a  "modest"  profit  in- 
crease after  a  long  period  of  difficulty. 

Consolidated  Natural  Gas — a  vast 
holding  company  operating  in  the 
Pennsylvania-West  Virginia-Ohio  area 
— and  its  closest  geographical  com- 
petitor. Columbia  Gas  System,  were 
still  almost  neck-and-neck  in  the  Yard- 
sticks, though  Consolidated  dropped 
from  second  (in  1966)  to  sixth  in 
Trend.  Consolidated  in  particular  is 
a  company  that  is  tied  to  the  growth 
of  the  nation  and  the  economy,  since 
saturation  of  usage  is  almost  total  in 
its  heavily  industrialized  service  areas, 
and  performance  depends  in  large 
part  on  the  state  of  the  iron  and  steel 
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New  technologies  and  computer  talk  will  help  in  the  long  run,  but  AT&T  was  bogged  down  in 
V^ashington  last  year,  while  the  big  independent  phone  companies  feasted  on  new  acquisitions. 


While  American  Telephone  &  Tele- 
graph was  fighting — and  losing — the 
Battle  of  Washington  for  its  8.5% 
rate  of  return,  the  big  independent 
telephone  companies  were  out  beating 
the  bushes  for  new  acquisitions.  The 
results:  The  independents  dramati- 
cally outperformed  Mother  Bell  in 
the  Yardsticks.  Except  for  Profitability 
where  AT&T  edged  out  General  Tele- 
phone by  a  hair,  it  was  a  clean  sweep 
for  the  independents.  They  were 
helped  by  their  acquisitions,  usually 
in  faster-growing  suburban  and  rural 
areas,  and  by  debt  ratios  from  25  to 
50  points  higher  than  AT&T's. 

The  only  poorer  Yardsticks  perform- 
er was  beleaguered  Western  Union,  in 
a  period  of  painful  transition  from 
telegrams  to  specialty  communications 
networks.  Its  earnings  fell  by  almost 
a  third  in  the  first  nine  months,  de- 
spite rising  revenues,  as  it  was  forced 
to  pay  through  the  nose  for  a  large 
capital  budget.  Comsat,  which  only 
last  March  issued  its  first  conventional 
financial  statement  (and  therefore  has 
not  yet  acquired  Yardstick  status), 
extended  its  commercial  operations 
by  launching  a  second  satellite  over 
the  Atlantic  and  two  over  the  Pacific. 
Though  its  satellite  operations  contin- 
ue to  lose  money,  the  company  was 
in  the  black,  thanks  to  $159  million 
out  on  short-term  loan. 

Worse  Tomorrow? 

.When  the  Federal  Communications 
Commission  cut  AT&T's  allowable 
rate  of  return  to  7%-7.5%  last  June, 
the  company  faced  a  hard  choice: 
either   suffer    a   decline    in    per-share 


earnings,  or  compensate  by  increas- 
ing its  debt  ratio  from  33%  to  40%. 
It  chose  the  latter,  although  the  tim- 
ing could  not  have  been  worse.  Last 
year  capital  market  rates  skyrocketed 
to  such  heights  that  AT&T  was  forced 
to  pay  over  6%  for  new  money. 

Even  after  the  FCC  modified  its 
decision,  by  restoring  $544  million  to 
the  rate  base  and  emphasizing  that  its 
return  limit  was  not  inflexible,  AT&T 
came  through  1967  at  flat  bottom. 
With  nine-month  earnings  up  less 
than  2%,  the  stock  fell  to  levels  not 
seen  for  five  years.  The  fourth-quar- 
ter results  were  better,  but  more  FCC 
investigations  are  in  the  works. 

For  example,  an  inquiry  is  now  in 
progress  into  the  rates  charged  for 
various  AT&T  services  including  its 
TWX  teletype  service.  AT&T  has  been 
accused  of  making  the  rates  unduly 
low  to  put  the  squeeze  on  Western 
Union's  competing  but  much  smaller 
Telex  system.  The  FCC  has  already 
suggested  that  AT&T  sell  TWX  to 
Western  Union,  which  would  give  the 
latter  a  major  shot  in  the  arm. 

But  AT&T  Chairman  Haakon  I. 
Romnes  demurred,  though  TWX  com- 
prises o/ily  about  0.5%  of  company 
revenue.  'The  potential  of  TWX  is 
extremely  important,"  he  said,  "and 
could  mean  a  lot  in  the  increasingly 
important  field  of  data  transmission. 
We  developed  the  system  in  the  early 
Thirties  and  invited  Western  Union 
to  join  us.  They  said,  'No.'  So  we  went 
ahead  and  made  it  into  a  profitable 
business.  Now  they  come  back  and 
say,  'You  ought  to  sell  it  to  us.'  We 
are   holding   discussions   anyway,   be- 


cause it  may  be  in  the  public  interest  to 
have  a  single  operation  of  all  teletype 
exchange  services.  If  it  is,  we  won't 
stand  in  the  way  of  selling  TWX.  But 
we're  not  convinced  yet." 

The  final  phase  of  the  FCC  inquiry 
will  cover  prices  paid  by  the  Bell 
System  for  equipment  bought  from 
Western  Electric,  AT&T's  manufactur- 
ing arm.  Right  now  AT&T  earns  al- 
most 10%  on  its  investment  in  West- 
ern Electric.  It  has  been  suggested 
that  Western  Electric's  rate  of  return 
should  be  more  in  line  with  that  of 
the  parent  company — even  though, 
says  Romnes,  "AT&T  pays  about  50% 
less  than  we  would  pay  anywhere  else 
on  earth  for  our  equipment." 

Would  AT&T  divest  itself  of  West- 
ern Electric  if  its  return  on  invest- 
ment were  limited?  Retorted  Romnes. 
"A  spin-off  of  Western  Electric  will 
never  occur.  We  need  the  company  be- 
cause of  its  service  to  AT&T,  not  for 
its  earnings.  It's  because  of  the  three- 
way  association  between  AT&T  and 
Bell  Labs  that  Western  Electric  is 
great.  In  the  long  run,  it  wouldn't  help 
the  stockholders  either,  because  when 
Western  Electric  prospers  we  prosper, 
and  vice  versa." 

Nimble  Does  It 

Paradoxically,  the  independents 
would  never  have  been  able  to  turn 
in  such  superior  records  but  for  Moth- 
er Bell's  example.  The  huge  invest- 
ment in  plant  needed  to  provide  the 
Bell  System  efficiency  that  customers 
demand  has  become  too  heavy  a  finan- 
cial burden  for  little  phone  companies. 
As  a  result,  almost  300  of  them  were 
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YARDSTICKS  OF  PERFORMANCE:  Telephone  &  Telegraph 

(Companies  are  listed  in  each  group  in  order  of  their  performance  through  the  latest  available  12  months.) 


GROWTH 

(Syear  compounded  rate) 


Group 

• 

Rank- 

Sales 

Earnings 

ing 

Continental  Telephone 

84.2% 

24.3% 

1 

Continental  Tel. 

General  Telephone 

12.7 

13,2 

2 

United  Utilities 

United  Utilities 

24.1 

7.3 

3 

AT&T 

AT&T 

7.2 

4.9 

4 

Gen.  Telephone 

Western  Union 

3.2 

0.4 

5 

Western  Union 

Comsat 

** 

** 

Comsat 

INDUSTRY   MEDIAN 

12.7 

7.3 

INDUSTRY  MED. 

PROFITABILITY 


(5-year  average) 


Return 

on 
Equity 

21.9% 
14.3 

9.7 
13.7 

5.7 

** 

13.7 


Return 

on 
Capital 

9.8% 

7.0 

7.3 

7.0 

4.5 


Oper. 
Profit 

Margint 

20.9% 
23.6 
17.5 
16.1 
6.1 


Group 
Rank- 
ing 

1 
2 
3 
4 
5 


7.0        17.5 


TREND 

(latest  12  months  vs.  2year  average) 


Continental  Telephone 
United  Utilities 
General  Telephone 
AT&T 

Western  Union 
Comsat 

INDUSTRY   MEDIAN 


Earnings 
Gain 

13.8% 

9.9 

7.2 

3.9 

-23.5 


Net      Group 
Profit     Rank- 
Margin*    ing 


7.2 


0.1 

0.6 

-0.2 

-0.7 

-0.8 

-0.2 


•Gain  or  loss  in  percentage  points.     tAfter  depreciation  and  taxes.     "No  comparison  possible. 
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"...  And  Much  More."  There  are  those  who  think  that  satellites  will 
soon  make  conventional  communications  channels  like  undersea  cables 
obsolete.  But  AT&T  thinks  that  swelling  demand  will  require  both — 
plus  laser  channels.  "The  time  for  lasers  hasn't  come  yet,"  AT&T 
Chairman  H.I.  Romnes  said.  "I  don't  know  when  the  time  will  come, 
perhaps  ten  years  from  now,  but  in  the  long  run,  we're  going  to  need 
lasers — and  much   more — to   meet   the    world's   communications   needs." 


gobbled  up  last  year  by  the  big  inde- 
pendents. Nevertheless,  the  demand 
was  so  great  that  some  buyers  were 
paying  40  to  60  times  earnings. 

Last  year's  most  successful  buyer 
(71  acquisitions)  was  Continental 
Telephone,  which  appears  for  the  first 
time  in  Forbes  Annual  Report  on 
American  Industry.  "I  believe  we  are 
in  a  critical  phase  in  the  telephone 
business,"  Chairman  Charles  Wohl- 
stetter  told  Forbes  last  summer  (July 
/).  "In  the  next  two  or  three  years 
the  period  of  acquisitions  will  be  over. 
And  if  you  haven't  acquired  by  then, 
forget  it." 

Born  in  1961,  Continental  has 
grown  like  a  weed  to  become  the 
U.S.'  fourth-biggest  phone  holding 
company  with  assets  of  over  $600  mil- 
lion. Helped  by  the  leverage  of  its 
high  debt  ratio  (never  less  than 
75%,  and  last  year  almost  80%),  the 
company's  earnings  have  kept  pace 
with  its  growth  in  size.  Earnings  were 
up  almost  16%  last  year  on  $124-mil- 
lion  revenues  from  1.2  million  phones, 
almost  double  the  660,000  in  service  a 
year  earlier.  Continental  also  entered 
phone  equipment  manufacturing  a 
year   ago   by   buying   two   companies 
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Wohlstetter  expects  Continental  to 
acquire  approximately  100,000  tele- 
phones this  year,  out  of  the  2  million 
or  so  still  held  by  1,700  small  non- 
affiliated phone  companies,  and  to 
maintain  that  rate  for  the  next  few 
years.  But  even  without  acquisitions, 
he  felt  that  Continental  would  have 
2  million  phones  by  1971,  with  phone 
revenues  of  $300  million  and  manu- 
facturing sales  of  $75  million. 

Troubles,  TV  &  Other 

While  General  Telephone  &  Elec- 
tronics, king  of  the  independents, 
turned  in  a  creditable  Yardsticks  per- 
formance, 1967  was  still  a  disappoint- 
ing year.  Ordinarily,  GT&E's  enviable 
diversification,  with  almost  60%  of 
revenues  coming  from  manufacturing, 
would  keep  earnings  moving  despite 
problems  in  a  single  sector. 

But  last  year  GT&E's  biggest  manu- 
facturing subsidiary,  Sylvania,  was  af- 
fected by  the  industrywide  color-TV 
slowdown.  As  a  result,  the  company's 
earnings  and  sales  from  manufactur- 
ing were  down,  which  largely  offset 
earnings  and  revenue  gains  from 
phone  operations. 

United  Utilities,  the  nation's  second- 


dent  Paul  H.  Henson  was  growing  in- 
creasingly impatient  about  the  price  of 
new  acquisitions.  "Regardless  of  the 
brilliant  future  of  telecommunica- 
tions," he  said,  "there  is,  indeed,  such 
a  thing  as  a  company  paying  too  much 
for  the  assets  and  potential  profit- 
ability of  another  in  order  to  effect  a 
consolidation."  Nevertheless,  United, 
with  seven  acquisitions  under  its  belt, 
increased  its  phones  in  service  this 
year  by  about  600,000  to  1.5  million, 
and  kept  its  earnings  moving  on  a 
debt  ratio  of  slightly  under  60%. 

Approximately  SVz  years  after  it 
sold  its  common  stock,  Comsat's  wide- 
ly publicized  global  communications 
operations  continued  to  lose  money. 
But,  predicted  Chairman  James  Mc- 
Cormack,  "Next  year  our  operations 
will  definitely  begin  to  pay  for  them- 
selves. Actually,  we  are  surprised  and 
gratified  that  we  are  as  close  to  being 
in  the  black  as  we  are.  We  will  have 
the  world  flooded  by  the  time  the 
U.S.  investment  in  the  satellite  system 
reaches  $100  million." 

Comsat  has  spent  $59.5  million  of 
the  original  $196  million  that  it  raised 
to  get  four  satellites  and  three  earth 
stations  operating.  The  remaining 
money  is  earning  enough  at  short-term 
rates  to  keep  Comsat's  books  balanced. 
With  the  transatlantic  cables  now  oper- 
ating at  full  capacity  (AT&T  now 
leases  over  200  Comsat  circuits  across 
the  Atlantic),  the  future  is  beginning 
to  look  good  for  Comsat  international- 
ly. Much  of  the  speculation  in  Comsat 
stock,  of  course,  hinges  on  who  will 
own  and  operate  the  domestic  satellite 
system.  Comsat  claims  to  have  the  au- 
thority already  to  set  up  a  domestic  pi- 
lot system  as  a  prelude  to  a  more  com- 
plete four-satellite  system;  but  AT&T 
claims  the  common  carriers  should 
own  the  ground  stations. 

Over  the  longer  term,  the  future  of 
the  communications  industry  may  be 
influenced  less  by  who  owns  the  com- 
munications channels  and  facilities 
than  by  what  is  transmitted  over  them. 
The  present  emphasis  that  both  AT&T 
and  Western  Union  are  putting  on 
data  transmission  points  to  the  wave 
of  the  future.  Although  long-distance 
voice  transmission  goes  back  some  75 
years  vs.  only  ten  for  data  transmis- 
sion, last  year  AT&T's  long-distance 
circuits  carried  about  a  quarter  as 
much  data  communication  as  voice. 
By  1975  the  ratio  could  be  an  astonish- 
ing 20-to-l  in  favor  of  data. 

"People-talk,"  said  AT&T's  Romnes, 
"is  an  inefficient  way  of  transmitting 
information,  when  you  realize  the 
quantity  of  information  that  machines 
can  rip  through  in  a  short  time.  This 
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This  is  Panhandle  Eastern... 


where  our  business  is  moving  the  versatile  energy  of 
natural  gas  from  the  great  producing  areas  of  America 
to  millions  of  people,  safely,  reliably,  and  economically. 
Panhandle  Eastern  and  its  major  subsidiary,  Trunkline 
Gas  Company,  operate  a  12,000-mile  pipe  line  system 
to  transport  nearly  one  trillion  cubic  feet  of  natural  gas 
annually  to  a  market  area  of  22  million  people  in  12 
states  and  Canada.  The  primary  market  in 
Michigan.  Ohio,  Indiana,  Illinois  and  Missouri  constitutes 
only  seven  per  cent  of  the  land  area  of  the  continental 
United  States  but  comprises  20  per  cent  of  the  population 
and  accounts  for  30  per  cent  of  the  manufacturing  activity 
of  the  nation.  With  diversified  industry  and  cold  weather, 
this  is  outstanding  natural  gas  land. 

But  the  Panhandle  Eastern  System  is  more  -  it  is 
exploration  and  development  of  new  oil  and  gas 
reserves  through  Anadarko  Production  Company,  a 
wholly  owned  subsidiary  which  has  leaseholds  in  19 
states  and  Canada.  Affiliate,  National  Helium  Company, 


operates  the  world's  largest  cryogenic  facility  for  the 
conservation  of  helium  for  national  defense,  space,  and 
scientific  research.  And  we  are  growing  larger  in  the 
marketing  of  hydrocarbon  liquids  — propane,  butane, 
and  natural  gasoline. 

Panhandle  Eastern  is  a  diversified  natural  gas  system 
that  is  moving  at  a  fast  pace  with  assets  approaching 
one  billion  dollars.  Capital  expenditures  have  exceeded 
$100  Million  in  each  of  the  last  two  years  as  new  markets 
and  new  uses  for  natural  gas  are  developed  through 
intense  marketing  and  research  programs. 


Panhandle  Eastern 

Pipe  Line  Company 

Subsidiary:  Trunkline  Gas  Company 

Houston  ♦  New  York  •  Kansas  City 
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1967  was  an  odd  year  for  copper — mounting  problems 
for  the  producers,  a  banner  year  for  most  fabricators. 


"The  hell  if  I  know  when  it  will 
be  over.  I  never  expected  it  to  last 
this  long,"  growled  United  Steel  Work- 
ers' President  I.W.  Abel  on  the  115th 
day  of  the  copper  strike  that  began 
last  July. 

"As  I  see  it,  there's  nothing  moving 
that  would  lead  to  a  rapid  settlement. 
Absolutely  nothing  moving,"  said  Ana- 
conda's Chairman  Charles  Brincker- 
hoff  on  the  117th  day. 

By  mid-December  labor  and  man- 
agement still  faced  each  other  across 
a  40-cent-an-hour  abyss,  with  no  pros- 
pect  in  sight  of  an  early  settlement. 

In  the  circumstances,  the  strike, 
rather  than  the  general  ebb  in  demand 
and  the  slackening  in  fabricated  prod- 
ucts prices,  became  the  central  ele- 
ment in  the  fortunes  of  most  of  the 
industry's  major  producers. 

The  Politics  of  Economics 

In  most  years,  however,  the  Yard- 
stick performances  of  the  U.S.'  three 
big  producers.  Anaconda,  Kennecott 
and  Phelps  Dodge,  have  reflected  pret- 
ty directly  just  how  heavily  they  have 
depended  on  Chile  for  their  profits. 
In  the  past  few  years,  for  instance, 
when  the  Chilean  copper  price  soared 
to  astronomical  levels.  Anaconda  and 
Kennecott,  which  derive  58%  and 
18%  of  their  profits,  respectively,  from 
Chile,  were  able  to  transform  their 
sales  gains  into  sharply  dispropor- 
tionate  increases  in   earnings.   Phelps 


Dodge,  however,  which  depends  al- 
most solely  on  the  U.S.  market,  where 
prices  during  the  same  period  rose 
only  moderately,  succeeded  in  boost- 
ing its  earnings  only  slightly  faster 
than  sales  (see  Yardsticks). 

In  other  respects,  however,  the  ad- 
vantage rests  solidly  with  Phelps 
Dodge,  which  compounds  its  U.S. 
advantage  by  fabricating  most  of  its 
mine  output  itself  vs.  50%  for  Ana- 
conda and  20%  for  Kennecott.  In  the- 
ory, of  course,  Chile's  low-cost  mines 
ought  to  provide  a  higher  return  than 
those  in  the  U.S.  (and  certainly  Ana- 
conda's Chilean  mines  do  outperform 
its  marginal  U.S.  properties).  But  for 
years  now  Chile's  theoretical  advan- 
tages have  been  more  than  offset  by 
skyrocketing  taxation  and  bewilder- 
ingly  unpredictable  labor  disputes. 
Significantly,  U.S. -based  Phelps  Dodge 
has  the  highest  return  of  the  three, 
Anaconda  the  lowest  (see  Yardsticks). 

For  Anaconda,  its  Chilean  prob- 
lems were  presumably  somewhat  re- 
duced last  year  by  a  20-year  agree- 
ment that  guarantees  Anaconda  tax 
reductions  as  profits  begin  to  flow  in 
from  a  new  mine  that  it  is  developing 
in  partnership  with  the  Chilean  gov- 
ernment. But,  unlike  Anaconda,  Ken- 
necott has  had  enough.  For  some 
years  now  it  has  concentrated  its  ex- 
pansion in  the  U.S.,  and  last  year, 
having  sold  a  51%  interest  in  its 
Chilean  subsidiary  to  the  government. 


it  shot  off  in  another  direction  entirely 
with  the  proposed  acquisition  of  Pea- 
body  Coal,  the  U.S.'  No.  One  utility 
coal  producer. 

Last  year,  Chilean  production  failed 
to  provide  much  help  to  a  strikebound 
U.S.  copper  industry.  While  Phelps 
Dodge's  ninth-month  sales  fell  only 
4.4%,  Anaconda's  fell  10%  and  Ken- 
necott's  were  down  19%.  Because  of 
the  weakness  in  prices  and  because 
most  of  its  fabricating  operations 
were  closed  by  the  strike.  Anaconda's 
earnings  were  off  a  good  21%  vs. 
15%  for  Kennecott,  20%  for  Phelps 
Dodge,  both  of  which  managed  to 
keep  most  of  their  fabricating  opera- 
tions running,  Phelps  Dodge  doing  so 
on  high-cost  London  Metal  Exchange 
copper.  Anaconda's  1967  earnings 
were  high  enough,  however,  that  in  the 
Trend  Yardsticks  it  still  managed  to 
post  an  increase  over  the  average  of 
the  preceding  two  years. 

Unexpected  Blessings 

To  the  producers'  surprise,  how- 
ever, the  strike  failed  to  bring  about 
any  serious  shortage  of  copper.  Sup- 
plies were  abundant,  at  a  price,  on  the 
LME,  but  most  independent  fabri- 
cators were  filling  their  needs  out  of 
inventory  piled  up  in  anticipation  of 
the  strike  during  1966  and  the  first 
half  of  1967.  Better  still,  despite  mod- 
est declines  in  sales,  which  in  them- 
selves were  partly  a  reflection  of  lower 


YARDSTICKS  OF  PERFORMANCE:  Copper 

(Companies  are  listed  in  each  group  in  order  of  their  performance  through  the  latest  available  12  months.) 
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GROWTH 

(5-year  compounded  rate) 


PRODUCERS 

Anaconda 
Kennecott 
Phelps  Dodge 

FABRICATORS 

Scovill  Mfg. 
General  Cable 
Essex  Wire 
Revere  Copper  &  Brass 

INDUSTRY  MEDIAN 


Sales 


10.1% 
5.5 
10.9 


15.6 

15.2 

12.5 

7.4 

10.9 


ite) 
Earnings 

Group 
Rank- 
ing 

19.3% 

13.0 

12.4 

1 
2 
2 

26.2 
30.3 
25.7 
22.5 

1 

2 
3 

4 

22.5 

PROFITABILITY 

(5-year  average) 

Return       Return       Oper.    Group 
on  on  Profit    Rank- 

Equity       Capital      Margin     ing 


Phelps  Dodge 

Kennecott 

Anaconda 


General  Cable 
Essex  Wire 
Revere 
Scovill  Mfg. 

INDUSTRY   MEO. 


14.3% 
11.3 
7.8 


25.1 
20.7 
12.1 
10.1 
12.1 


14.3%    22.5%     1 

10.9       30.9       2 

7.4       21.5       3 


20.9 
17.r* 
10.0 
8.7 

10.9 


14.3 

11.0 

8.6 

8.8 

14.3 


TREND 

(latest  12  months  vs.  2-year  average) 


Anaconda 
Kennecott 
Phelps  Dodge 

Essex  Wire 
General  Cable 
Revere 
Scovill  Mfg. 

INDUSTRY  MEDIAN 


Earnings 
Gain 


4.7% 

-  0.3 

-  5.5 

50.6 
27.2 
24.1 

-  3.5 
4.7 


Net      Group 
Profit    Hank- 
Margin*    ing 


0.3 

1.0 

-1.6 

2.6 

1.8 

1.1 

t 

1.0 


1 
1 
2 

1 
2 
3 
4 


'Gain  or  loss  in  percentage  points.     tNo  change.     "Four-year  average. 
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prices,  both  General  Cable  and  Essex 
Wire  continued  to  report  rising  earn- 
ings as  both  companies  began  drawing 
on  copjjer  stocks  acquired  at  prices 
well  below  last  year's  sky-high  LME 
levels.  General  Cable's  nine-month 
earnings  rose  10%  on  a  3%  drop  in 
sales,  Essex  Wire's  soared  26%  on  an 
8%  sales  decline.  As  a  result,  except 
for  Scovill,  the  fabricators  in  the 
Forbes  group  posted  spectacular  gains 
in  the  Trend  Yardsticks. 

Thus,  strike-plagued  1967  did  little 
to  interrupt  the  tremendous  surge  of 
prosperity  that  swept  over  the  indus- 
try a  few  years  ago.  During  the  early 
Sixties  fabricating  profits  had  been 
eroded  badly  as  the  spread  between 
primary  and  fabricated  prices  nar- 
rowed sharply,  but  when  prices  be- 
gan to  rise  again  in  response  to  soar- 
ing demand,  fabricated  prices  rose  far 
more  rapidly  than  primary  prices.  The 
result  is  that,  in  the  Growth  Yard- 
sticks, the  fabricators'  performance 
has  been  impressive  indeed. 

In  earnings  growth,  as  in  Profitabil- 
ity {see  Yardsticks).  General  Cable 
and  Essex  Wire  easily  turned  in  the 
industry's  best  performances,  partly 
because  the  bulk  of  their  output  goes 
into  the  relatively  stable  electric  util- 
ity and  telephone  markets  and  partly 
because  during  the  early  Sixties  wire 
and  cable  prices  were  somewhat  less 
vulnerable  than  those  of  other  fab- 
ricated products. 

Scovill  and  Revere,  by  contrast, 
were  also  vulncrabk'  to  the  pricing 
problems  of  the  aluminum  industry. 
Revere,  at  least,  had  the  advantage 
of  being  integrated  (through  its  in- 
terest in  Ormet),  and  its  earnings 
have  responded  briskly  to  the  end  of 
write-offs  on  Ormet's  massive  con- 
struction costs.  Scovill,  on  the  other 
hand,  is  exposed  on  all  sides.  It  is 
not  integrated  in  either  copper  or 
afuminum.  It  produces  a  broad  line 
of  industrial  products,  such  as  tire 
valves  and  apparel  fasteners.  It  is  be- 
coming an  increasingly  important  fac- 
tor in  the  consumer  market — through 
its  Hamilton  Beach  and  Nutone  appli- 
ances (the  latter  acquired  last  Sep- 
tember). Last  year  all  of  these  mar- 
kets were  off,  and  Scovill's  nine-month 
earnings  fell  20%  on  a  9%  drop  in 
over-all  sales. 

All  things  considered,  the  fabri- 
cators had  come  through  1967  in  very 
good  shape.  But  obviously  they  cannot 
live  off  their  inventories  forever,  and 
if  the  strike  does  not  end  soon,  they 
may  face  the  same  sickening  profit 
declines  that  afflicted  the  producers' 
last-half  profits.  Leon  Fergenson,  presi- 
dent of  General  Cable,   said   grimly, 


The  copper  producers  couldn't  have  picked  a  better  time  than  July  15 
to  stand  up  to  union  demands.  Copper  demand  was  starting  to  drop. 
A  spate  of  new  mines  had  lifted  world  production.  All  in  all,  fabri- 
cators' surplus  stocks  had  soared.  Now,  though  these  stocks  are  still 
above  the  level  prior  to  mid-1966,  they  are  falling  rapidly  and  prices 
are  starting  to  climb  again. 
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The  Price.  Goin^  into  1967  the  jcihikators  had  huge  copper  inven- 
tories on  hand  as  a  strike  hedf^e  (see  chart  above).  This  partly  explained 
why  the  U.S.  Government  didn't  step  into  the  hitter  strike.  But  the  strike 
helped  pidl  up  copper  prices  on  the  world  exchange,  and  improved 
aluminum's  price  advantage  in  many  of  copper's  markets  (see  p.  130). 
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Building  Materials 


The  industry's  record  has  beer)  poor  these  many  years.  In  1967  there  was  an  excuse. 


It's  always  something.  The  build- 
ing materials  industry's  good  years  al- 
ways seem  to  be  ahead.  The  period 
since  World  War  II  has  seen  a  virtual 
rebuilding  of  the  U.S.,  but  the  com- 
panies that  supply  the  material  for  the 
constant  building  and  rebuilding  are, 
by  and  large,  low-profit  ones. 

The  industry's  return  on  capital  over 
the  last  five  years  as  shown  by  the 
Forbes  Yardsticks  is  a  low  8.4%, 
compared  with  10.5%  for  capital 
goods.  Sales  growth  is  even  worse: 
3.6%  a  year,  compared  with  9.9%. 
And  of  the  18  companies  in  this  group, 
ten  of  them  have  seen  their  earnings 
decline  over  these  same  five  years. 

In  1967,  building  materials  was  one 
of  the  hardest-hit  industries.  The 
median  decline  in  earnings  in  the 
Trend  Yardsticks  was  20.2%  and  in- 
dividual declines  ran  to  53%.  Last 
year  there  was  an  excuse:  Sales  and 
earnings  felt  the  impact  of  the  lowest 
level  of  housing  starts  in  a  decade. 

Only  two  companies  of  the  18  man- 
aged a  gain  in  the  Trend  Yardsticks. 
Carrier  made  the  best  earnings  gain — 
thanks  to  its  heavy  concentration  in 


non-residential  construction.  However, 
it  has  diversified  little  beyond  its  heat- 
ing and  air  conditioning  stronghold. 

The  other  gainer  was  Thomas  M. 
Evans'  Crane  Co.,  the  big  plumbing- 
supply  and  valve  company.  Actually, 
Crane  was  getting  its  gains  not  from 
the  building  market  but  from  else- 
where. "We  didn't  cut  down  in  build- 
ing materials,"  explained  Chairman 
Evans,  "but  we  built  up  in  other  areas. 
We  decided  to  grow  with  industrial 
materials. 

"The  building  industry  has  too  much 
competition,  too  many  companies,  too 
many  people — the  wholesaler,  the  dis- 
tributor, all  those  middlemen." 

Crane's  buildup  has  been  in  pumps, 
valves,  water  systems,  steam  generators 
and  aerospace  items.  All  in  all,  how- 
ever, the  buildup  last  year  was 
canceled  out  by  the  slowdown  in  resi- 
dential construction,  and  Crane's  over- 
all sales  held  about  the  same,  while 
profits  slipped  about  10%.  Evans' 
latest  move  was  an  attempt  to  merge 
Westinghouse  Air  Brake  into  Crane. 
Westinghouse's  management  resisted 
the   move,    although    Crane   had    ac- 


quired 9.5%  of  its  shares. 

Crane's  big  rival,  American-Stan- 
dard, got  an  energetic  new  boss,  Wil- 
liam D.  Eberle,  a  graduate  of  fast- 
moving  Boise  Cascade.  The  report  for 
Eberle's  first  full  year  won't  be  a  very 
good  one.  Though  sales  and  earnings 
got  a  lift,  mainly  from  the  acquisition 
of  Mosler  Safe  in  May,  American- 
Standard  was  hurt  by  housing  slow- 
downs both  in  the  U.S.  and  in  Europe. 
(It  gets  more  than  half  its  earnings 
in  the  international  market.) 

Flintkote,  which  operates  in  the 
residential,  nonresidential  and  main- 
tenance areas  of  building  materials, 
is,  in  theory,  sufficiently  diversified  to 
moderate  the  ups  and  downs  of  the 
industry.  It  has  even  extended  beyond 
— packaging,  agricultural  and  industri- 
al products  account  for  28%  of  sales. 
The  theory  hasn't  been  working  too 
well,  however.  Almost  across  the 
board,  Flintkote  ranked  low  in  the 
Forbes  Yardsticks. 

By  contrast,  Jim  Walter  Corp. 
looked  good  almost  across  the  board. 
One  reason  was  that  the  company  sells 
shell  houses,  especially  in  nonmetro- 


YARDSTICKS  OF  PERFORMANCE:  Building  IViaterials 

(Companies  are  listed  in  each  group  in  order  of  their  performance  through  the  latest  available  12  months.) 


GROWTH 

(5-year  compounded  rate) 


CEMENT 

Lone  Star 

Ideal 

Kaiser  Cement 

Lehigh  Portland 

Marquette 


Sales 


8.2% 
0.6 
3.2 
3.3 

—1.5 


FINISHING  MATERIALS 

Sherwin-Williams  7.0 

Jim  Walter  4.3tt 

Johns-Manville  4.8 

Owens-Corning  7.1 

Armstrong  Cork  3.1 

Pittsburgh  Plate  5.3 

U.S.  Gypsum  0.2 

National  Gypsum  1.5 

Flintkote  2.0 

EQUIPMENT 

Carrier  9.4 

Crane  3.9 

Otis  8.0 

American-Standard  2.1 

INDUSTRY   MEDIAN  3.6 


Group 
Rank- 
Earnings     ing 


-  3.6% 

-  2.9 

-  6.9 

-  7.7 
-10.9 


3.7 

6.6tt 

2.7 

1.4 

1.7 

0.9 

5.0 

5.3 

6.2 


20.1 
22.7 

-  0.4 

-  5.8 

-  1.7 


1 
2 
3 
4 
5 
6 
7 
8 
9 


PROFITABILITY 

(5-year  average) 


Return 

on 
Equity 


Ideal 

Kaiser  Cement 

Marquette 

Lone  Star 

Lehigh   Portland 


Armstrong  Cork 
U.S.  Gypsum 
Johns-Manville 
Owens-Corning 
Jim  Walter 
Sherwin-Williams 
Pittsburgh  Plate 
National  Gypsum 
Flintkote 


10.6% 
10.7 

6.2 

9.2 

3.9 


13.9 

10.0 

10.3 

11.1 

12.7** 

10.4 

8.9 

7.2 

7.9 


Otis 
Carrier 
Crane 
Amer.-Standard 

INDUSTRY  MED. 


13.3 

10.5 

6.6 

5.9 

10.2 


Return 

on 
Capital 


8.8% 

8.3 

5.1 

8.1 

3.6 


13.9 

9.6 
10.3 

8.9 

8.9*' 
10.2 

8.4 

6.7 

6.2 


13.2 
8.0 
5.7 
5.2 
8.4 


rv 

Oper. 

Group 

Profit 

Rank- 

Margin 

ing 

31.3%     1 

23.0 

2 

25.0 

3 

22.7 

4 

22.8 

5 

19.0 

1 

25.5 

2 

16.2 

3 

15.9 

4 

14.7 

5 

11.5 

6 

16.3 

7 

22.6 

8 

14.8 

9 

14.6 

1 

10.3 

2 

6.1 

3 

9.1 
16.3 

4 

TREND 

(latest  12  months  vs.  2-year  average) 


Ideal 

Lone  Star 
Kaiser  Cement 
Lehigh  Portland 
Marquette 


Jim  Walter 
National  Gypsum 
Sherwin-Williams 
U.S.  Gypsum 
Johns-Manville 
Pittsburgh  Plate 
Armstrong  Cork 
Flintkote 
Owens-Corning 


Carrier 

Crane 

American-Standard 

Otis 


Earnings 
Gain 


-14.1% 

-19.9 

-42.0 

-46.5 

-53.3 


-  0.8 
-13.6 
-11.4 
-16.1 
-20.5 
-20.6 
-25.1 
-38.2 
-28.9 


10.0 

6.5 

-36.2 

-14.3 

INDUSTRY   MEDIAN  —20.2 


"Gain  or  loss  in  percentage  points.     ttFour-year  growth  rate.     "Four-year  average. 
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1 

-1.0 

1 

-2.5 

2 

-2.1 

2 

-2.5 

3 

-0.1 

1 

-0.8 

2 

-1.0 

2 

-1.6 

3 

-1.6 

4 

-1.4 

4 

-2.0 

5 

-1.4 

5 

-1.6 

5 

-0.1 

1 

0.1 

1 

-1.0 

2 

-1.2 
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politan  areas  where  finish-it-yourself 
is  popular.  Moreover.  Jim  Walter  sup- 
plies its  own  financing  with  the  pack- 
age. Thus,  instead  of  being  hurt  by 
tight  money.  Jim  Walter  was  some- 
what helped  by  it.  "We  had  our  own 
mortgage  money."  said  Chairman  Jim 
Walter,  "and  we  weren't  caught  in  the 
money  squeeze." 

Three  medium-sized  companies  in 
the  finishing  materials  category,  Johns- 
Manville,  National  Gypsum  and  U.S. 
Gypsum,  were,  predictably,  hurt  last 
year.  With  sales  about  $500  million, 
J-M  was  hurt  the  least  in  Growth  be- 
cause of  its  diversified  product  line: 
asbestos  fiber,  pipe  and  textiles.  Of  the 
two  gypsum  companies.  National  led 
in  Trend,  U.S.  in  Profitability;  and 
U.S.  clearly  meant  to  maintain  its 
lead,  to  judge  from  its  proposed  merg- 
er with  Amsted  Industries  announced 
near  the  year's  end. 

Two  giants  of  the  paint  business  are 
Pittsburgh  Plate  Glass  and  Sherwin- 
Williams.  PPG  is  a  great  diversifier: 
Its  product  line  straddles  glass,  chemi- 
cals and  paint.  Sherwin-Williams,  by 
contrast,  sticks  chieHy  to  paint.  Man- 
agement made  specialization  triumph 
over  diversification,  making  Sherwin- 
Williams  top  in  Growth  and  ahead  of 
PPG  in  Profitability  and  Trend. 
I  Armstrong  Cork's  dominance  in  the 
market  for  flooring  and  ceiling  prod- 
ucts helped  make  it  dominant   in  re- 


turn on  equity  and  return  on  capital. 
However,  its  strength  was  its  weak- 
ness during  the  housing  decline:  Arm- 
strong was  below  average  in  sales 
growth   and   in  Trend. 

Owens-Corning  Fiberglas  did  better 
than  average  on  two  Yardsticks,  but  it 
plunged  from  Trend's  second  place  for 
finishing  materials  to  the  bottom  last 
year.  The  setback  came  from  a  de- 
clining market  for  fiberglas  building 
materials  (nearly  a  half  of  sales)  and 
from  an  earnings  decline  in  textiles  (a 
quarter  of  sales). 

Wall  Street's  Folly 

The  story  of  the  cement  industry  is  a 
story  of  Wall  Street's  indiscretion  and 
of  the  industry's  own  shortsightedness. 
A  decade  ago,  The  Street  decided  that 
cement  companies  were  growth  com- 
panies and  bid  their  stock  to  fantastic 
figures.  The  industry,  believing  its 
notices  in  the  market  letters,  started 
expanding  hand  over  fist. 

The  comeuppance  was  sharp  for 
both.  Marquette  Cement  common 
sold  over  65  in  1961;  in  1967  it  was 
as  low  as  II.  In  1957  Lone  Star  Ce- 
ment sold  for  40  and  Lehigh  Portland 
Cement  for  46;  by  1967  they  had 
dropped  to   14  and  9,  respectively. 

And  the  stock  market  was  merely  re- 
flecting the  fiscal  facts.  From  a  high- 
profit  industry,  cement  has  become  a 
low-profit  one  as  companies  cut  prices 


and  absorbed  cost  increases  in  a  des- 
perate effort  to  move  volume  from 
their  overexpanded  plants.  Today, 
only  Ideal  Cement  and  Kaiser  Cement 
&  Gypsum  rank  above  the  three  profit- 
ability medians  for  the  buildings  ma- 
terials   industry. 

The  optimism  about  cement  in  the 
mid-Fifties  has  faded  to  mere  hope  for 
the  Seventies.  "We  can't  do  any  worse 
than  we're  doing  now,"  said  President 
Peter  S.  Hass  of  Kaiser  Cement.  He 
believes  the  industry  may  be  operating 
close  to  capacity  in  a  few  years — if 
only  moderate  increases  are  made  to 
present  facilities. 

The  Technology  Gap 

But  to  end  the  sad  tale  of  the  build- 
ing materials  industry  for  1967  on  a 
happier  note,  it  is  possible  to  make 
good  money  supplying  the  construc- 
tion industry.  Otis  Elevator  Co.  is 
proof  of  this.  It  leads  nearly  all  the 
rest  of  the  building  suppliers  in  Profit- 
ability and  ranks  high  in  sales  growth. 

What's  the  secret?  No  secret.  Otis 
operates  in  a  technology-oriented  mar- 
ket. It's  not  like,  say,  cement  or  gyp- 
sum or  toilet  bowls  where  everybody 
and  his  brother-in-law  can  move  in 
when  the  business  gets  good.  This 
didn't  save  Otis  from  having  a  nega- 
tive figure  in  Trend  last  year,  but  it 
did  help  keep  the  company's  decline 
a  modest  one.   ■ 


Too  Much.  A  hu^e  conveyor  belt  hrinf^s  limestone  from 
nearby  pits  to  a  Kaiser  Cement  plant  in  Lucerne  Valley, 
Calif.   Vast  scale  and  a  hi^h  (let;ree  of  automation  in- 


volved in  cement  tend  to  encourage  overbuilding,  with 
the  result  that  even  at  the  current  high  level  of  national 
income,  the  industry  is  running  at  only  78%  of  capacity. 
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Oil 


The  great  game  of  oil  is  played  on  an  international  chess  board.  It's  a  subtle  and 
sophisticated  game  where  good  balance  is  more  important  than  spectacular  coups. 


War  in  the  Middle  East,  where  the 
world's  largest  oil  reserves  are  located, 
affected  the  oil  business  last  year.  Sur- 
prisingly, however,  earnings  were  up 
sharply  in  the  wake  of  the  disruption, 
and  the  benefits  following  the  crisis 
far  outweighed  the  disadvantages. 

Chairman  Albert  L.  Nickerson  of 
Mobil  Oil  Co.  put  the  whole  situation 
into  perspective  for  Forbes.  "We 
had  quite  a  good  demand  picture  in 
the  U.S.,  coupled  with  the  fact  that 
prices  have  been  somewhat  better. 
Secondly,  there's  been  a  significant  in- 
crease in  crude  production — allow- 
ables in  the  producing  states  were  in- 
creased because  of  the  crisis.  When 
you  put  these  two  together,  you  have 
the  fundamental  reason  for  the  strong 
position  all  oil  companies  have  shown 
and  we're  no  exception. 

"Now,  in  the  Eastern  Hemisphere  it 
is  true  that  we've  had  tremendous  sup- 
ply problems  that  have  been  brought 
about  by  the  Middle  East  war.  But  as 


far  as  Mobil  is  concerned,  we  really 
have  gone  a  very  long  way  to  compen- 
sate for  those  additional  costs  through 
increased  prices  abroad." 

What  Nickerson  was  really  saying 
is  that  geographic  and  operational 
spread  and  balance  are  more  impor- 
tant to  a  major  oil  company  than  are 
particularly  rich  strikes  here  and  there. 
"The  oil  business  is  a  peculiar  busi- 
ness," agreed  Chairman  Michael  Hai- 
der of  Standard  Oil  Co.  (N.J.).  "It 
is  not  like  the  manufacturing  of,  say, 
GM.  By  and  large,  they  make  a 
product  out  of  material  provided  by 
others.  We  have  to  be  responsible  for 
the  raw  material  too,  then  make  and 
sell  the  product." 

Spread  the  Risk 

This  spread  of  operations,  from  raw 
material  to  retail  sales  of  manufac- 
tured product,  lessens  the  vulnerability 
of  an  oil  company  to  price  fluctuations 
and  supplier  pressure  on  most  of  its 


materials.  Are  retail  prices  weak?  The 
integrated  company  still  makes  a  good 
profit  on  crude.  Is  crude  in  oversupply? 
Then  there  still  are  the  profits  from 
marketing.  Are  prices  weak  and  price- 
cutting  rampant  in  a  particular  market? 
(This  is  a  ruinous  thing  in  the  oil  busi- 
ness because  the  market  is  inelastic, 
that  is  to  say,  the  customer  does  not 
buy  more  gasoline  just  because  it's 
cheaper.)  The  well-run  oil  company 
lessens  its  vulnerability  to  a  downturn 
in  one  market  by  being  in  many  mar- 
kets, virtually  around  the  globe. 

The  workings  of  these  forces  shows 
clearly  in  the  Forbes  Yardsticks.  With 
a  solitary  exception,  every  internation- 
al oil  company  beats  the  industry's  me- 
dian figures  for  Profitability.  (The 
exception  is  Mobil,  which  though  in- 
ternational, has  special  problems.) 

Why,  then,  have  the  domestic  com- 
panies fared  so  much  better  on  the 
Trend  Yardstick  this  year  than  the 
internationals?    The   median    earnings 


(Companies  are  listed  in  each  group  in  order  of  their  performance  through  the  latest  available  12  months.) 
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INTERNATIONAL 

Gulf 

Mobil  Oil 
Texaco 

Standard  of  Calif. 
Standard  (N.J.) 

7.5% 

7,5 

9.4 

7.1 

7.1 

9.7% 

8.3 

8.2 

6.4 

5.5 

1 
2 
3 
4 
5 

Texaco                 16.6% 
Standard  (N.J.)       12.8 
Standard  of  Calif.  12.5 
Gulf                     12.3 
Mobil  Oil               9.6 

15.1% 
12.1 
11.7 
11.2 
8.4 

21.6% 

19.2 

21.6 

27.4 

14.5 

1 
2 
3 
4 
5 

Gulf 

Mobil  Oil 
Standard  (N.J.) 
Texaco 
Standard  of  Calif. 

18.2% 
9.9 
7.6 
9.8 
5.3 

0.4 

t 

—0.3 

-1.9 

-1.2 

1 
2 
3 
4 
5 

DOMESTIC 

Standard  (Ohio) 
Union  Oil  of  Calif. 
Atlantic  Richfield 

8.7 

5.4 

10.8 

18.1 
18.8 
12.5 

1 
2 
3 

Marathon              12.1 
Shell                    13.9 
Getty  Oil               11.2** 

10.5 
11.9 
9.5** 

22.2 
20.1 
22.1** 

1 
2 
3 

Getty  Oil    ' 
Standard  (Ohio) 
Atlantic  Richfield 

26.8 
21.0 
25.9 

2.1 
0.8 
0.5 

1 
2 
3 

Sun 

Getty  Oil 
Marathon 

7.6 
0.6 

10.4 

14.3 
16.2 
11.3 

4 
5 
5 

Standard  (Ohio)     13.8 
Sun                     10.5 
Union  Oil  of  Calif.  10.3 

11.8 
9.7 
8.5 

17.6 
19.5 
21.3 

4 
5 
5 

Sunray  DX 

Continental 

Shell 

20.6 
20.6 
13.4 

0.5 

t 
0.6 

4 
5 
6 

Sinclair 

Continental 

Shell 

3.9 

15.8 

7.5 

15.1 
10.7 
11.6 

5 
6 
6 

Phil.  Petroleum     10.0 
Continental          11.5 
Sunray  DX              9.5 

8.3 
9.5 
8.0 

21.5 
18.7 
20.3 

6 

7 
8 

Standard  (Ind.) 
Union  Oil  of  Calif. 
Sinclair 

16.4 
14.8 
17.3 

0.4 

0.5 

-0.1 

6 
6 
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Standard  (Ind.) 
Phillips  Petroleum 
Cities  Service 
Sunray  DX 

6.1 
8.9 
3.3 
4.0 
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7.5 
9.9 
5.8 
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8 
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Cities  Service        10.3 
Standard  (Ind.)        8.6 
Atlantic  Richfield    8.9 
Sinclair                  7.5 

8.2 
7.9 
7.7 
5.9 

18.1 
19.3 
19.2 
15.9 

9 
10 
11 
12 

Cities  Service 
Marathon 
Phillips  Petroleum 
Sun 

7.6 

11.8 
12.5 
13.0 

0.5 
—0.3 
—0.6 
-0.7 

8 
9 

9 
9 
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Schlumberger 
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16.8 
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Halliburton           17.2 
Schlumberger       11.8 
Dresser                14.3 
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11.0 
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21.0 
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1 
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1 
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Connecticut  and  Western  IMassachusetts.  Golden.  Rich. 

Riding  roughshod  over  clip-clop  country.  43.2%  more  per  capita  inci-eased  income 
than  Cattle  Land  has  come  by  in  the  last  decade.  And  that  ain't  hay,  pardners. 

With  nuclear  kilowatts  roped  and  ready.  Saddle  up,  son,  and  get  the  facts.  Ride  tall.  It's  the  place  to  be. 


MASS. 


CONN. 


THE  CONNECTICUT  LIGHT  and  POWER  CO 

THE  HARTFORD  ELECTRIC  LIGHT  CO 

WESTERN  MASS.  ELECTRIC  CO. 

HOLYOKE   WATER   POWER   CO. 

NORTHEAST  UTILITIES  SERVICE  CO 


NORTHEAST  UTILITIES 


It  takes  experience 

Knowledge  gained  from  experience— the  best  teacher 
of  all— has  guided  us  over  the  past  fifty  years  from  a 
pioneer  in  transportation  equipment  to  a  multi-division 
corporation  serving  all  modes  of  transportation. 

Our  Total  Transportation  concept  provides  equip- 
ment and  services,  manufactured  and  marketed 
throughout  the  world,  to  aid  shippers  and  carriers  in 
the  movement  of  goods  by  road,  rail,  sea  and  air— 
and  within  plants. 

And  this  is  only  a  beginning.  Still  drawing  upon  our 
experience  in  providing  our  customers  with  greater 
economy  and  efficiency  in  transportation,  we  continue 


to  improve  existing  products  and  introduce  new  prod- 
ucts and  services  ...  in  new  markets. 

Our  program  of  diversification  and  expansion  is 
directed  at  serving  world  transportation  needs  in 
newer  and  better  ways.  We  welcome  your  inquiry 
about  any  of  our  activities.  Fruehauf  Corporation, 
Detroit,  Michigan  48232. 


FRUEHAUF 


gain  among  the  internationals  was 
9.8'~c.  It  was  16.4'rc  for  the  domestic 
oils.  The  answer  is  that — for  a  change 
— their  lack  of  balance  has  helped  the 
domestic  companies. 

What  has  happened  in  recent  years 
is  this:  Prices  have  gotten  firmer  in 
the  U.S.  and  weaker  in  Europe.  This 
has  helped  the  domestic  companies 
right  across  the  board.  But  it  has  hurt 
the  internationals  almost  as  much  as  it 
has  helped  them.  What  they  have 
gained  in  the  U.S.  they  have  at  least 
partly  lost  in  Europe. 

In  the  U.S.  the  old  gasoline  price 
wars  diminished  in  ferocity.  In  Eu- 
rope they  heated  up.  There  were  big 
new  discoveries  in  the  Middle  East 
and  North  Africa,  especially  in  Libya. 
Because  of  the  U.S.  quota  system,  lit- 
tle of  this  oil  could  be  sold  here.  It  had 
to  be  sold  somewhere,  and  Europe  was 
the  logical  place.  It  was  geographically 
close.  It  had  no  quota  system,  and 
North  African  oil  could  even  avoid 
the  expense  of  Suez  Canal  tolls.  Eu- 
rope's market  was  growing  at  more 
than  double  the  U.S.  market's  rate 
(10%  as  against  under  4%).  And  if 
U.S.  policy  kept  down  cheap  foreign 
oil  to  protect  the  domestic  producers, 
the  Europeans  were  happy  to  get  gaso- 
line and  industrial  energy  at  cut  rates. 

Last  year  the  situation  in  Europe 
firmed  a  bit.  due  partly  to  the  Mid- 
dle East,  and  so  the  internationals  had 
gains,  too.  although  not  so  big  as  the 
domestics. 

Steadier  Jersey 

For  the  largest  oil  company.  Jersey 
Standard,  things  were  looking  up. 
There  were  higher  prices  in  Europe, 
where  Jersey  has  been  hard  hit  in  re- 
cent years;  increased  production  and 
higher  prices  from  Venezuela;  and 
higher  production  in  the  U.S.  A  third- 
quarter  earnings  increase  of  15.7% 
was  the  best  quarterly  increase  Jersey 
has  had  since  1963.  Now,  if  Europe's 
crisis-high  prices  remain  fairly  firm. 
jersey  has  a  chance  to  improve  its  lag- 
ging Growth  rating. 
'  Mobil's  problems  are  special  ones. 
It  has  huge  production  east  of  Suez 
and  in  North  Africa,  most  of  it  kept 
out  of  the  U.S.  by  quotas.  To  supply 
its  U.S.  marketing,  then,  it  has  to  buy 
crude  on  the  open  market,  thus  giving 
up  the  lion's  share  of  profit  to  someone 
else.  This  domestic  insufficiency  makes 
Mobil  particularly  vulnerable  when  the 
.Middle  East  properties  shut  down,  as 
they  did  last  year.  It  can  no  longer 
bring  into  the  U.S.  even  the  115,000 
barrels  daily  it  does  normally.  It  does 
not  have  abundant  production  in  the 
U.S.  to  export  to  its  European  net- 
work. By  adroit  maneuvering,  includ- 
ing increasing  its  supply  from  a  big 
new  find  in  northern  Alberta,  Canada, 


Mobil  managed  to  get  through  last 
year's  crisis.  But  Chairman  Nickerson 
has  no  illusions.  He  is  trying  to  in- 
crease Mobil's  efficiency  in  refining 
and  in  use  of  the  resources  it  has  avail- 
able. The  Yardsticks,  where  Mobil  tra- 
ditionally scores  high  in  Growth,  prove 
that  he  has  done  a  creditable  job. 

The  importance  of  crude  oil  can  be 
seen  by  comparing  the  Yardstick  fig- 
ures for  Mobil  and  Gulf.  Gulf  had  an 
abundance  of  crude  oil  in  Kuwait,  but 
it  had  a  good  supply  at  home,  too, 
thanks  to  a  huge  spending  program  in 
the  Sixties  to  build  up  U.S.  reserves. 

Texaco,  the  most  profitable  oil  com- 
pany and  the  largest  marketer  in  the 
United  States,  last  year  ended  the  Cal- 
tex  partnership  with  Standard  Oil  of 
California  in  12  European  countries. 
This  partially  achieved  Texaco's  goal 
of  having  its  own  marketing  and  re- 
fining worldwide.  The  burden  of  weak 
markets  in  Europe,  however,  hurt  Tex- 
aco's Yardstick  showing  last  year;   it 


Sunken  ships  block  Suez  Canal. 

no  longer  leads  in  Growth,  and  its 
Trend  performance  suffered. 

Standard  of  California  had  the 
smallest  Trend  gain  among  the  inter- 
nationals. StanCal  refines  and  markets 
more  crude  oil  than  it  produces  in  the 
U.S.  Also,  StanCal  was  especially  vul- 
nerable in  1967  because  of  price  weak- 
ness in  its  principal  market,  California, 
the    largest    gasoline-consuming   state. 

Atlantic-Richfield — a  big  Standard 
competitor  in  the  West — did  better 
in  Trend,  however,  because  of  geo- 
graphic balance.  The  Atlantic  market- 
ing properties  benefited  from  good 
prices  on  the  East  Coast. 

Continental  Oil  was  once  a  domestic 
oil  company.  The  start  of  Libyan  pro- 
duction changed  that  in  1961.  Now 
Continental  has  gone  beyond  oil.  Con- 
tinental had  a  good  year  because,  said 
President  Andrew  W.  Tarkington, 
"We've  had  coal  earnings  [from  the 
1966  purchase  of  Consolidation  Coal 
Co.]  all  through  the  year.  That  is  the 
largest  single  contributor  to  earnings 
gains.  This  is  the  result  of  a  policy  to 


expand  along  the  lines  of  a  complete 
energy  company,  rather  than  just  an 
oil  company." 

Nevertheless,  Continental's  earnings 
from  the  oil  business  also  improved 
last  year,  helped  by  a  big  contribu- 
tion from  Canada,  where  Conoco  owns 
66%  of  Hudson's  Bay  Oil  &  Gas  and 
is  involved  in  the  Alberta  play. 

Domestic  companies  that  were  short 
of  crude — such  as  Cities  Service,  Sin- 
clair, Sunray  DX  and  Indiana  Stan- 
dard— -were  bending  best  efforts  to 
make  up  any  insufficiency. 

In  marketing,  spread  and  balance  is 
especially  important.  Thus  Chairman 
John  Burns  of  Cities  Service  was 
"bunching  the  grapes" — selling  oflf 
marketing  properties  that  were  too  far 
from  the  Chicago  refining  center  to  be 
economical.  Marathon  Oil,  which  leads 
in  Profitability  now,  has  expanded 
from  a  domestic  crude  producer  to  a 
refiner  and  marketer  as  well,  mostly 
in  the  last  decade.  Now  it  has  achieved 
near  balance  in  domestic  operations. 
Standard  Oil  {Ohio)'s  Profitability 
strength  is  in  its  concentration:  It 
holds  some  35%  of  the  Ohio  market. 

Perhaps  the  most  spectacular  event 
for  the  future  of  oil  in  1967  was 
brought  off  by  Philadelphia's  Sun  Oil 
Co.  Sun.  after  four  years  and  more 
than  $200  million,  opened  its  develop- 
ment of  the  Athabasca  tar  sands  in  Al- 
berta. This  geological  oddity  is  esti- 
mated to  contain  300-billion  barrels  of 
oil.  By  comparison,  the  Middle  East 
has  241  billion,  the  U.S.,  31  billion 
proved  reserves. 

The  tar  sands  won't  bring  Sun  Oil  to 
the  top  of  the  Yardsticks  next  year — 
or  the  year  after.  At  present  rates  of 
production  they  are  barely  profitable. 
But  their  portent  is  great. 

The  Suppliers 

Like  much  of  the  rest  of  U.S.  in- 
dustry, the  big  oil  supply  companies 
have  been  diversifying  heavily.  The 
reason:  Less  oil  wells  are  drilled  each 
year  in  the  U.S..  so  the  growth  has 
gone  out  of  the  business.  Schlumberger 
Ltd.,  says  President  Jean  Riboud,  looks 
for  its  "significant"  sales  and  earnings 
growth  for  electronics,  now  close  to 
half  of  its  $370  million   in  revenues. 

Profitability  leader  Halliburton  di- 
versified heavily  in  1962  when  it 
acquired  Brown  &  Root,  the  huge  Tex- 
as-based construction  firm.  Now  this 
business  brings  Halliburton  over  60% 
of  revenues.  And  Dresser  Industries 
last  year  acquired  Harbison-Walker 
Refractories  in  an  attempt  to  change 
its  revenue  mix.  The  move  hurt  re- 
ported earnings  immediately,  but  Dres- 
ser obviously  figures  it  is  the  right 
move  for  the  long  term.  Diversifica- 
tion, after  all,  is  meant  to  bring  the 
benefits  of  balance.  ■ 
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Chemicals 


The  past  caught  up  with  the  chemical  makers  this  year,  and  prof- 
its fell.  But  the  iridustry  was  as  optimistic  as  ever  for  the  future. 


The  chemical  chicken  came  home 
to  roost  last  year  in  a  polyester  nest. 
Following  five  flourishing  years,  in 
1967  the  chemical  industry  expe- 
rienced a  decline  in  earnings.  Hardest 
hit  of  all  were  those  glamour  boys  of 
the  industry,  the  synthetic-fiber  mak- 
ers. "The  problem  in  fibers  is  with 
price,  not  volume,"  said  President 
Charles  Sommer  of  Monsanto  late  in 
the  fourth  quarter.  "By  far  the  most 
important  effect  on  the  industry  in 
1967  was  the  drop  in  fiber  prices." 

Margins  declined  for  all  but  two 
chemical  companies  in  the  Forbes 
Yardsticks.  Yet  over-all  volume — 
mainly  reflecting  fiber  shipments — 
was  up  from  1966,  and  sales  held  at 
1966  levels.  Unlike  past  years,  how- 
ever, the  added  shipments  could  not 
make  up  for  ballooning  costs  and  com- 
petitive price  slashes  in  a  fading  econ- 
omy. Where  prices  did  stay  firm — in 
most  chemical  areas  other  than  fibers 
— the  slowdown  in  economic  activity 
effected  the  same  end  as  price-cutting. 

All  but  seven  of  the  22  companies 


show  earnings  decreases  in  the 
Forbes  Trend  Yardsticks,  which  com- 
pare the  latest  12-month  earnings 
with  the  1965-66  average.  Typical  of 
the  industry  was  Stauffer  Chemical, 
whose  profit  margin  decrease  of  1.4% 
approximated  the  median  industry  de- 
cline of  1.2%.  After  rising  slightly  in 
the  first  quarter,  Stauffer's  earnings 
fell  in  the  second  by  9.6%  on  a  7.4% 
sales  increase  over  the  same  quarter 
last  year.  The  third  quarter  was  again 
ahead  in  sales,  by  10%,  but  27%  be- 
hind in  profits. 

Stauffer  was  paying — like  the  rest 
of  the  industry — for  its  expansion.  In 
1966  the  company  had  raised  its 
debt  some  55%,  and  last  year  it 
budgeted  R&D  expenditures  of  $11 
million  vs.  $9.5  million  in  1966.  But 
most  important,  Stauffer's  expanded 
capacity  caused  it  to  suffer  from  the 
reverse  of  the  economies  of  scale,  par- 
ticularly in  the  traditionally  low-vol- 
ume third  quarter.  In  the  capital-in- 
tensive chemical  industry  it  costs 
little  less  to  run  a  plant  at  50%    of 


capacity  than  to  run  at  90%. 

Who's   Downhearted? 

Yet  Stauffer  was  in  a  more  favor- 
able position  than  the  big  fiber  makers 
such  as  du  Pont,  Monsanto  and  Cela- 
nese. For  these  companies  had  to  con- 
tend both  with  increased  costs  and 
unusually  depressed  prices.  Conse- 
quently, for  the  latest  available  12 
months  their  average  profit  margins 
dipped  nearly  a  point  more  than  the 
industry  median,  their  earnings  an 
average  of  19.3%  vs.  the  industry 
median  of  9%. 

In  this  setting,  one  might  expect 
chemical  industry  men,  and  especial- 
ly fiber  makers,  to  be  somewhat  dis- 
couraged about  the  future.  Not  so. 
The  fiber  makers  have  apparently  ac- 
cepted the  idea  of  a  fiber  cycle.  For 
President  John  Brooks  of  Celanese, 
1966  and  early  1967  simply  repre- 
sented inventory  adjustment.  "We'll 
have  it  again,"  he  said  philosophically. 
"There's  no  reason  for  slowing  capital 
expenditures." 


YARDSTICKS 

OF  PERFORMANCE 

:  Chemicals 

■ 

(Companies 

are  listed 

in  each  group  in  order  of  their  p 

jrformance  thrOL 

gh  the 

latest  available  12  months.) 

GROWTH 

(5-year  compounded  rate) 

PROFITABILITY 

(5-year  average) 

TREND 

(latest  12  months  vs.  2-year  average) 

Sales 

Earnings 

Group 
Rank- 
ing 

Return 

on 
Equity 

Return 

on 
Capital 

Oper. 
Profit 
Margin 

Group 
Rank- 
ing 

Earnings 
Gain 

Net 

Profit 

Margin* 

Group 
Rank- 
ing 

INTEGRATED  MAJORS 

Dow  Chemical                 8.4% 
Amer.  Cyanamid              7.4 
Monsanto                        8.8 
Allied  Chemical               6.8 
Union  Carbide                5.9 
Du  Pont                         4.9 

12.3% 
4.2 
3.4 
3.7 
2.1 
0.3 

1 
2 
3 
4 
5 
6 

Du  Pont               17.0% 
Union  Carbide      15.9 
Amer.  Cyanamid  14.8 
Dow  Chemical      13.6 
Allied  Chemical    12.8 
Monsanto             12.0 

15.6% 
11.8 
12.9 
10.9 

9.2 

8.8 

32m 

26.1 

21.8 

24.3 

21.0 

23.4 

,     1 
2 
3 
4 
5 
5 

Dow  Chemical 
Allied  Chemical 
Monsanto 
Amer.  Cyanamid 
Du  Pont 
Union  Carbide 

12.4% 
—14.4 
—21.0 
-21.7 
-22.7 
—24.8 

0.2 
-1.3 
-2.0 
-2.5 
-2.8 
-2.7 

1 
2 
3 
4 
5 
5 

SPECIALISTS 

Ethyl                             13.2** 
Eastman  Kodak              11.8 
Rexall  Drug                   13.5 
Diamond  Alkali              14.5 
Minn.  Mining  &  Mfg.       11.5 

24.4** 

18.0 

14.3 

11.8 

10.9 

1 
2 
2 
3 

4 

Eastman  Kodak    24.8 
Minn.  Mining       22.4 
Ethyl                   37.6 
Rohm  &  Haas       14.3 
National  Lead      17.1 

24.8 
22.4 
10.7 
14.3 
15.6 

31.8 
26.7 
22.0 
25.7 
16.6 

1 
2 
3 
3 

4 

Minn.  Mining  &  Mfg. 
Eastman  Kodak 
Hooker 
Koppers 
Hercules 

12.8 

11.7 

1.1 

0.6 

4.0 

t 
-0.4 
-0.3 
-0.2 
-0.5 

1 
2 
3 
3 
4 

Koppers                          8.6 
Stauffer                       10.0 
Air  Reduction                  7.6 
Celanese                       16.0 
W.R.  Grace                     20.7 

10.6 
9.5 
9.7 
7.8 
6.9 

5 
6 

7 
7 
8 

Hercules              16.7 
Hooker                15.6 
Stauffer               13.7 
Celanese              14.0 
Diamond  Alkali      11.8 

14.2 

10.5 

11.7 

7.9 

9.2 

19.7 
22.9 
21.5 
23.7 
20.8 

5 
6 
7 
8 
9 

Diamond  Alkali 
Air  Reduction 
Ethyl 

National  Lead 
Stauffer 

-  0.5 

-  4.5 
0.5 

-  8.2 

-  4.9 

-0.4 
-0.4 
-0.6 
-0.7 
-1.4 

5 
6 
6 

7 
8 

General  Aniline               8.9 
Hooker                          10.0 
Hercules                         6.9 
Intl.  Min.  &Chem.           15.5 
Rohm  &  Haas                  6.9 
National  Lead                 5.4 

9.4 
8.8 
8.3 
-2.9 
4.9 
2.1 

9 
10 
11 
11 
12 
13 

Rexall  Drug          15.1 
Air  Reduction        11.7 
Intl.Min.&Chem.  11.4 
W.R.  Grace           10.7 
General  Aniline       7.3 
Koppers                 6.7 

10.9 
7.7 
8.3 
8.5 
6.3 
5.8 

12.2 
16.8 
15.2 
13.2 
13.7 
8.0 

9 
10 
11 
12 
13 
14 

Celanese 
Rexall  Drug 
General  Aniline 
W.R.  Grace 
Rohm  &  Haas 
Intl.  Min.  &  Chem. 

-14.3 
-15.1 
-16.9 
-  9.8 
-16.2 
-62.1 

-1.3 
-1.2 
-1.1 
-1.5 
-1.9 
-5.0 

9 
9 
10 
10 
11 
12 

INDUSTRY  MEDIAN              8.9 

8.6 

INDUSTRY  MED.     14.1 

10.8 

21.7 

INDUSTRY  MEDIAN 

-  9.0 

-1.2 

'Gain  or  loss  In  percentage  points. 

tNo  Change.     "Four-year  growth  rate. 
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'Td  give  my  right  arm  to  have  Mon- 
santo's  position,"  Dow  President  Her- 
bert D.  Doan  remarked  last  August, 
which  sounded  strange  at  a  time  when 
Monsanto's  first-half  earnings  were 
down  21. 7*^  and  Dows  were  up 
S.Vl-,  mainly  because  Dow  markets 
few  fibers.  But  Doan's  meaning  be- 
comes clear  from  the  Forbes  Piofit- 
ability  Yardsticks.  Dow  has  enjoyed 
operating  profit  margins  as  good  as,  or 
better  than,  fiber-makers  Monsanto  or 
Celanese;  but  add  du  Pont,  the  most 
profitable  of  chemical  companies  and 
the  progenitor  of  the  synthetic  fiber 
age,  and  the  fiber  makers'  average 
profit  margin  jumps  to  a  startling 
26^,  2fc  above  Dow's.  and  5%  high- 
er than  the  industry  median. 

"Everybody  Builds" 

The  road  to  success  in  synthetic 
fibers — or  so  their  makers  believe — is 
to  market  a  proprietary  product  with 
a  trademark  that  people  will  recog- 
nize. For  the  fiber  makers  this  is  a 
matter  of  faith,  and  the  reason  they 
believe  fibers  will  not  follow  plastics 
in  becoming  purely  commodity  items. 
"You  never  had  a  branded  resin,"  said 
Celanese's  Brooks. 

But  even  their  price  problems 
haven't  deterred  the  plastics  producers 
from  expanding.  For  instance,  bring 
up  the  problems  of  overcapacity,  price- 
cutting  and  decreasing  profit  margins, 
and  Executive  Vice  President  Douglas 
Grymes  of  Koppers  retorts,  "This  has 
been  the  name  of  the  game. 

"Everybody  builds  excess  capacity 
and  the  market  works  up  to  capacity, 
and  then  you  go  through  the  cycle  all 
over  again.  You've  got  to  build  big. 
Otherwise  in  two  or  three  years  your 
plant  becomes  obsolete.  So  far  we  see 
nothing  to  change  this  pattern."  Kop- 
pers' relatively  good  standing  in  the 
Trend  Yardsticks  in  1967  resulted 
mainly  from  its  construction  business. 
But  while  its  plastics  business  was 
down,  by  the  end  of  1968  it  will  have 
more  than  doubled  its  polyethylene 
capacity  since  1965. 

Despite  periodic  bloodbaths,  plastics, 
like  fibers,  can  be  a  highly  profitable 
business.  Consider,  in  the  Profitabil- 
ity Yardsticks,  the  operating  profit 
margin  of  leading  plastics  producer 
Rohm  &  Haas,  which  has  managed  to 
carve  out  a  place  in  specialty  plastics 
that  others  might  envy. 

"Acrylics  prices  held  up  this  year," 
said  President  F.O.  Haas,  soft-spoken 
son  of  the  company's  founder.  "As  a 
matter  of  fact,  on  July  1  we  had  a 
price  rise.  But  since  our  acrylics  prod- 
ucts cover  a  whole  range  of  industries, 
and  since  a  number  of  them  have  been 
in  a  minor  decline — take  cars,  for  in- 
stance— our   hopes   didn't   live   up   to 


New  Markets.  Nylon  zippers 
are  only  one  of  the  tremendous 
range  of  consumer  uses  for 
chemicals.  But,  with  capacity 
growing  even  faster  than  mar- 
kets last  year,  profits  dropped. 


expectations,  although  our  total  sales 
for  the  company  will  be  somewhat 
above  last  year."  Rohm  &  Haas  hopes 
to  improve  its  earnings  by  lifting  re- 
search and  development  spending  up 
to  6%  of  sales  and  by  following  the 
lure  of  synthetic  fibers  in  opening  a 
nylon  plant  in  North  Carolina. 

Enough  &  To  Spare 

Other  companies  with  big  stakes  in 
plastics  fared  better  in  1967  than 
Rohm  &  Haas.  Hooker,  for  instance, 
managed  to  post  a  slight  earnings  gain 
in  the  Trend  Yardsticks  despite  oper- 
ating at  perhaps  82%-85%  of  capacity 
last  year  vi.  93% -95%  in  1965-66. 
But  Hooker  was  getting  its  knocks  in 
fertilizer,  the  same  as  everyone  else  in 
the  business. 

"You  could  pile  fertilizer  as  high  as 
the  moon,"  said  Hooker  President 
Thomas  F.  Willers.  The  situation  im- 
proved toward  the  end  of  last  year, 
but  the  fertilizer  industry  still  had  to 
contend  with  the  sky-high  price  of  sul- 
fur, an  important  ingredient  in  produc- 
ing one  of  Hooker's  main  fertilizers, 
DAP  (diammonium  phosphate).  "We 
were  a  little  bit  surprised,"  said  Wil- 
lers. "The  fertilizer  price  went  down, 
and  the  price  of  sulfur  went  up." 

Higher  costs  for  fertilizer  raw  ma- 
terials combined  with  lower  fertilizer 
demand — the  result  of  a  wet  spring — 
worked  particular  hardship  on  a  fer- 
tilizer-dependent company  like  Inter- 
national Minerals  &  Chemical,  send- 
ing it  to  the  very  bottom  of  the  Trend 
Yardsticks.  In  fact,  IMC's  difficulties 
were  severe  enough  to  bring  about  a 
management     change,     with     Nelson 


White  replacing  Thomas  Ware  as  chief 
executive  (Forbes,  Dec.  15,  1967). 

Yet  despite  the  difficulties,  the  out- 
look for  fertilizers  seemed  bright  to 
Hooker's  Willers.  "All  the  arguments 
we  hear  about  feeding  the  world's 
hungry  aren't  nonsense,"  he  said.  Sev- 
eral companies,  such  as  Monsanto, 
found  1967  a  good  year  for  farm  chem- 
icals such  as  pesticides  and  herbicides. 

A  Sense  of  Timing 

It  was  Dow,  a  company  concen- 
trated in  the  oldest  of  basic  chemicals, 
that  racked  up  the  only  earnings  gain 
in  1967  among  the  integrated  majors. 
Foreseeing  the  slackening  in  the  U.S. 
economy.  President  Doan  late  in  1966 
told  his  European  salesmen  to  get 
moving  so  that  Dow's  new  plants 
would  be  going  full  blast  during  a  pos- 
sible recession.  Meanwhile,  he  cut 
Dow's  inventories  to  the  bone 
(Forbes,  Aug.  15,  1967). 

The  strategy  worked  beautifully, 
and  Dow  posted  a  5%  sales  and  a 
7.6%  earnings  gain  at  the  nine-month 
mark  over  the  same  1966  period.  How- 
ever, there  was  more  to  the  trick  than 
merely  being  strong  in  basic  chemicals 
rather  than  fibers.  Both  Union  Car- 
bide and  Allied  met  those  specifica- 
tions and  showed  declines  in  the 
Trend  Yardsticks  along  with  most  of 
the  industry. 

In  fact,  Dow's  Doan  was  deter- 
mined to  get  a  piece  of  the  fiber  ac- 
tion for  himself.  In  partnership  with 
the  German  firm  Badische  Anilin  & 
Soda-Fabrik,  he  is  building  a  nylon 
and  polyester  plant  in  South  Carolina. 
"Our  timing  may  be  good,"  he  said 
hopefully.  "By  1970,  when  our  plant 
is  ready,  the  market  should  have 
picked  up  and  we'll  have  plenty  of 
capacity." 

Only  perennially  good  performers 
Kodak  and  Minnesota  Mining  &  Man- 
ufacturing were  anywhere  in  Dow's 
class  in  the  Trend  Yardsticks.  They 
were  benefiting  from  a  phenomenon 
that  Dr.  Jesse  Werner,  General  Ani- 
line's chairman,  recognized  but  could 
not  explain:  "It's  been  kind  of  a  pe- 
culiar year.  We've  found  the  consumer 
end  of  the  business  stronger  than  the 
industrial.  I  really  don't  understand 
it,  and  most  people  that  I've  talked  to 
don't  either." 

What  3M,  with  its  Scotch  tape  and 
other  consumer  products  and  Kodak, 
with  its  cameras  and  film,  were  taking 
advantage  of  was  the  fact  that  the 
average  American  consumer  refused 
to  recognize  the  decline  in  the  econ- 
omy. The  moral  seemed  clear  to  Wer- 
ner, whose  company  is  near  the  bot- 
tom of  the  Profitability  Yardsticks. 
"Our  goal  and  aim,"  he  said,  "is  to 
push  closer  to  the  consumer."  ■ 
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Communications 

A  "bum"  year  for  a  "glamorous"  industry. 


"It  was  a  bum  year."  In  those  words 
one  of  the  communications  indus- 
try's top  executives  described  1967, 
and  with  good  reason.  Broadcasters 
and  publishers  were  hurt  by  generally 
lower  advertising  revenues  as  well  as 
by  their  efforts  at  diversification.  And, 
while  the  movie  companies  did  fairly 
well,  many  of  their  gains  came  from 
selling  old  movies  to  TV  rather  than 
new  ones  to  movie  houses. 

Overall,  profitability  remained  high, 
however.  In  Profitability,  the  com- 
municators ranked  well  above  average. 
This  helps  explain  the  glamour  of  the 
industry.  Another  factor  in  that  glam- 
our, of  course,  is  all  the  talk  about  the 
"communications  explosion." 

Not  all  of  the  diversification  that 
grew  out  of  this  glamour  had  happy 
results  last  year.  Columbia  Broadcast- 
ing System  paid  $270  million  in 
stock  to  buy  Holt,  Rinehart  &  Win- 
ston, the  big  textbook  publisher.  But 
HR&W  had  a  poor  year,  due  in  part 
to  the  disappointing  amount  of  fed- 
eral spending  on  education.  Mean- 
while, CBS'  advertising  revenues  were 
also  down.  Result:  a  27%  decline  in 
profits  for  the  first  three  quarters.  The 
year  ended  on  a  brighter  note,  how- 
ever. CBS  came  out  with  a  TV-set 
attachment  that  will  enable  viewers 
to  buy  programs  in  the  same  way  they 


now   buy   phonograph   records. 

Metromedia,  however,  had  a  better 
year  than  CBS  with  nine-month  earn- 
ings up  more  than  5%.  With  its  broad- 
cast revenues  up,  Metromedia  was 
less  successful  with  its  recent  diversi- 
fication into  direct  mail,  transit  ad- 
vertising, amusement-park  develop- 
ment and  TV  film-making.  "In  1966," 
said  President  John  W.  Kluge,  "we 
completed  our  acquisition  program. 
In  1967  we  were  consolidating  it.  In 
1968  they  should  all  make  money." 

Storer  Broadcasting,  like  CBS  and 
Metromedia,  suffered  only  slightly  in 
its  broadcasting  division,  but  was 
hurting  badly  in  its  biggest  diversifi- 
cation. In  1965  Storer  got  control  of 
ailing  Northeast  Airlines.  Bad  weather 
and  equipment  delivery  delays  com- 
bined to  knock  the  Northeast  opera- 
tion down  from  a  profit  of  $900,000 
in  1966's  first  nine  months  to  a  loss  of 
$3.8  milUon  in  the  same  period  of 
1967.  Storer  had  a  major  consolation, 
however.  The  Civil  Aeronautics  Board 
made  permanent  the  Florida-to-New 
York  route  that  Northeast  had  been 
operating  on   temporary  certification. 

A  cutback  in  advertising  last  year  hit 
the  magazine  and  newspaper  publishers 
hard.  Thanks  to  its  huge  printing  divi- 
sion (which  contributes  over  half  its 
revenues  and  more  of  its  profits)  and 


to  its  small  but  extremely  profitable 
tl.ress  patterns  division,  McCall  Corp. 
came  through  1967  without  an  earn- 
ings drop.  But  revenues  for  the  com- 
pany's three  magazines,  especially 
McCall's,  were  down  markedly — - 
despite  the  addition  of  Lynda  Bird 
Johnson  Robb  to  the  staff.  Toward  the 
end  of  the  year  controlling  stockholder 
Norton  Simon  of  Hunt  Foods  brought 
in  a  new  president  for  McCall:  Henry 
E.  Bowes,  fresh  from  International 
Telephone  &  Telegraph  where  he  was 
senior  vice  president  and  head  of 
worldwide  sales  and  distribution. 

Time  Inc.'s  first  year  without 
founder  Henry  Luce  (who  died  in 
February)  was  not  a  good  one.  At  the 
end  of  nine  months,  revenues  were  up 
slightly  but  income  tumbled  38%  to 
$2.52  a  share.  The  company  blamed  "a 
significantly  lower  volume  of  automo- 
tive advertising,"  plus  higher  costs 
from  expansion  of  its  paper  and  pack- 
aging division  and  the  development  of 
a  new  subsidiary  that  will  sell  market- 
ing information  services. 

However,  Time  Inc.  continued  to 
branch  out  into  other  areas  of  com- 
munications. It  was  already  in  maga- 
zines, TV  and  radio,  books  and  edu- 
cation. Last  year  Time  Inc.  together 
with  Edgar  M.  Bronfman,  president 
of  Joseph  E.  Seagram  &  Sons,  became 


YARDSTICKS  OF  PERFORMANCE:  Communications 

-'^ 

(Companies 

are  llstec 

in  each  group  in  order  of  their  performance  through  the  latest  available  12  months.) 

GROWTH 

PROFITABILITY 

TREND 

(5-year  compounded  rate) 

(5-year  average) 

(latest  12  months  vs.  2-yea 

r  average)            1 

Sales 

Earnings 

Group 
Rank- 
ing 

Return       Return       Oper.    Group 
on              on          Profit    Rank- 
Equity       Capital      Margin     ing 

Earnings 
Gain 

Net 

Profit 

Margin' 

Group 
Rank- 
ing 

BROADCASTING 

Metromedia                   22.5% 
Stnrer  Broadcasting         9.1 
CBS                              11.9 

17.4% 
8.6 
8.2 

1 
2 
3 

CBS                     22.5%     17.8%     15.4%     1 
Storer  Broad.        22.3        15.5       37.4        1 
Metromedia         21.4         9.9       20.9       2 

CBS                            -  6.7% 
Metromedia                     3.5 
Storer  Broadcasting     —19.5 

-1.1 
-1.3 
-5.0 

1 
1 
2 

MOTION  PICTURES 

Twentieth  Century-Fox     16.0 
Metro-Goldwyn-Mayer      10.7 
MCA                                NA 

37.4 

22.6 

4.0 

1 
2 

MCA                    17.1        12.1        14.8        1 
20th  Century-Fox  15.5        11.2        10.4        2 
Metro-Gold.-Mayer  9.7          9.2          7.6        3 

Metro-Goldwyn-Mayer      54.6 
Twentieth  Century-Fox     21.6 
MCA                          -  0.8 

1.0 
0.6 
NA 

1 
2 

PUBLISHING 

McGraw-Hill                    15.1 
Crowell-Collier               13.8 
Time                               9.0 
McCall                           12.8 
Times  Mirror                  11.7 
Grolier                          10.6 

31.6 
19.6 
20.1 
19.2 
16.1 
11.5 

1 
2 
3 
4 
5 
6 

McGraw-Hill          21.4        21.0        16.2        1 
Times  Mirror        14.9        12.2        15.1        2 
Time                    19.7        14.6        11.8        3 
Grolier                 13.7        10.5        14.4        4 
Crowell-Collier      12.1        10.6       13.5       5 
McCall                 14.2         9.3         6.5        6 

Grolier                          14.5 
McCall                            8.9 
McGraw-Hill                   10.0 
Crowell-Collier                 8.4 
Times  Mirror               —  2.6 
Time                          -16.9 

-0.4 
0.1 
-0.4 
-0.8 
-0.6 
-1.5 

1 
2 
2 
3 
3 
4 

INDUSTRY  MEDIAN               11.9 

18.3 

INDUSTRY  MED.       16.3           11.7           14.6 

INDUSTRY  MEDIAN                  6.0 

-0.6 

*Gain  or  loss  in  percentage  points. 

NA-Company  does  not  report  sales  on  an  Interim  basis;  not  ranked  for  growth  or  trend. 
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the  principal  stockholders  in  Metro- 
Goidwyn-Mayer.  and  there  was  talk 
of  a  merger  between  MGM  and  Time 
Inc. 

Last  year's  fight  for  MGM  was 
just  one  example  of  the  greatly  in- 
creased investor  interest  in  Hollywood 
(Forbes.  Dec.  15.  1967).  A  bit  late. 


Wall  Street  has  discovered  what  TV 
can  mean  to  film  companies.  Stock 
prices  for  most  film  companies  are 
higher  than  ever  before. 

MCA,  generally  regarded  as  the 
most  businesslike  film  company  in 
Hollywood,  turned  in  the  best  film 
makers    performance    on    the    Profit- 


ability Yardstick,  both  because  of  its 
good  showing  in  the  box  office  and 
revenues  from  TV.  The  Sound  of 
Music  began  to  fade  a  bit  last  year, 
but  even  so,  it  is  history's  most  suc- 
cessful movie,  and  made  good  money 
for  20th  Century-Fox — if  not  quite  as 
good  as  the  year  before.  ■ 


Same  Message.  The  medium  may 
be  the  message,  as  Marshall  Mc- 
Luhan  says,  but  the  message 
doesn't  change  much.  Sex  and  vio- 
lence have  sold  ever  since  ancient 
Greece.  And  last  year  was  no  ex- 
ception. America's  communicators 
served  up  a  wide  variety  to  satisfy 
the  public's  demand  for  blood  and 
lust  in  both  its  art  and  in  its  trash. 
Three  of  the  most  successful  films 
were  In  Cold  Blood,  Valley  of  the 
Dolls,     and     Bonnie     and     Clyde. 


Transportation 

The  nation's  rail  carriers  hit  a  downswing 
last  year,  but  it  may  make  for  a  better  1968. 


It  was  a  poor  year  for  the  railroads. 
On  a  decline  in  carloadings  of  about 
5%  from  1966,  net  earnings  of  the 
industry  slumped  33%  (to  around 
$600  million)  because  of  the  great 
leverage  inherent  in  the  industry's 
operations. 

Unpleasant  reading  though  the  earn- 
ings figures  may  have  been,  however, 
there  was  a  brighter  side  to  them.  The 
industry  wasn't  clobbered  the  way  it 
was  a  few  years  back  every  time  busi- 
ness slowed  down.  Excepting  only 
such  basically  sick  railroads  as  the 
Erie-Lackawanna,  not  one  of  the  ma- 
jor roads  was  in  the  red  last  year;  by 
contrast,  in  1961,  the  last  really  "bad" 
year  the  railroads  had,  earnings  were 
way  off,  and  capital  spending  hit  the 


lowest  level  since  the  Depression. 

But  the  most  positive  fact  to  emerge 
last  year  was  that,  unlike  the  poor 
years  of  the  Fifties  and  early  Sixties, 
the  rail  industry  wasn't  demoralized 
this  time.  And  for  good  reason.  While 
higher  wages  cost  the  roads  something 
like  $300  million  last  year,  reductions 
in  the  labor  force  and  improved  tech- 
nology compensated  for  a  good  por- 
tion of  this. 

Competitively,  the  railroads  man- 
aged to  perform  better  than  their  bit- 
ter rivals,  the  truckers.  Where  rail- 
road revenue  ton-miles  were  off  2.5%, 
the  trucks  were  off  almost  5%. 

In  diversification,  moreover,  the  rail- 
roads made  great  strides  last  year. 
One  railroad,  the  Chicago  &  North- 


western, finally  became  so  diverse  that 
"it  appears  this  year  among  the  diversi- 
fiers  rather  than  among  the  railroads. 
Pennsylvania  Chairman  Stuart  Saun- 
ders was  very  proud  of  the  fact  that  his 
system  has  been  getting  up  to  60%  of 
its  earnings  from  nonrail  revenues 
(principally  real  estate  and  pipe 
lines),  and  while  his  rail  earnings 
were  off  66%  in  the  first  half  of  '67, 
the  company's  subsidiaries  posted  a 
gain.  President  Edd  H.  Bailey's  Union 
Pacific  is  not  only  a  major  oil  pro- 
ducer, but  it  has  also  put  almost  $40 
million  in  the  past  two  years  into  its 
land  development  division.  The  South- 
ern Pacific  also  gets  35%  of  its  pretax 
income  from  nonrail  business;  and  Illi- 
nois   Central    President    William    B. 


YARDSTICKS 

OF  PERFORMANCE: 

Transportation 

.M, 

(Companies  are  listed 

in  each  group  in  order  of  their  performance  through  the  latest  available  12  months.) 

GROWTH 

PROFITABILITY 

TREND 

(5-year  compounded  rate) 

(5-year  average) 

(latest  12  months  vs.  2-yea 

r  average)           1 

Sales 

Earnings 

Group 
Rank- 
ing 

Return       Return 

on             on 
Equity       Capital 

Carry 
Thrut 

Group 
Rank- 
ing 

Earnings 
Gain 

Carry 
Thru* 

Group 
Rank- 
ing 

EASTERN 

N.Y.  Central                       6.5% 
Pennsylvania                     1.0 
Erie-Lackawanna                1.5 

34.7% 
21.0 

** 

1 
2 
3 

Pennsylvania        3.5%    3.5%*** 
N.Y.  Central         2.9        2.8 
Erie-Lackawanna   0.9       0.7 

4.3 
4.5 
2.5 

1 
2 
3 

Pennsylvania              —22.4% 
Erie-Lackawanna            tt 
N.Y.  Central                -76.0 

-3.4 
-4.7 

def. 

1 
2 
2 

POCAHONTAS 

Chesapeake  &  Ohio            2.6« 
Norfolk  &  Western              3.4 

6.9tt 
2.9 

1 

2 

Norfolk  &  West.    8.8        6.5*** 
Ches'ke.  &  Ohio     6.0t      4.2t 

25.5 
ll.lt 

1 
2 

Chesapeake  &  Ohio      —13.4 
Norfolk  &  Western       -12.2 

-1.1 

-5.2 

1 

1 

SOUTHERN 

Illinois  Central                   2.4 
Louisville  &  Nashville         3.9 
Seaboard  Coast  Line  R.R.     4.3tt 
Southern  Ry.                     3.0 

5.4 
2.8 
1.6« 
0.7 

1 

1 
2 
3 

Southern  Ry.        5.9        4.9 
Louis.  &  Nash.      5.2        3.8 
Illinois  Central     4.0       3.5 
Seaboard  Coast    ttt       t« 

18.5 

12.8 

8.7 

ttt 

1 
2 
3 

Illinois  Central                9.4 
Southern  Ry.                    6.7 
Seaboard  Coast          —  4.5 
Louis.  &  Nash.             -17.1 

-0.2 
-0.1 
-1.8 
-2.3 

1 
1 
2 
3 

NORTHERN 

Northern  Pacific                2.9    - 
Great  Northern                  2.1    - 
Chic.  Mil.,  St. 
Paul  &  Pacific               2.8 

-  1.0 

-  2.1 

tt 

1 
2 

3 

Great  Northern     4.6       3.9 
Northern  Pacific  3.6       3.2 
Chic,  Mil.,  St. 
Paul  &  Pacific  1.0        1.4 

13.4 
9.1 

5.9 

1 
2 

3 

Northern  Pacific          —33.6 
Chic,  Mil.,  St. 

Paul  &  Pacific             tt 
Great  Northern            —40.3 

-5.7 

-2.8 
-7.5 

1 

2 

3 

WESTERN 

Union  Pacific                     2.3 
Mopac                              2.1 
Southern  Pacific                2.6 
Santa  Fe                           2.0    - 
Rock  Island                      2.1 

5.3 

1.6 

0.8 

-  0.8 

tt 

1 
2 
2 
3 
4 

Union  Pacific       6.6       6.0 
Mopac                 6.1        3.3 
Santa  Fe             5.5       5.1t 
Southern  Pacific    5.7        4.6 
Rock  Island         0.6       0.6 

16.7 
13.3 
12.1 
11.6 
2.4 

1 
2 
3 
4 
5 

Union  Pacific              —  1.9 
Mopac                       -19.2 
Rock  Island                   def. 
Southern  Pacific          —16.7 
Santa  Fe                    —31.3 

-1.6 
-1.5 
-0.9 
-3.2 
-4.9 

1 
2 
3 
3 
4 

NONRAIL 

Consolidated  Frtways.       12.2 
Greyhound                         8.5 
U.S.  Lines                      -0.2    - 

37.4 

8.7 

-12.1 

1 
2 
3 

Greyhound         22.7      17.8 
Con.  Frtways.      22.1      11.0 
U.S.  Lines            4.7        3.9 

19.3 

11.7 

9.5 

1 
2 
3 

Consolidated  Frtways.       0.5 
Greyhound                 —  0.3 
U.S.  Lines                   -85.1 

-0.3 
-0.8 
-2.5 

1 
2 
3 

INDUSTRY  MEDIAN                  2.6 

1.6 

INDUSTRY  MED.      5.2          3.9 

11.6 

INDUSTRY  MEDIAN         —18.2 

-2.4 

'Gain  or  loss  In  percentage  points, 
average.     JFour-year  average.     t^Fo 

tPretax  operating  income  as  a  percent  of  revenues.     ••Deficit  for  me 
ur-year  growth  rate.     t«Not  ranKed;  figures  not  available  because  of 

asured  periods.    ttProfit  to  a  deficit.     •••Three-year 
recent  merge.    def.-Oeficit.     E-Estimated. 
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STOCKBROKER  TO   KNOW 


John  Brick  has  made  securities  underwriting  his  career.  He  entered  the  business  in  1922  and 
has  participated  in  or  directed  the  marketing  of  billions  of  dollars  worth  of  securities  of 
America's  great  corporations.  He  joined  our  firm  in  1953,  became  a  general  partner  in  1955, 
Partner-in-Charge  of  our  Syndicate  Department  in  7967  and  Assistant  Director  of  our  Investment 
Banking  Division  in  7965.  A  member  of  our  Policy  Committee,  he  has  also  served  as  a  former 
Governor  of  The  American  Stock  Exchange,  Chairman  of  No.  12  District  Committee  of  the 
National  Association  of  Securities  Dealers,  Inc.,  Councilman  and  Commissioner  of  the  Borough 
of  Tenafly,  New  jersey. 


NEW  YORK 


BOSTON 


CHICAGO 


LOS  ANGELES 


John  Brick  is  your 
"quality  control" 
on  new  issues 
of  securities 

"What  type  of  security  should 
we  issue?  How  about  price?  Can 
you  find  us  the  right  buyers?" 
Familiar  questions  from  corpo- 
rations seeking  capital  to  John 
Brick,  Assistant  Director  of  our 
Investment  Banking  Division. 

He  also  hears  another  familiar 
question,  from  investors.  "Will 
this  new  security  be  a  good  in- 
vestment for  me  ?"  His  job  ?  With 
millions  at  stake,  serve  the  inter- 
ests of  both  parties. 

John  Brick's  answers  reflect 
the  subtle  patina  of  experience 
—  from  over  25  years  of  guiding 
securities  offerings  from  incep- 
tion to  investor— first  name  fa- 
miliarity and  daily  contact  with 
almost  every  major  U.  S.  under- 
writer. 

Because  he  knows  there  is  no 
one  "best"  way  to  distribute  se- 
curities he  tailors  a  pattern  of 
Custom  Distribution,  using  our 
58  offices  nationwide,  to  fit  the 
individual  needs  of  each  issuer. 

And  when  others  invite  us  to 
offer  their  underwritings  John 
Brick's  seasoned  market  judg- 
ment provides  a  stringent  quality 
control  for  our  250,000  custom- 
ers everywhere. 

Whether  you  seek  capital  or 
better  ways  to  invest  it  John 
Brick  can  help.  He  is  another 
good  reason  why  all  our  900 
partners,  managers  and  brokers 
are  all  The  Stockbrokers  To 
Know. 

PAINE 

WEBBER 

JACKSON 

&  CURTIS 

Members  New  York  Stock  Exchange 


AKRON  ANN  ARBOR  ARLINGTON  ASHLAND  BEVERLY  HILLS  CLEVELAND  COLUMBUS  CONCORD  CORPUS  CHRISTI  DALLAS  DHROIT  DUIUTH  ERIE  GARDEN  CITY  GRAND  RAPIDS  HARTFORD 
HOUGHTON  HOUSTON  HUTCHINSON  INDIANAPOLIS  KANSAS  CITY  LAWRENCE  LONG  BEACH  lYNN  MARQUETTE  MERCED  MILWAUKEE  MINNEAPOLIS  MUSKEGON  PASADENA  PASSAIC  PHILADELPHIA 
PHOENIX  PROVIDENCE  ROCHESTER  ST.  PAUL  SAN  BERNARDINO  SAN  DIEGO  SAN  FRANCISCO  SANTA  BARBARA  SANTA  MONICA  SPRINGFIELD  TOPEKA  VIRGINIA  WASHINGTON  WICHITA  WORCESTER 


'1  have  not  yet, 


thought  of  a  remedy 
for  luxury, . . 


BENJAMIN  FRANKLIN 


"T  am  not  sure  that  in  a  great  state  it  is  capable  of  a 
*■  remedy;  nor  that  the  evil  is  in  itself  always  so  great 
as  it  is  represented. 

"Suppose  we  include  in  the  definition  of  luxury 
all  unnecessary  expense,  and  then  let  us  consider 
whether  laws  to  prevent  such  expense  are  possible  to 
be  executed  in  a  great  country,  and  whether,  if  they 
could  be  executed,  our  people  generally  would  be 
happier,  or  even  richer. 

"Is  not  the  hope  of  being  one  day  able  to  purchase 
and  enjoy  luxuries,  a  great  spur  to  labour  and  in- 
dustry? 

"May  not  luxury,  therefore,  produce  more  than 
it  consumes,  if,  without  such  a  spur,  people  would 
be,  as  they  are  naturally  enough  inclined  to  be,  lazy 
and  indolent?  To  this  purpose  I  remember  a  circum- 
stance. 

"The  skipper  of  a  shallop,  employed  between 
Cape  May  and  Philadelphia,  had  done  us  some 
small  service,  for  which  he  refused  to  be  paid.  My 
wife,  understanding  that  he  had  a  daughter,  sent 
her  a  present  of  a  new-fashioned  cap. 

"Three  years  after,  this  skipper  being  at  my 
house  with  an  old  farmer  of  Cape  May,  his  passen- 
ger, he  mentioned  the  cap,  and  how  much  his 
daughter  had  been  pleased  with  it. 

"  'But'  (said  he)  'it  proved  a  dear  cap  to  our 
congregation.' 

"How  so?" 

"  'When  my  daughter  appeared  with  it  at  meet- 
ing, it  was  so  much  admired,  that  all  the  girls  re- 
solved to  get  such  caps  from  Philadelphia,  and  my 
wife  and  I  computed  that  the  whole  could  not 
have  cost  less  than  a  hundred  pounds.^ 

"  'True',  (said  the  farmer)  'but  you  do  not  tell 
all  the  story.  I  think  the  cap  was  nevertheless  an 
advantage  to  us;  for  it  was  the  first  thing  that  put 
our  girls  upon  knitting  worsted  mittens  for  sale  at 
Philadelphia,  that  they  might  have  wherewithal 
to  buy  caps  and  ribbons  there;  and  you  know  that 
the  industry  has  continued,  and  is  likely  to  con- 


mmmmmmmm 


Original  wood  engraving  by  Bernard  Brussel-Smicb 


tinue  and  increase  to  a  much  greater  value,  and  I 
answer  better  purposes.' 

"Upon  the  whole,  I  was  more  reconciled  to  this  i 
little  piece  of  luxury,  since  not  only  the  girls  were  i 
made  happier  by  having  fine  caps,  but  the  Phila- 
delphians  by  the  supply  of  warm  mittens." 

"Poor  Richard"  put  his  finger  on  this  simple  key  to 
an  expanding  economy  over  200  years  ago.  So,  isn't  it  I 
strange  to  find  people— well-meaning  people— in  this  I 
country  today  who  still  frown  on  the  luxuries  most  I 
of  us  work  to  enjoy?  They  want  the  government  I 
to  restrict  the  broad  range  of  products  and  services  I 
in  the  marketplace.  And  to  cut  back  on  advertising! 
because  it  makes  people  want  things  they  don't  need. 

Don't  need?  Well,  of  course,  no  little  girl  72eedij 
a  bow  in  her  hair.  Yet,  Mary  Murphy  will  forever  I 
top  off  the  apple  of  her  eye  with  a  ribbon.  And! 
where  would  the  ribbon  factories  be  without  her?  f 
And  the  ribbon  clerks? 

It  is  just  this  very  human  desire  to  add  the  little  I 
frills  to  our  living  that  has  created  our  jobs  and  ourl 
prosperity  .  .  .  the  ribbon  factories  and  automobilel 
factories  and  television  factories  . . .  and  the  mosti 
dynamic  economy  in  man's  history.  Shouldn't  wel 
be  careful  about  how  we  tinker  with  the  forces  thati 
have  created  all  this?  Because  the  simple,  troublingi 
truth  is,  nobody  knows  for  sure  how  far  you  can! 
regulate  our  economy  without  damaging  it. 
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Johnson  is  pushing  its  parent  com- 
pany. Illinois  Central  Industries,  into 
the  building  field. 

On  another  major  railroad  front — 
mergers — the  situation,  especially  in 
the  West,  was  seemingly  deadlocked 
as  various  managements  jockeyed  for 
positions  and  for  jobs  (Forbfs,  May 
1.  1967).  But  for  all  this,  mergers  did 
progress  last  year.  The  long-pending 
Seaboard-Coast  Line  deal  finally  was 
consummated.  Even  more  important, 
final  approval  of  the  Pennsylvania- 
New  York  Central  joining  seemed  cer- 
tain to  come  early  this  year.  This  will 
bring  together  the  two  largest  lines  (in 
terms  of  assets)  in  the  country.  Pres- 
ident Alfred  E.  Perlman's  Central  is 
also  diversified — in  real  estate  and  in 
trailer  manufacture — and  the  joining 
of  the  two  would  make  a  formidable 
corporation. 

Saunders  of  the  Pennsy  made  it 
clear  (Forbes.  Dec.  15,  1967)  that 
approval  of  his  own  merger  won't 
lessen  his  opposition  to  the  proposed 
Norfolk  &.  Western-Chesapeake  & 
Ohio  Baltimore  &  Ohio  merger.  Nev- 
ertheless, the  N&W-C&O/  B&O  made  a 
real  advance  in  their  plans  late  in  the 
year  when  they  made  a  deal  with  the 
Southern  Railway.  N&W  agreed  to 
make  joint  rates  on  coal  if  the  merger 
goes  through,  and  the  Southern  with- 
drew its  objections  to  the  merger. 

A  big  step  forward  also  was  taken 
by  the  so-called  Northern  Lines — the 
Northern  Pacific,  Great  Northern  and 
the  Chicago,  Burlington  &  Quincy. 
In  1966,  the  Interstate  Commerce 
Commission  turned  down  their  three- 
way  merger  proposal.  In  the  late  fall  of 
1967.  however,  after  the  three  partners 
agreed  to  new  conditions,  the  Com- 
mission  reversed   itself. 

Other  western  mergers — involving 
such  roads  as  the  Chicago  Rock  Island, 
the  Chicago  Milwaukee,  the  Southern 
Pacific,  the  Union  Pacific,  the  Santa 
Fe.  the  Missouri  Pacific  and  others — 
remained  deadlocked.  But  the  dead- 
lock may  be  loosening.  One  top  ex- 
ecutive who  is  close  to  the  industry  re- 
cently told  Forbes:  "If  the  Northern 
merger  goes  through  you're  going  to 
see  a  domino  effect.  One  merger  will 
fall  into  place  and  the  others  will  fall. 
too.  They  just  won't  be  able  to  afford 
the  luxury  of  staying  out. " 

For  the  industry,  the  fourth  quarter 
brought  some  improvement.  Toward 
its  end,  traffic  began  to  pick  up,  spot- 
tily  but  definitely.  On  top  of  this,  the 
railroads  were  finally  getting  some  help 
from  the  3%  freight  rate  increase 
which  went  into  effect  in  August;  it 
added  approximately  $100  million  to 
full-year  results. 

"I  finally  went  along  with  the  freight 
increase  in  August  because  we  had  not 


Nostalgia.   Gone  is  steam  and  glamour  as  the  computers  move  in. 


had  an  increase  since  1961,"  said 
President  Louis  Menk  of  the  Northern 
Pacific.  He  added,  however:  "But  our 
real  objective  should  not  be  to  get 
higher  rates  but  to  increase  our  share 
of  the  market."  It  is  Menk's  contention 
that  in  railroading  volume  is  the  name 
of  the  game.  Agreeing,  the  Pennsy's 
Saunders  pointed  out  that  the  rate  in- 
crease was  relatively  modest  and  was 
actually  smaller  than  the  increase 
posted  by  the  rival  trucking  industry. 
And  that  was  the  important  point: 
While  seeking  help  in  meeting  higher 
wage  and  other  costs,  the  railroads 
had  not — as  they  had  shortsightedly 
done  in  the  past — sought  to  raise  rates 
without  regard  for  their  competition. 

So  it  was  that  most  railroadmen — 
while  dismayed  by  their  declines  in 
earnings*— were  still  optimistic,  not 
only  for  the  long  run  but  even  for 
1968.  "Of  course,"  says  the  Cen- 
tral's Perlman,  "1968  depends  on 
whether  there  are  work  stoppages  in 
some  of  our  leading  industries,  but  a 
brighter  hope  for  the  years  ahead  is 
the  trend  in  modernizing  national 
transportation  policies." 

Downing  Jenks,  president  of  the 
Missouri  Pacific,  said:  "We  have 
experienced  tremendous  industrial 
growth  along  our  lines  in  recent  years 
and  we  expect  a  large  portion  of  this 
growth  to  be  converted  into  freight 
revenue  in  1968." 

The  IC's  Johnson  predicted  a  sharp 
pickup  for  1968.  He  guessed  that  the 
rail  industry  would  regain  the  volume 
lost  in  1967  and  climb  to  a  figure 
about  4%  ahead  of  the  all-time  record 
set  in  1966.  With  the  leverage  that  is 
involved  in  railroad  operations,  this 
could  hardly  help  but  give  a  sizable 
boost  to  railroad  profits. 

The     Great     Northern's     President 


John  M.  Budd  put  it  quite  simply: 
"The  lull  in  business  is  no  more  than 
a  temporary  situation  and  the  future 
for  the  railroads  remains  bright." 

On  Road  and  Water 

If  the  railroads  took  a  few  bumps 
in  1967,  the  big  bus  and  truck  lines 
continued  to  roll  smoothly  along  a 
highway  system  financed  largely  by 
the  Federal  Government.  Greyhound's 
1967  revenues  were  some  10%  above 
i966's  $539  million,  and  earnings  were 
only  a  little  higher  than  1966's  $1.49  a 
share.  An  ever-increasing  share  of 
Greyhound's  income  is  coming  from 
non  bus  sources  such  as  its  food  di- 
vision, its  equipment  leasing  division 
and,  most  recently,  its  GC  Computer 
Corp.  division  which  leases  IBM  360s 
and  other  computer  equipment. 

Consolidated  Freightways.  the  na- 
tion's largest  common  carrier  trucking 
firm,  had  1967  revenues  at  $335  mil- 
lion, up  from  $304  million  in  1966. 
Its  net  income  was  around  $2  a  share 
compared  to  $2.20  the  previous  year. 
Consolidated,  which  gets  40%  of  its 
revenues  from  noncarrier  sources  (it  is 
a  big  manufacturer  of  heavy-duty 
trucks),  continued  to  expand  in  1967: 
It  purchased  two  small  transport  lines, 
and  it  has  received  Civil  Aeronautics 
Board  permission  to  enter  the  air 
freight  forwardins  business. 

The  year  marked  simply  another  in 
a  long  succession  of  defeats  for  United 
States  Linss,  which  is  kept  in  business 
by  government  subsidy.  Handicapped 
as  always  by  high  maritime  wages  and 
fighting  a  losing  battle  for  passengers 
with  the  airlines,  the  company,  whose 
1967  revenues  were  under  the  $182- 
million  of  1966,  also  saw  container 
ships  beginning  to  make  a  dent  in  its 
freight  traffic.  ■ 
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Diversified  Metals 

The  diversified  metals  companies  were  better  off  last  year  than  the 
copper  companies,  but  as  it  turned  out,  not  that  much  better  off. 


Metals  are  the  lifeblood  of  a  growing 
economy;  and  last  year,  when  the 
U.S.  economy  perceptibly  slowed,  the 
blood  began  to  run  a  little  thin,  and 
with  it  the  earnings  of  most  of  the 
U.S.'  large  diversified  metals  pro- 
ducers. Moreover,  the  slowdown  was 
hardly  the  worst  of  it.  Lead  and  zinc 
prices  fell  sharply  on  reduced  demand 
from  the  auto  industry,  and  strikes 
shut  down  not  only  the  entire  U.S. 
copper  industry  but  individual  lead, 
zinc,  molybdenum  and  aluminum 
plants  as  well. 

As  a  result,  American  Smelting  & 
Refining's  nine-month  earnings  were 
off  13.8%,  American  Metal  Climax' 
20%,  St.  Joseph  Lead's  21%  and 
Cerro's  31%.  But  the  downturn  was 
not  universal.  Blessed  with  its  second 
price  increase  in  less  than  a  year  and 
the  absence  of  last  year's  crippling 
strike.  International  Nickel  posted  a 
10.6%  earnings  gain;  Hanna  Mining, 
despite  the  slowdown  in  steel,  a  9.8% 
gain;  and  Texas  Gulf  Sulphur,  riding 
an  upsurge  in  sulphur  prices  and  the 
first  flood  of  profit  from  its  Timmins 
bonanza,  a  spectacular  114%  gain. 

But  1967  was  the  first  off-year  the 
metals  industry  has  had  since  the  early 
Sixties.  As  a  result,  over  the  longer 
term  the  diversified  miners  have 
turned  in  records  well  above  the  aver- 
age of  U.S.  industry  (see  Yardsticks) . 
They  could  hardly  fail  to,  for  few 
industries  have  greater  leverage.  Not 
financial  leverage:  As  the  narrow 
spread  between  return  on  capital  and 
equity  indicates,  most  companies  have 
little  such  leverage.  Their  leverage  is 


built  into  their  basic  operations. 

The  degree  of  leverage  varies  from 
metal  to  metal,  but  is  most  pronounced 
in  lead  and  zinc,  least  in  molybdenum 
and  nickel.  It  arises  from  the  circum- 
stance that  metal  prices  tend  to  rise 
when  demand  rises,  and  to  fall  when 
demand  falls.  The  result  is  that  dollar 
sales  tend  to  increase  more  rapidly 
than  production,  and  profits  more 
rapidly  than  either.  Which  goes  a  long 
way  toward  explaining  why  the  group 
has  posted  such  an  extraordinary  rec- 
ord in  earnings  growth,  with  profits 
gains  far  exceeding  the  gains  in  sales 
(see  Growth   Yardstick). 

Diversification    with    a    Purpose 

Of  course,  this  operating  leverage 
works  both  ways,  and  no  company 
was  more  vulnerable  last  year  than  St. 
Joseph  Lead,  which  gets  more  than 
80%  of  its  gross  profits  from  lead  and 
zinc.  The  decline  was  amplified  even 
more  by  the  startup  costs  and  produc- 
tion losses  involved  in  a  $25-million 
program  that  has  increased  St.  Joe's 
lead  mining  and  doubled  its  smelting 
capacity  in  three  years. 

With  this  leverage  working  for  it, 
St.  Joe  had  done  superlatively  well 
over  the  past  five  years  in  both  the 
Growth  and  Profitability  Yardsticks. 
St.  Joe  had  attempted  to  hedge  its  bets 
with  a  lead-silver-zinc  mine  in  Argen- 
tina and  a  joint  venture  with  Bethle- 
hem Steel  in  iron  mining.  But  as  Law- 
rason  Riggs,  St.  Joe's  new  president, 
concedes,  these  ventures  are  far  from 
enough,  and  the  company  hopes  to 
diversify  at  least  into  other  metals  over 


,  the  years  ahead. 
■  In  opting  for  further  diversification, 
St.  Joe  is  merely  following  the  path 
already  taken  by  most  of  the  group's 
much  larger  producers.  Take  Cerro 
Corp.,  for  instance,  which  has  racked 
up  one  of  the  group's  most  impressive 
growth  records  in  the  years  since 
President  Robert  Koenig  decided  to 
balance  Cerro's  politically  hazardous 
Peruvian  mining  operations  (zinc, 
copper,  silver  and  lead)  with  a  major 
U.S.  copper  fabricating  and  cement 
operation. 

Cerro's  cement  venture  has  been 
something  of  a  fiasco,  but  its  fabri- 
cating has  paid  off  handsomely  as 
fabricated-copper  prices  soared  in  the 
mid-Sixties.  Last  year  fabricating 
profits  helped  stem  the  sharp  decline 
in  Cerro's  Peruvian  earnings.  Balked 
in  its  bid  for  Pickands  Mather,  Cerro 
last  year  turned  around  and  agreed  to 
merge  with  Bethlehem  Steel. 

By  contrast,  Canada's  giant  Interna- 
tional Nickel  Co.  has  easily  sur- 
mounted such  political  and  pricing 
problems  by  sticking  close  to  its  Cana- 
dian stronghold.  Because  of  its  dom- 
inance of  its  market,  Inco  has  been 
able  to  exercise  considerable,  though 
far  from  absolute,  control  over  nickel 
prices  and  hence  over  its  margins  and 
return  on  capital,  which  are  the  widest 
in  the  industry  (see  Profitability  Yard- 
stick). 

Inco  gets  a  certain  amount  of  diver- 
sification through  its  byproduct  output 
of  copper,  platinum  and  other  metals, 
but  it  has  no  intention  of  diversifying 
otherwise.  "There  is  so  much  of  the 
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(Companies  are  listed  in  each  group  in  order  of  their  performance  through  the  latest  available  12  months.) 
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GROWTH 

(5-year  compounded  rate) 


Sales 


Texas  Gulf  Sulphur 

Cerro 

St.  Joseph  Lead 

Amer.  Smelting  &  Ref 

Amer.  Metal  Climax 

Hanna  Mining 

International  Nickel 


29.0% 

11.5 

12.9 

3.4 

8.1 

6.6 

7.4 

8.1 

'Gain  or  loss  in  percentage  points. 


INDUSTRY  MEDIAN 


ate) 

Group 

Rank- 

Earnings 

ing 

35,1% 

1 

32.7 

2 

26.4 

3 

22.4 

4 

10.8 

5 

11.5 

5 

5.6 

6 

22.4 

PROFITABILITY 

(5-year  average) 


Int'l  Nickel 

St.  Joseph  Lead 

Am.  Met.  Climax 

Texas  Gulf 

Cerro 

Am.  Smelt.  &  Ref. 

Hanna  Mining 

INDUSTRY  MED. 


Return 

on 
Equity 

17.2% 

17.3 

18.1 

15.5 

12.9 

14.3 

11.4 

15.5 


Return       Oper.    Group 
on  Profit    Rank- 

Capital      Margin     ing 


17.2% 

14.5 

13.7 

10.8 

12.0 

12.6 

11.0 

12.6 


36.1% 

16.9 

11.4 

26.1 

16.6 

11.1 

11.3 

16.6 


TREND 

(latest  12  months  vs.  2-year  average) 


Earnings 
Gain 


Texas  Gulf  Sulphur 
Hanna  Mining 
Amer.  Smelting  &  Ref. 
Amer.  Metal  Climax 
Cerro 

International  Nickel 
St.  Joseph  Lead 

INDUSTRY  MEDIAN 


Net      Group 
Profit     Rank- 
Uargin*    m| 

1 
2 
3 
4 
4 
4 
5 
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world  that  hasn't  been  explored," 
Chairman  Henry  Wingate  explains, 
"that  we've  decided  we  could  make 
more  money  by  concentrating  on  mar- 
ket research  and  exploration  for 
mines."  Inco  is  expanding  geographi- 
cally (in  Guatemala  and  New  Cale- 
donia), but  it  has  had  its  hands  full 
just  trying  to  provide  enough  nickel 
at  reasonable  enough  prices  to  keep 
the  market  growing — one  reason  why 
its  performance  in  the  Growth  Yard- 
stick is  so  disappointing. 

Into  Everything 

That  most  widely  diversified  of 
major  metals  companies,  American 
Metal  Climax,  occupies  very  nearly 
the  same  position  (and  faces  much  the 
same  problems)  in  molybdenum  that 
Inco  does  in  nickel.  But  in  addition  to 
producing  moly,  Amax  also  produces 
or  processes  copper,  lead,  zinc  and 
'potash,  among  other  minerals. 

Amax'  great  triumph  in  recent 
years,  however,  has  been  its  success 
in  establishing  itself  as  a  major  factor 
in  aluminum,  an  area  in  which  it  is 
just  beginning  to  realize  its  potential. 
By  sharply  leveraging  its  common, 
Amax  could  boast  the  highest  average 
return  on  equity  of  any  company  in 
the  group.  But  as  its  Growth  ranking 
suggests,  it  has  paid  a  price  in  diver- 
sifying Amax:  It  has  exposed  itself  to 
sometimes  severe  price  and  overcapac- 
ity problems,  not  only  in  aluminum 
but  in  potash  and  in  lead  and  zinc 
as  well.  "Ah,  well,"  said  Amax  Presi- 
dent Ian  MacGregor  philosophically, 
"Amax  has  always  worked  on  swings 


and  roundabouts." 

Asarco,  the  only  other  company  in 
Forbes  metals  group  that  can  even 
come  close  to  matching  Amax'  diver- 
sity, began  expanding  beyond  its  orig- 
inal lead  and  zinc  mining  and  custom 
smelting  operations  a  decade  ago.  It 
has  since  established  itself  as  one  of 
the  world's  largest  copper  producers — 
directly  in  the  U.S.  with  its  Mission 
and  Silver  Bell  mines,  and  indirectly 
in  Peru  and  Australia  through  its 
majority-owned  affiliates,  Southern 
Peru  Copper  and  Mt.  Isa  Mines,  whose 
dividends  went  a  long  way  toward 
softening  the  impact  of  last  year's 
U.S.  'copper  strike. 

With  copper  prices  soaring  in  recent 
years,  Asarco  could  hardly  have  failed 
to  do  well  in  the  Growth  Yardsticks. 
And  though  its  return  is  only  medi- 
ocre, it  is  understated  to  the  extent 
that  it  fails  to  reflect  Asarco's  sub- 
stantial equity  in  the  undistributed 
earnings  of  its  Australian  and  Peruvian 
subsidiaries. 

Stability  or  Opportunity? 

Having  already  established  itself  as 
the  only  U.S.  domestic  nickel  pro- 
ducer, Hanna  Mining — one  of  the 
U.S.'  two  big  indef>endent  iron  ore 
producers — has  also  begun  to  diver- 
sify. An  Australian  ore  project  went 
into  full  production  in  1967  and  two 
partly  owned  ventures — a  Guatemalian 
nickel  project  (with  Inco)  and  a  Bra- 
zilian aluminum  endeavor  (with  Al- 
coa) are  in  development. 

But  the  big  thrust  behind  Hanna's 
earnings  gains  in  recent  years  has  been 


its  success  in  replacing  its  declining 
natural  iron  ore  business  with  high- 
grade  (and  high-priced)  pelletized 
ores,  both  directly  and  in  partnership 
with  its  steel  company  customers.  As 
Hanna's  pellet  production  has  risen 
from  2  million  to  close  to  6  million 
tons  over  the  past  three  years,  Hanna's 
margins  and  profits  have  widened  en- 
couragingly. Even  so,  Hanna's  pro- 
gress is  hampered  by  the  fact  that  its 
major  competitors  are  also  its  major 
customers,  and  in  both  growth  and 
return,  Hanna's  performance  is  dis- 
tinctly below  average. 

Stability,  of  course,  is  only  half  of 
the  impulse  toward  diversification. 
Mining  can  provide  fantastic  returns, 
and  no  company  has  more  dramatical- 
ly demonstrated  this  than  Texas  Gulf 
Sulphur,  which  only  a  few  years  ago 
was  the  leading  producer  of  that  mun- 
dane element,  sulphur.  In  the  early 
Sixties,  Texas  Gulf  diversified  into 
potash  and  phosphate,  then  struck  it 
rich  with  the  discovery  of  the  fabu- 
lous Kidd  Creek  mineral  treasure- 
house  (zinc,  lead,  copper,  silver)  near 
Timmins,  Ontario,  which  went  into 
production  last  year. 

As  Timmins  began  making  its  first 
contribution  to  earnings,  sulphur 
prices  went  straight  through  the  roof, 
and  Texas  Gulf's  earnings  soared  into 
the  stratosphere.  Result:  a  splendid 
rate  of  growth,  a  barely  mediocre  per- 
formance in  the  Profitability  Yard- 
stick. The  latter  reflects  mainly  the 
past,  however,  and  with  Timmins  now 
in  full  operation,  the  company's  pros- 
pects look  nothing  short  of  dazzling.  ■ 
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Autos 

The  auto  and  truck  industry  would  just  as  soon  forget 
1967.  But  interesting  battles  are  shaping  up  for  1968. 


It  is  just  as  well  that  Chairman 
Henry  Ford  II  of  Ford  Motor  Co.  was 
the  most  optimistic  of  the  auto  men  at 
the  end  of  1967,  for  1968  will  be  cru- 
cial for  his  company.  To  be  sure.  Ford 
is  virtually  assured  of  a  comeback 
from  its  strike-depressed  performance 
of  last  year;  and  the  company  remains 
the  strong  No.  Two  to  General  Motors 
that  Henry  Ford  and  his  managers 
made  it  in  the  postwar  period. 

But  in  1968  Ford  is  setting  out  to 
cure  its  traditional  weakness  in  the 
intermediate  car  market — automo- 
biles priced  from  $3,000  to  $4,000. 
This  is  a  changed  market  from  the  tra- 
ditional middle-price  range;  it  is  where 
costlier  sporty  cars  compete.  It  is  the 
market  where  GM  has  been  shoring  up 
its  Pontiac,  Oldsmobile  and  Buick  di- 
visions with  new  styles  and  models  de- 
signed, one  can  imagine,  to  catch  cus- 
tomers on  the  way  up  from  Ford's 
Mustang.  It  is  the  area  in  which  Chrys- 
ler Corp.  has  strengthened  its  Dodge 
division. 

Loyal  Buyers 

For  strengthening  the  consumer's 
loyalty  to  a  company's  makes  of  auto- 
mobile is  a  prime  consideration  in  a 
business  where  the  consumer  makes 
his  second  largest  single  expenditure 
(after  his  house).  The  heart  of  Gen- 
eral Motors'  success  has  been  its  abili- 
ty, as  the  consumer  increased  in  af- 
fluence, to  trade  him  up  from  his 
Chevy  to  Pontiac  or  Olds  or  Buick  on 
up  to  Cadillac. 

Ford's  problem  has  always  been  the 
middle    years,    when    the    trading-up 
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Ford  driver  would  bypass  the  com- 
pany's Mercury  cars  in  favor  of  GM 
or  Chrysler  makes.  Since  the  Mus- 
tang, Ford  brought  out  the  Mercury 
Cougar — a  $3,200-and-up  range  car 
(with  some  extras) — in  1966.  This 
gave  it  a  natural  tradeup  in  the  new 
sporty  market  that  Ford  virtually  cre- 
ated. But  the  company  needs  greater 
breadth  in  that  intermediate  range. 

So  Ford  this  year  will  be  pushing  a 
Mercury  called  the  Montego — range 
from  $2,750  to  just  under  $3,100 — in 
tandem  with  a  jazzy  new  Ford  model 
called  the  Torino,  ranging  from  $2,900 


•  to  over  $3,300.  With  their  help.  Ford 
is  looking  to  climb  back  to  29.7%  of 
the  market  excluding  imports  in  1968, 
significantly  above  its  28.2%  showing 
of  1966.  Last  year  the  strike  threw 
comparisons  awry;  but  the  fact  that 
Ford  began  the  year  with  a  hefty  30% 
of  the  January  market,  and  had  slipped 
to  26%  by  May,  suggests  that  it  was 
not  all  strike  damage  that  hurt  Ford's 
market  share. 

For  one  thing,  Chrysler  continued 
to  come  on.  President  Virgil  E.  Boyd 
said  in  December:  "In  1964  we  had 
14.7%,  in  1965  we  had  15.7%,  in 
1966  we  had  16.7%  and  we're  cur- 
rently running  at  17.7%.  Of  course 
Ford  has  lost  some  of  it,  but  we  were 
increasing  right  through  the  year.  It 
didn't  all  come  after  the  Ford  strike." 

Capacity  Now 

Chrysler's  problem  has  not  been 
sales,  which  have  risen  an  average  of 
17%  a  year  in  the  last  five  years. 
Rather,  its  trouble  has  been  earnings, 
down  last  year  for  the  second  con- 
secutive year.  Chrysler  has  been  pay- 
ing for  its  growth,  as  it  built  new 
plants  to  increase  its  ability  to  com- 
pete with  the  other  two  auto  triumvirs. 

"We  do  feel  we  have  the  capacity, 
between  1.7  million  and  1.8  million," 
said  Boyd,  "to  move  in  the  market- 
place either  in  percentage  of  industry 
or  growth  of  the  industry,  without  any 
major  expansion  programs."  Does  that 
mean  that  Chrysler's  earnings  should 
recover  in  1968  in  the  absence  of  start- 
up costs?  Responded  Boyd,  "That  is  a 
reasonable  assumption." 


YARDSTICKS  OF  PERFORMANCE 

:  Autos  &  Trucks 

i 

(Companies  are  listed  in  each  group  in  order  of  their  performance  through  the  latest  available  12  months.) 

n 

GRC  ■■*  r;-? 

PROFITABILITY 

TREND 

1 

(5-year  compounded  rate) 

(5-year  average) 

(latest  12  months  vs.  2-yeai 

average 

Group 
Rank- 
ing 

Group 
Rank- 
Sales        Earnings     ing 

Return       Return       Oper.    Group 
on              on          Profit    Rank- 
Equity       Capital      Margin     Ing 

Earnings 
Gain 

Net 

Profit 

Margin* 

White  Motor                   10.9%      18.1%       1 
Chrysler                        17.1          10.7         2 
Infl  Harvester                 7.2          10.4         3 
Fruehauf                         7.8           4.1         4 

General  Motors     24.5%    23.0%    21.1%     1 
Chrysler               17.4        14.3         9.8        2 
Ford  Motor            14.1         13.2        13.6        2 
Fruehauf              13.6        10.7        12.2        3 

White  Motor                     3.8% 
Infl  Harvester            -13.0 
Fruehauf                    -20.1 
General  Motors           —17.9 

t 

-0.7 
-0.8 
-1.5 

1 
2 
3 
4 

General  Motors                7.1           4.5         4 
Ford  Motor                      7.8        -5.0         5 
American  Motors           —4.1            **         6 

White  Motor         14.8        12.7          7.0        3 
Int'l  Harvester        8.9         7.9        11.0       4 
American  Motors    5.3         5.3         3.9       5 

Chrysler                     -27.7 
Ford  Motor                 -51.0 
American  Motors             def. 

-1.2 

-2.8 

def. 

5 

6 
7 

INDUSTRY  MEDIAN                7.2               4.5 

INDUSTRY  MED.      14.1           12.7           11.0 

INDUSTRY  MEDIAN          —20.1 

-1.2 

•Gain  or  loss  in  percentage.     tNo  change.     **Profit  to  a  deficit.     def.-Oeficit. 
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67reasons 

why 

it  would  ha\  e  paid  you  to  answer  •/our ad  a  few  months  ago 


A  few  months  ago.  we  ran  an  ad  inviting  readers  to  accept 
a  trial  subscription  to  U.S.  News  &  World  Report, 
on  a  money-back  assurance  of  satisfaction. 
We  don't  have  room  here  even  to  begin  to  summarize 
the  hundreds  of  pages  of  "useful  news"  you  missed  by  not 
subscribing  at  that  time.  But  here,  at  least,  are  67  examples 
of  the  way  U.S.  News  &  World  Report  has  enriched  the 
thinking,  the  planning,  and  the  conversation  of  its  more 
than  1,600.000  readers  in  recent  issues  ...  67  of  the  reports, 
analyses  and  interviews  that  have  given  our  readers  a 
valuable  "inside'  look  at  the  important  trends  and 
developments  of  our  time. 

1.  Bright  Signs  in  the  Short-Range  Business  Outlook 

2. Turning  Point  in  Vietnam:  Where  the  War  Is  Headed  Now 

3.  A  Close  Election  in  November?  What  the  "Pros"  Say 

4.  What  the  Anti-War  Demonstrations  Have  Accomplished 

5.  Stock  Market  Experts  Size-Up  Today's  Market 

6.  What  To  Expect  From  Congress:  The  Priority  Issues  Now 

7.  "Hold-Your-Hats"  Inflation  Spiral?  Outlook  for  Prices 

8.  Russia's  Role  as  Co-Belligerent  in  the  Vietnam  War 
9.The  Primaries:  Signs  and  Signals  the  Experts  Watch  For 

10. The  Chances  Now  for  Lasting  Peace  in  the  Middle  East 

11.  Rocky-Romney-Reagan:  As  Governors  -  How  Good? 

12.  Plugging  Tax  Loopholes  . . .  Who  Gains,  Who  Loses 

13.  How  U.S.  Schools  Have  Improved  in  Last  10  Years 

14.  Vietnam:  The  Stepped-Up  Search  for  a  Way-Out 

15.  IBJs  Early  Strategy  for  the  '68  Campaign 
16.The  Foreign-Doctor  ■Invasion"-The  Problems 
17. Tax  Action  Delayed  -  How  It  Affects  You 
IS.The  Biggest  Worry  on  Wall  Street  Today 

19.  Bobby  Bides  His  Time:  What  RFK  is  Up  to  Now 

20.  W  hat  Next  in  Red  China?  3  Strong  Possibilities 

21.  How  Living  Costs  Vary  in  39  U.S.  Cities 

22.  Russia  Builds  a  Bigger  Navy  -  What  It  Means 

23.  Urban  Planners'  "Scare  Story"  About  Tomorrow's  Cities 

24.  Wide-Open  Race  for  GOP  Nomination:  Who  Stands  Where 

25.  White-Collar  Man's  Burden:  Tight  Squeeze  on  Incomes 
26. The  New  and  Growing  Negro  Middle  Class 

27.  Pulpit  or  Soapbox  .  .  .  What  Role  for  U.S.  Churches? 

28.  Dos  and  Don'ts  in  Handling  Your  Estate 

29.  Rising  Cost  of  College  -  Now,  Next  Year,  Years  Ahead 

30.  Doctor's  Advice  on  How  to  Beat  Executive  Tension 
31. The  Deep  Dissension  Which  Divides  Democrats 

32.  Europe's  Drift  from  Pro-  to  Anti-Americanism 

33.  Black  Power  "Manifesto":  What  Negro  Extremists  Want 

34.  Where  Business  Stands  Now  -  New  Factors  to  Consider 

35.  How  to  Save  on  Your  Taxes  this  Year 

36.  LBJs  Political  "Consensus"-Whats  Left  of  It  Now 

37.  Industries  in  Which  Officers  are  Buying,  Selling.  Stock 

38.  Houses  of  Tomorrow:  New  Gadgets,  Materials,  Designs 

39.  Answer  to  Auto  Insurance  Dilemma  -  Changes  to  Expect 

40.  New  "Buck  Rogers"  Weapons  Now  in  Use  in  Vietnam 

41.  How  Communists  Exploit  Truce  Talks:  Lessons  From  Korea 
42. The  Great  Garbage  Glut  -  Big  Cities  Fight  Losing  Battle 
43.  Pros  and  Cons  of  the  U.S.  Anti-Missile  System 
44.Tomorrow's  Good  Jobs:  What,  Where,  How  Many 

45.  How  to  Handle  Your  Money  Now 

46.  Richard  Nixon  Talks  Politics  -  Exclusive  Interview 

47.  What's  Ahead  For  Business?  What  Leading  Economists  Say 

48.  Inflow  of  Goods  from  Abroad  -  Whom  It  Hurts 
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49. Tighter  Money  Coming  —  The  Impact  this  Time 

50. The  Army's  Great  Success  in  Retraining  the  "Misfits" 

51.  Communism's  50th  Year  . .  ."The  System  Cannot  Last" 

52.  Bargains  in  Corporate  Bonds 

53.  Outlook  Now  for  the  Dollar:  Where  Money  Rates  Are  Headed 

54.  How  to  Start  an  Arms  Race  —  Example  in  South  America 

55.  Canada  Legislates  an  End  to  Costly  Strikes 

56.  People,  People,  Everywhere:  Now  200  Million  Americans 

57.  What's  Ahead  for  Builders  and  Homebuyers  Now 

58.  Negro  Leaders  Fix  New  Goals.  New  Bloc  Voting  Strategy 

59.  Exclusive  Interview  With  the  President  of  South  'Vietnam 
60. The  Mad  Scramble  for  Tax  Money;  Federal,  State,  Local 
61. The  "Career  Criminal"  and  the  Rising  Crime  Rate 

62. The  Air  War  in  Vietnam  —  A  New  Appraisal 

63.  Hubert  Humphrey's  Election-Year  Political  Chores 

64.  20  Stocks  the  Investment  Experts  Favor  Now 

65.  When  U.S.  Shifts  from  War  Economy  —  What  to  Expect 

66.  How  America's  Critics  Abroad  Embrace  Our  Way  of  Life 

67.  Business  After  the  Elections  —  What  to  Look  For 

Every  week  U.S.  News  &  World  Report  brings  you 
news  you  can  use,  news  you  didn't  know  and  can't  get 
elsewhere.  The  editors  not  only  report  the  news  "behind" 
significant  happenings.  They  go  further  and  seek  to  answer 
the  questions  raised  in  your  mind:  "What  does  this  news 
mean  to  me?  My  work?  My  family?" 

You  get  special  newsletter  pages  that  give  you  a  quick 
grasp  of  developments  in  every  significant  news  area. 
Exclusive  interviews  with  important  newsmakers.  Reports 
based  on  weeks  and  months  of  study  by  experts. 
A  complete  rundown  of  current  trends  in  politics, 
foreign  affairs,  wages,  prices,  labor,  science. 

why  not  find  out  how  valuable  U.S.  News  &  World 
Report  can  be  to  you  between  now  and  the  conventions?  To 
give  you  the  opportunity  to  do  so,  we  are  again  making  an 
introductory  offer.  Here  it  is: 


Send  no  money 


Simply  mail  the  attached  card.  It  will  bring  you  the  next 
23  weekly  issues  of  U.S.  News  &  World  Report  for  the 
Trial  Subscription  price  of  only  $2.97  (a  substantial  saving). 
You  need  not  send  any  money  now  —  we'll  be  glad  to  bill 
you  later.  And  your  money  will  be  cheerfully  rrlunded  at  any 
time  during  your  trial  subscription  if  the  magazine  does 
not  live  up  to  your  highest  expectations.  Thus  you  have 
nothing  to  lose  by  mailing  the  card  —  and  we  sincerely 
believe  you  have  a  great  deal  to  gain.  But  do  mail  the 
Trial  Subscription  card  now  —  the  very  next  issues  will 
contain  interesting  reports  about  important  developments 
and  trends  to  watch  in  the  coming  months.  U.S.  News  & 
World  Report,  Washington,  D.C.  20037. 
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Common  Market.  The  cars  cir- 
cled in  the  above  picture  of  a  Lon- 
don traffic  jam  don't  look  any  dif- 
ferent from  the  noncircled  ones, 
nor  are  they  except  for  the  fact  that 
U.S.-owned  auto  companies  pro- 
duced them.  By  contrast,  the  cir- 
cled cars  in  the  New  York  street 
scene  photo  at  right  do  look  dif- 
ferent. They  are  foreign-made  and 
imported  into  the  U.S.  A  compara- 
tive glance  tells  why  the  U.S.  auto- 
makers are  not  complaining  too 
loudly  about  the  rising  tide  of  im- 
ported autos  in  their  home  market. 
With  its  huge  stake  overseas,  De- 
troit quite  simply  has  much  more 
to  gain  than  to  lose  from  free  trade 
in  the  auto  markets:  Ford  Motor 
Co.  Ltd.  is  the  second-largest  auto- 
mobile producer  in  the  British  Isles; 
General  Motors'  Opel  is  .second- 
largest  in  lVe.st  Germany.  If  an 
Englishman  drives  a  Vauxhall  he  is 
a  GM  customer;  if  a  Hillman,  he 
buys  Chrysler.  Charles  de  Gaulle 
may  prefer  French-owned  Citroen, 
but  many  of  his  countrymen  drive 
Chrysler's  Simca.  Roughly  one- 
fourth  of  European  auto  production 
is  U.S.-owned,  while  foreign  cars 
in  1967,  in  a  banner  year,  achieved 
only     9%     of    the     U.S.    market. 
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While  its  two  main  competitors 
struggled  with  their  special  problems. 
General  Motors  watched  both  its  sales 
and  earnings  decline  through  the  first 
half  of  1967.  Then  came  the  third- 
quarter  pick-up  in  sales,  clearing  up 
inventories  of  1967  models  and  be- 
ginning the  new  model  year  smartly. 
GM's  earnings  rose  enough  to  bring 
the  20%  decline  of  the  first  half  down 
to  14.5^^  at  the  nine-month  mark. 
Higher  fourth-quarter  sales,  partly  be- 
cause of  the  strike  at  Ford,  lifted  full- 
year  earnings  much  closer  to  1966's 
SI. 8  billion  than  industry  watchers 
had  anticipated  during  a  year  when 
U.S.  automakers  built  1.2  million  few- 
er cars  than  in  1966. 

James  M.  Roche,  who  moved  up  to 
chairman  of  the  world's  largest  in- 
dustrial corporation  last  year,  shied 
away  from  predicting  1968  earnings, 
even  though  he  had  cleared  one  big 
hurdle  late  in  1967  by  reaching  an 
agreement  with  the  United  Auto 
Workers.  But  he  did  talk  about  the 
relative  decline  of  Chevrolet,  which 
had  26%  of  the  auto  market  last  year 
vs.  32%  and  30%  back  in  the  pre- 
Mustang  days  of  1962  and  1963. 

Said  Roche,  "From  a  corporate 
standpoint,  we  have  introduced  over 
the  last  five  years  some  very  important 
competition  for  the  Chevrolet  lines. 
We  have  [expanded  lines  of]  the  Olds- 
mobile  F-85,  the  Buick  Special,  the 
Ponliac  Tempest,  the  Firebird  and  so 
on.  We  regard  Chevrolet  as  the  pri- 
mary contender  against   Ford   in   the 


General  Motors  family,  but  we  had  to 
broaden  the  lines."  Ford's  new  chal- 
lenge means  that  the  competition  has 
moved  up  in  price,  and  incidentally 
helps  to  explain  why  U.S.  car  makers 
have  been  loath  to  build  a  new  small 
car  to  answer  the  growing  imports  {see 
box). 

Like  its  larger  competitors,  Ameri- 
can Motors  too  chose  not  to  build  a 
new  small  car  but  to  enter  the  Mus- 
tang market  on  a  "low  cost  plus  per- 
formance" basis,  as  President  William 
V.  Luneburg  called  it.  A.merican  was 
undoubtedly  in  the  exciting  part  of 
the  market,  but  the  question  remained 
whether  it  could  compete  with  the  in- 
dustry giants.  AMC  reported  a  $76- 
million  loss  in  the  fiscal  year  which 
ended  Sept.  30.  Toward  year's  end  it 
was  granted  an  extension  by  its  bank- 
ers on  repayment  of  some  $60  million 
of  debt,  and  Congress  sought  to  help 
the  company  by  an  amendment  to  a 
tax  bill  allowing  it  special  tax-loss  pro- 
visions. American's  sales  figures, 
helped  by  the  Ford  strike,  looked  bet- 
ter in  the  final  calendar  quarter;  but 
the  company's  fever  chart  .still  required 
month-to-month  readings. 

First  Trucks,  Then  .  .  . 

Truck  sales  opened  the  year  weakly, 
then  gradually  turned  up  after  the  7% 
investment  tax  credit  was  restored. 
Farm  equipment  sales  started  strong, 
then  began  to  lag  late  in  the  year. 
These  factors,  together  with  the  con- 
tinuing  poor   market   in   construction 


equipment,  made  it  a  sour  year  for 
International  Harvester.  IH  gets  al- 
most half  its  sales  from  trucks  (it  is 
the  largest  factor  in  the  heavy-duty 
market),  another  third  of  sales  from 
farm  machinery  and  about  13%  from 
construction  equipment.  Altogether,  IH 
earnings  were  ofl"  16%   last  year. 

White  Motor  has  grown  rapidly 
enough  as  a  maker  of  heavy  trucks, 
farm  and  materials  handling  equip- 
ment to  earn  the  No.  One  Yardsticks 
spot  in  both  Growth  and  Trend.  Last 
year  it  sufl'ered  a  14%  decline  in  nine- 
month  earnings  because  of  the  poor 
truck  market.  But  late  in  the  year 
White  increased  its  truck  output  look- 
ing to  an  upturn  in  1968,  and  Presi- 
dent John  N.  Bauman  said  earnings 
for  all  of  1967  would  be  off  about 
10%.  Also  in  the  New  Year,  White 
will  acquire  the  dump  truck  business 
of  General  Motors'  Euclid  division, 
which  augurs  well  for  continued 
growth. 

Fruehauf  Corp.,  the  highly  success- 
ful truck-trailer  maker,  had  higher 
sales  last  year.  But  this  was  due  to  a 
spate  of  government  business.  On  this, 
the  margins  are  lower  than  on  com- 
mercial business  and  so  the  extra  vol- 
ume wasn't  enough  to  offset  labor 
troubles  and  the  general  market  down- 
turn for  truck  trailers.  Earnings  for  the 
year  slid  about  16%. 

Summing  up,  1967  was  neither  a 
year  to  repeat  nor  a  disaster,  but  both 
car  and  truck  makers  expected  better 
from    1968.    ■ 


UTILITY  +  PERSONALITY=450,000 


It's  hard  to  argue  with  success — 
and  who  has  been  more  successful 
than  the  U.S.  automobile  industry? 
Not  only  has  it  remade  America, 
but  its  makes,  and  models  produced 
by  its  subsidiaries,  increasingly 
dominate  the  roads  in  Britain,  in 
Europe,  in  Australia  and  Latin 
America  (see  picture  opposite). 

And  yet  there  is  one  apparent 
failure.  It  is  one  that  is  hard  to 
argue  away.  At  home  Detroit  has 
surrendered  a  whole  segment  of  the 
market  to  a  car  designed  and  pro- 
duced in  Europe:  the  Volkswagen. 
The  VW's  is  no  market  to  sneer  at. 
Last  year  Americans  bought  450,- 
000  beetles,  more  than  American 
Motors  sold  of  all  models,  more 
than  any  of  the  Big  Three  sold  of 
their  low-priced,  compact  models 
— Chevrolet's  Chevy  II,  Ford's  Fal- 
con, Plymouth's  Valiant. 

There  are  many  reasons  for  the 
VW's  success:  economy,  compact- 
ness, dependability,  reverse  snob  ap- 


peal. Another  is  William  Bernbach, 
56.  Bernbach,  a  small,  highly  artic- 
ulate man,  is  chairman  of  Doyle 
Dane  Bernbach,  Inc.,  the  U.S.'  sev- 
enth largest  advertising  agency. 

Bernbach  made  his  name  and 
the  agency  its  fame  with  a  pace- 
setting  series  of  advertisements  de- 
vised in  1959  to  sell  the  VW.  More 
than  most  auto  ads,  these  had  a 
personality;  they  also  had  a  kind 
of  self-deprecating  humor,  like  urg- 
ing the  readers  to  "Think  Small." 
Those  ads  launched  a  new  trend  in 
advertising.  In  a  similar  vein,  Bern- 
bach went  on  to  mastermind  Avis' 
"We  Try  Harder"  campaign. 

Bernbach  thinks  there  is  a  lesson 
for  the  U.S.  auto  industry  in  his 
and  the  VW's  success.  "When  was 
the  last  time  you  saw  a  diffeient 
automobile  ad?"  challenges  the  ad- 
man. Then  he  answers  himself:  "In 
my  opinion  it  is  very  hard  to  dis- 
tinguish between  the  ads  for  differ- 
ent automobiles.  Let's  just  say  it  is 


very  competent  advertising,  it's  all 
slick.  And  if  you  say  everything  the 
same  way,  people  tend  to  think 
everything  is  the  same. 

"American  business  is  so  damn 
efficient  up  to  the  point  of  persua- 
sion, but  persuasion  is  an  art  and 
business  suspects  artistry.  In  a 
mathematical  way  business  can  find 
the  right  thing  to  say,  and  it  says 
the  rif>ht  things.  But  you  also  have 
to  make  people  feel  it  is  right;  they 
have  to  feel  it  in  their  gut." 

Bernbach  took  a  car  that  was 
almost  purely  utilitarian — it  is  so 
regarded  in  Europe  today — and 
gave  it  an  appealing  personality,  a 
"soul"  if  you  will.  He  thinks  this  is 
exactly  what  most  American  cars 
today  don't  have.  It  is  curious  that 
Detroit,  one  of  the  purveyors  of  the 
American  dream,  should  have  for- 
gotten its  own  lessons.  "Look  at  the 
Mustang,"  Bernbach  says.  "It  was 
a  car  with  a  personality  and  it  took 
right  off."  ■ 
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Faces  Behind  the  Figures 


Men  who  made  the  Yard- 
sticks move  during  1967. 


Robert  S.   Stevenson 
Fight  for   Life 

No  ONE  CAN  SAY  that  Robert  S. 
Stevenson  hasn't  tried.  Stevenson 
has  done  everything  he  could  to 
iceep  Aiiis-Chalmers  an  independent 
company.  It's  a  fine  old  company, 
founded  120  years  ago,  and  it  has 
been  Stevenson's  life.  Now  59,  he 
started  with  A-C  as  a  tractor  sales- 
man right  after  his  graduation  from 
Washington  State  College.  He 
worked  his  way  up  the  corporate 
ladder  to  president  in  1955.  He 
took  over  a  company  with  a  reputa- 
tion for  solid  products.  There  was 
only  one  trouble:  No  matter  what 
it  manufactured,  whether  tractors, 
farm  and  construction  equipment 
or  electrical  machinery,  it  was 
second  or  third  or  fourth.  In  no 
line  did  A-C  have  enough  volume 
to  produce  really  strong  profits. 

For  a  while  it  seemed  that 
Stevenson  had  A-C  moving.  In 
1964,  1965  and  1966  revenues 
climbed  steadily,  from  $629  mil- 
lion to  $857  million,  and  earnings 
began  to  climb.  But  this  year,  earn- 
ings slipped  badly. 

That  Allis-Chalmers  is  still  a 
company  with  potential  is  obvious 
from  the  number  of  people  who 
want  to  take  it  over.  Ling-Temco- 
Vought  has  made  two  bids  for 
Allis-Chalmers,  and  Stevenson 
managed  to  rebuff  them  both.  Gen- 
eral Dynamics  looked  at  A-C,  but 
that  also  came  to  nothing. 

Stevenson  and  his  directors,  lack- 
ing the  backing  of  any  substantial 
blocks  of  stock,  are  vulnerable  to  a 
takeover.  Bob  Stevenson  is  deter- 
mined, however,  to  make  a  merger 
that  will  enable  it  to  retain  as  much 
as  possible  of  its  corporate  identity. 
The  odds-on  favorite  right  now  is 
Signal  Oil.  ■ 


Forrest  N.   Shumway 

Sanctuary 

One  of  the  reasons  Signal  Oil  & 
Gas  eventually  may  get  Allis- 
Chalmers  is  Forrest  N.  Shumway. 
Still  only  40,  Shumway  has  turned 
Signal  Oil  from  a  simple  gasoline 
producer  to  a  big  conglomerate 
that  last  year  had  sales  of  well 
over  $1  billion,  less  than  half  of 
them  from  oil.  He  did  this  by  play- 
ing the  role  of  management's  re- 
fuge in  a  storm.  If  a  management 
is  threatened  by  a  takeover,  and 
Shumway  likes  the  company,  he 
will  offer  it  a  home.  He  changes  the 
management  as  little  as  possible. 

This  is  what  recommended  him 
to  Allis-Chalmers'  Robert  S.  Stev- 
enson, who  turned  down  acquisition 
bids  from  Ling-Temco-Vought  and 
General  Dynamics. 

It's  what  recommended  him  to 
Garrett  Corp.  The  California-based 
aerospace  manufacturer  was  threat- 
ened with  a  takeover  by  Curtiss- 
Wright.  For  Garrett,  Signal  Oil  was 
a  bomb  shelter. 

It  was  a  bomb  shelter  also  for 
Mack  Truck,  threatened  with  take- 
overs; for  Arizona  Bancorporation, 
a  bank  holding  company;  and  for 
Dunham-Bush,  a  producer  of  re- 
frigerators, air  conditioning  and 
heating  equipment. 

No  longer  counted  as  an  oil  com- 
pany. Signal  hasn't  been  in  the 
diversification  business  long  enough 
yet  to  have  racked  up  much  of  a 
Yardstick  rating,  but  give  Forrest 
Shumway  time.  The  way  he's  going, 
chances  are  it  will.  ■ 
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Charles   C.   Tillinghast  Jr.  ' 
Closing  the  Gap 

There  are  problems  ahead  for 
the  airlines  (see  p.  71),  but  they 
are  likely  to  ruffle  Charles  C.  Til- 
linghast Jr.  a  good  deal  less  than 
most  of  his  colleagues.  No  matter 
how  tough  things  get,  they  can't  be 
as  bad  as  what  Tillinghast  has  al- 
ready come  through.  When  he  took 
over  as  president  of  Trans  World 
Airlines  in  1961,  the  company  was 
about  ready  for  bankruptcy  court. 
From  1956  through  1962  it  was  in 
the  red  five  out  of  seven  years;  its 
capital  structure  was  a  cliff-hanging 
21%  common  equity,  79%  debt. 
To  make  matters  worse,  Tillinghast 
had  to  fight  with  the  erratic  Howard 
Hughes  for  the  controls. 

That's  all  history.  TWA  com- 
mon, which  sold  as  low  as  7V2  in 
1962,  has  since  been  over  100. 
Hughes  sold  out  (for  more  than 
$500  million),  and  is  reinvesting  his 
money  in  Las  Vegas. 

TWA  always  had  great  potential. 
It  is  the  only  U.S.  airline  with  both 
transcontinental  U.S.  routes  and  a 
really  large  international  network, 
which  Tillinghast  hopes  to  make 
even  bigger  with  a  route  from  Japan 
to  California.  To  finance  growth  in 
the  years  ahead.  Tillinghast  has  just 
wrapped  up  the  biggest  ($800  mil- 
lion) airline  financing  deal  ever. 

Tillinghast  feels  there's  much 
more  to  come.  Rival  PanAm  was 
big  in  the  international  hotel  busi- 
ness (through  Inter-Continental 
Hotels).  Since  last  year  TWA  has 
been,  too.  In  April  it  merged  with 
Hilton  International.  That  gives 
TWA  42  hotels  to  PanAm's  39.  In 
revenues,  PanAm  is  still  ahead 
($960  million  to  $870  million  in 
1967),  but  that's  been  getting 
closer  too.  ■ 


Eugene    Ferkauf 

The  Big  Man  Who's 
No  Longer  There 

KoRVETTE  never  quite  made 
Forbes  Annual  Report  on  Ameri- 
can Industry:  for  all  of  its  rapid 
growth,  it  never  quite  got  big 
enough.  It's  there  this  year — not. 
however,  as  Korvette.  but  as  Spar- 
tans Industries,  which  has  swal- 
lowed the  42  Korvette  stores. 

But  whatever  became  of  Eugene 
Ferkauf? 

Gene  Ferkaut  once  was  the  bo\ 
wonder  of  retailing.  Only  17  when 
he  started  in  this  field,  the  opin- 
ionated, crewcut  youngster  from 
Brooklyn  parlayed  a  cut-rate  Man- 
hattan luggage  store  into  the  na- 
tion's largest  chain  of  discount 
houses.  He  was  only  42  when  Tittw 
put  him  on  its  cover. 

Tixlay.  at  48,  as  chairman  ol  the 
executive  committee  of  Spartans. 
Ferkauf  has  merely  an  advisory 
job.  To  be  blunt  about  it,  he's  been 
kicked  upstairs — way,  way  upstairs. 

Mesmerized  by  his  own  press  re- 
leases— and  by  the  Wall  Street 
brokerage  letters  inspired  by 
them — Ferkauf  thought  he  could 
do  anything.  He  opened  stores  fast- 
er than  he  could  provide  manage- 
ment and  management  controls  for 
them.  He  went  into  the  supermarket 
"business.  He  acquired  drugstores. 
He  even  acquired  a  personal  loan 
company. 

Korvette  fell  into  disorder.  The 
management  became  completely 
disorganized.  Ferkauf  hired  and 
fired  presidents  and  vice  presidents. 
It  didn't  help.  To  save  the  com- 
pany, he  finally  had  to  agree  to  a 
merger  with  Spartans  in  which 
Spartans,  though  much  smaller 
(with  sales  of  $225  million  v.y.  Kor- 
vette's  $725  million),  would  absorb 
Korvette.  At  the  time  the  merger 
was  announced,  Korvette  stock, 
once  the  darling  of  Wall  Street,  was 
selling  around  20,  down  from  a 
high  of  57.  ■ 
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Robert  A.  Magowan 
The  Name  of  the  Game 

The  clothing  business,  advertising, 
stocks  and  bonds,  and  steaks  and 
chops  may  appear  to  have  nothing 
in  common,  but  they  do:  They  all 
involve  selling.  And,  over  the  years, 
Robert  A.  Magowan,  chairman  of 
Safeway  Stores,  has  proved  that  he 
can  sell  anything.  Now  a  brisk, 
bouncy  64,  Magowan  knew  abso- 
lutely nothing  about  the  supermar- 
ket business  when  he  took  over 
Safeway  in  1955.  He  had  started  his 
career  in  the  ready-to-wear  depart- 
ment of  R.H.  Macy  &  Co.  in  New 
York,  gone  into  advertising  and 
wound  up  working  for  Merrill 
Lynch,  Pierce,  Fenner  &  Smith  as 
manager  of  the  sales  division  after 
marrying  Charles  E.  Merrill's  only 
daughter. 

Merrill  was  Safeway's  biggest 
stockholder,  and  Safeway  was  in 
trouble.  It  was  the  least  profitable 
of  all  the  billion-dollar  supermarket 
chains.  Magowan  took  over  the 
company  at  his  father-in-law's  re- 
quest, and  made  it  the  most  profit- 
able of  the  big  chains  as  the  Forbes 
Yardsticks  show. 

When  it  comes  to  selling,  Ma- 
gowan doesn't  stick  to  any  single 
formula.  For  a  while  he  used  the 
lure  of  low  prices.  When  games  and 
gimmicks  became  popular,  in  1966, 
he  introduced  a  game  called  Bonus 
Bingo,  and  boosted  sales  by  a  fan- 
tastic $406  million  (14%)  in  a 
single  year.  When  the  housewives' 
revolt  started,  he  abandoned  Bonus 
Bingo  and  slashed  prices. 

Surprisingly,  he  was  able  to  hold 
virtually  all  the  sales  gains  that 
Bingo  had  attracted,  but  the  price 
cuts  cost  him  dearly:  On  virtually 
level  sales,  Safeway's  earnings  were 
down  some  20%  in  1967.  Now  the 
question  is:  Can  Magowan  get 
profit  margins  up  again  so  that  the 
sales  he  picked  up  will  do  some- 
thing for  profits?  After  all,  the 
name  of  the  game  is  profits.  ■ 


William  Norris 

You  Can  Un-Hang  the 
Crepe,  Now 

Chairman  William  C.  Norris  of 
Control  Data  Corp.  can  say,  "I  told 
you  so." 

Two  years  ago  everyone  was 
hanging  crepe  on  CDC.  Earnings 
had  plunged  from  $1.07  a  share  to 
a  deficit  of  38  cents,  and  the  com- 
pany was  deeply  in  the  red.  CDC 
stock  went  into  a  tailspin,  tumbling 
from  64'^  to  23y8.  It  was  a  terri- 
ble comedown  for  one  of  the  hot- 
test growth  stocks  on  Wall  Street. 
Some  people  on  The  Street  insisted 
the  company's  only  hope  was  to  sell 
out.  Snorted  Norris:  "A  lot  of  these 
Wall  Street  analysts  don't  know 
their  butts  from  third  base  about 
our  company." 

Apparently  they  didn't.  Last  year 
earnings  came  back  to  98  cents  a 
share,  and  the  stock  was  selling  at 
1 65yK .  The  performance  was  re- 
flected in  the  Forbes  Yardsticks: 
Among  information  processing 
companies,  CDC  was  second  in 
Growth  and  first  in  Trend. 

Norris  got  into  trouble  because 
he  took  a  gamble.  He  brought  out 
CDC's  6000  series  before  it  was 
ready,  in  order  to  beat  International 
Business  Machines  into  the  market 
with  a  supercomputer.  The  6000 
series  had  bugs.  Customers  com- 
plained. CDC  had  to  pay  enormous 
penalties. 

CDC  is  now  Wall  Street's  darling 
again  because  the  gamble  has  finally 
paid  off.  The  bugs  have  been  elimi- 
nated. And  CDC  has  the  growing 
supercomputer  market  to  itself  be- 
cause IBM,  after  finally  coming  out 
with  a  supercomputer,  has  stopped 
taking  orders  for  it. 

Of  course,  this  will  not  last.  Bur- 
roughs is  putting  a  supercomputer 
on  the  market  soon  and  IBM  may 
reenter  the  field.  But  Control  Data 
will  have  a  big  lead  by  then.  It's 
certain  to  retain  a  sizable  market 
share,  a 

177 


John  Kluge 
Crazy  Like  a  Fox? 

"There  are  even  people  at  Metro- 
media who  think  I'm  crazy  for 
some  of  the  acquisitions  I've  made." 

The  man  talicing  was  the  chair- 
man of  Metromedia,  Inc.,  John 
Kluge.  He  was  explaining  why  his 
company's  earnings  per  share  had 
increased  by  only  1%  in  1966,  a 
booming  year  in  the  communica- 
tions industry,  despite  a  rise  in  reve- 
nues of  29%  to  $132  million.  The 
reason,  he  said,  was  that  in  his 
efforts  to  diversify  from  group 
broadcasting  into  other  branches  of 
communications  he'd  acquired  com- 
panies that  could  rightfully  be  de- 
scribed as  "dogs." 

Metromedia  owns  four  VHF  tele- 
vision stations,  six  AM  and  six  FM 
radio  stations.  All  four  television 
stations  are  in  top  markets  and, 
while  Kluge  theoretically  could  have 
bought  a  fifth,  he  couldn't  find  any 
for  sale  at  what  he  considered  a  rea- 
sonable price.  That's  why  he  de- 
cided to  diversify.  What  made  his 
associates  shudder  was  that  he 
bought  companies  in  notoriously 
low-profit  businesses:  an  outdoor 
advertising  firm,  a  direct-mail  firm, 
a  transit  advertising  firm,  a  docu- 
mentary film  maker.  He  admits  that 
some  of  his  dogs  still  are  losing 
money — the  direct-mail  and  transit 
advertising  companies — but  the 
others,  he  says,  are  now  in  the 
black.  The  resuh:  Metromedia's 
earnings  were  up  over  5%  in 
1967's  first  nine  months,  while  most 
other  communications  companies' 
were  down. 

Kluge  believes  he  can  make  all 
the  acquisitions  highly  profitable 
by  providing  ways  "for  small  ad- 
vertisers to  compete  effectively  and 
cheaply  with  big  advertisers."  He 
says:  "With  TV  and  radio  advertis- 
ing all  going  up  (in  price),  transit 
and  direct  mail  are  bound  to  be- 
come more  important.  Our  whole 
idea  is  to  reach  the  customer  where 
we  can."  ■ 


Faces  Behind  the  Figutesr 

Joseph  C.  Wilson 
Living  with  a  Myth 

Few  businesses  have  captured  the 
public  imagination  as  quickly  as 
Chairman  Joseph  C.  Wilson's  Xerox 
Corp.  Based  on  Forbes  Yardsticks, 
Xerox  is  the  third  most  profitable 
major  company  in  the  U.S.  One 
thousand  dollars  invested  in  Xerox 
early  in  1960  was  worth  $5,000  just 
three  years  later  and  $30,000  by  last 
year.  Yet  less  than  a  decade  ago 
Xerox  was  still  struggling  to  perfect 
its  xerography  process. 

As  Chairman  Wilson  has  said: 
"Few  companies  have  generated 
the  kind  of  momentum  we  have. 
We  can't  let  it  go."  But  from  here 
on,  Wilson  will  be  hard  put  to  keep 
it  up.  By  1970  Xerox  will  be  a  bil- 
lion dollar  company,  and  its  22  mil- 
lion common  shares  now  sell  for  a 
combined  value  of  over  $6  billion. 
After  that,  merely  steady  growth 
would  be  a  letdown.  To  keep  the 
momentum  going,  Wilson  has 
moved  Xerox  into  two  new  mar- 
kets. With  its  2400  line  it  has 
broadened  its  copying  base  into 
duplicating.  Using  some  of  its  stock, 
it  has  bought  several  companies  in 
the  educational  field. 

Neither  of  these  moves  has  been 
without  problems.  The  company 
has  admitted  that  its  sales  of  the 
2400  got  off  to  a  "rather  slow  start." 
So  far,  there  is  no  evidence  that 
Xerox'  explorations  into  education 
have  added  anything  substantial  to 
the  company's  growth.  Last  Au- 
gust the  company  discharged  over 
500  employees.  This  summer,  earn- 
ings per  share  dipped  for  two  con- 
secutive quarters. 

At  any  other  company  these 
would  be  problems  ignored  among 
the  achievements.  But  as  Joe  Wil- 
son says,  there  is  "a  myth  of  Xerox." 
It  will  take  some  doing  to  keep  the 
myth  alive.  But  then,  Xerox  is  quite 
an  outfit.   ■ 


John  McCormack 
World  without  Wires? 

John  McCormack,  chairman  of 
the  Communications  Satellite  Corp., 
means*  it  when  he  says,  "We  aren't 
really  trying  to  put  AT&T  out  of 
business."  But,  at  the  same  time, 
McCormack  really  does  intend  to 
give  the  communications  giant  a 
run  for  its  money. 

Comsat  already  has  four  satel- 
lites in  orbit  for  international  com- 
munications. Now  McCormack  is 
campaigning  for  Comsat  to  have 
the  right  to  design,  finance,  build 
and  operate  a  satellite  system  for 
domestic  communications.  This 
would  put  Comsat  in  direct  compe- 
tition with  AT&T's  long  lines.  Since 
a  satellite  system  is  relatively  inex- 
pensive to  operate,  Comsat  could 
be  a  murderous  competitor,  driv- 
ing rates  down. 

AT&T  naturally  would  like  to 
run  the  domestic  satellite  system  it- 
self, and  a  presidential  advisory 
panel  is  now  studying  the  problem 
in  cooperation  with  the  Federal 
Communications  Commission.  Mc- 
Cormack exudes  confidence  that  it 
eventually  will  rule  in  favor  of 
Comsat.  A  retired  Air  Force  major 
general,  he  says:  "Satellites  are  kind 
of  like  launching  an  amphibious  as- 
sault. In  the  early  stages,  one  bad 
satellite,  like  one  bad  platoon,  can 
ruin  the  whole  operation.  But  once 
you  get  a  beachhead  there's  no  stop- 
ping you." 

Permission  to  operate  a  domestic 
satellite  system  would  make  Comsat 
a  highly  profitable  organization.  It 
loses  money  on  its  four  internation- 
al satellites  now — $1.3  million  in 
the  first  three  quarters  of  1967 — 
because  they  have  been  operating 
below  capacity.  However,  McCor- 
mack believes  Comsat  will  get  into 
the  black  next  year.  "We  have  the 
cables  beat  hands  down  on  rates  al- 
ready," he  says,  "but  down  the  road, 
with  bigger,  more  efficient  and  more 
satellites,  communications  will  be 
an  entirely  different  world."  ■ 


Fred    Borch 
It  Goes  with  the  Territory 

Gener-^l  Electric  Co.  may  well 
be  the  toughest  company  to  run  in 
the  U.S.  Not  only  is  it  big  (S7.5- 
billion  1967  sales),  it  is  also  diverse 
— a  kind  of  nonconglomerate  con- 
glomerate. GE  is  the  biggest  com- 
pany in  the  U.S.  in  light  bulbs,  in 
appliances  and  in  utility  generating 
equipment:  it's  not  the  biggest  but 
it's  very  big  in  defense,  in  jet  en- 
gines: Three  major  U.S.  industrials 
are  bigger,  but  all  of  them,  unlike 
GE,  are  relatively  homogenous,  for 
example.  General  Motors. 

Enter  Fred  Borch.  The  57-year- 
old  former  auditor  from  GE's 
lamp  division  became  chief  exec- 
utive officer  in  1963,  succeeding  the 
brilliant,  if  sometimes  controversial, 
Ralph  Cordiner.  It's  too  early  to 
gauge  Borch's  success  in  dealing 
with  GE's  problems  and  its  oppor- 
tunities, but  one  thing  already  is 
clear:  Borch  has  the  guts  and  the 
imagination  to  change  things  at 
GE  when  he  thinks  they  need 
changing.  Late  in  1967  he  an- 
nounced major  organizational 
changes,  including  the  establish- 
ment of  a  five-man  "president's  of- 
fice" to  help  him  in  decision-making 
and  assimilating  information.  The 
reasoning  was  that  GE  is  far  too 
complex  to  be  encompassed  by  one 
man  alone.  Extending  the  same  gen- 
eral principle,  Borch  reversed  his 
predecessor's  old  edict  which 
abolished  "assistant-to"  jobs.  (Cor- 
diner was  a  great  believer  in  "the 
buck  stops  here"  school.)  Now 
some  GE  division  managers  have 
deputies.  Henceforth,  a  top  man  in 
the  company  will  find  his  job  less 
lonely. 

The  big  question  is:  Will  he  also 
be  more  efficient?  Fred  Borch  is 
staking  his  reputation  that  he  will. 
When  you're  top  man  at  GE,  there 
are  very  big  problems  and  very  big 
opportunities.  You  can't  duck  them. 
They  go  with  the  territory.  ■ 
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Arthur   Collins 

Who  Needs  a  Degree? 

One  of  the  Big  Board's  wildest 
swinging  stocks  over  the  past 
decade  has  been  Collins  Radio  Co. 
In  1958  it  sold  under  11;  two  years 
later  it  was  at  72.  By  1964  CRI 
was  back  to  15;  this  year  it  has  sold 
over  100. 

Collins  Radio,  however,  is  no  fly- 
by-night  outfit.  Its  sales  volume  is 
getting  into  the  half-billion-a-year 
range,  and  it  will  net  well  over  $10 
million  this  year.  The  company  is 
the  impressive  brainchild  of  a  very 
impressive  man:  Arthur  A.  Collins, 
58.  Collins  is  one  of  those  men — 
Polaroid's  Edwin  Land  is  another 
— around  whose  cerebrations  great 
companies  were  built. 

When  Art  Collins  was  nine,  he 
built  a  radio  set  from  a  Quaker 
Oats  box  and  a  spark  coil  from 
the  family  Ford.  The  Cedar  Rap- 
ids, Iowa  boy  followed  his  pas- 
sion for  radio,  first  as  a  student 
at  Cedar  Rapids'  Coe  College,  later 
at  Amherst  and  finally  in  advanced 
work  in  physics  at  the  University 
of  Iowa.  For  all  of  his  studying,  he 
never  bothered  to  pick  up  any  sort 
of  degree.  Collins  had  more  im- 
portant things  on  his  mind. 

In  1931  he  went  into  the  busi- 
ness of  manufacturing  radio  sets 
for  advanced  amateurs.  His  own 
genias  and  dedication  attracted  to 
him  talent  of  the  first  rank,  but 
perhaps  because  Collins  was  a 
scientist  first,  a  businessman  second, 
Collins  Radio  didn't  always  do  well 
on  the  bottom  line.  Hence  the  ups 
and  downs  of  its  stock  price.  But 
more  recently  things  have  changed. 
Per-share  earnings  for  fiscal  1967 
(ended  July  31)  were  $4.42,  up 
from  an  average  of  under  $2  a 
share  in  the  early  Sixties.  Collins 
and  his  aides  have  been  applying 
many  of  the  data-processing  tech- 
niques they  mastered  as  defense 
contractors.  Apparently  it  works. 
Among  defense  companies,  Collins 
ranked  first  in  Trend.  ■ 


Claude  A.   Stephens 
Luck— Both  Kinds 

For  ups  and  downs  over  the  past 
decade  it  would  be  hard  to  beat 
Texas  Gulf  Sulphur.  A  decade  ago 
TG  was  one  of  the  most  profitable 
good-sized  companies  in  the  U.S., 
with  operating  profit  margins  run- 
ning to  40%  of  sales  and  better. 
But  in  the  late  Fifties  and  early 
Sixties  competition  heated  up,  both 
from  new  mines  and  from  sulphur 
recovered  from  natural  gas.  TG's 
earnings  slumped  from  $1.75  a 
share  in  1957  to  93  cents  in  1963. 
The  company  tried  diversification, 
but  profits  were  slow  coming  from 
its  new  potash  development  in  Utah 
and  its  phosphate  development  in 
North  Carolina. 

Then  TG  struck  it  rich  again.  In 
April  1964,  President  Claude  A. 
Stephens  announced  that  TG  had 
discovered  a  rich  lode  of  copper, 
silver  and  zinc  in  Ontario. 

Stephens'  troubles  were  not  over, 
however.  The  Securities  &  Ex- 
change Commission  charged  Ste- 
phens and  12  other  TG  officers, 
directors  and  employees  with  vio- 
lating the  securities  laws  by  using 
inside  information  for  personal 
profits.  And  Leitch  Gold  Mines, 
Ltd.  filed  a  suit  challenging  TG's 
full  ownership  of  the  Canadian 
property.  In  1966,  the  charges 
against  Stephens  and  ten  of  the 
others  were  dismissed,  but  the  SEC 
appealed  the  decision  and  that  ap- 
peal is  pending. 

For  all  of  that,  Texas  Gulf's  for- 
tunes were  strongly  on  the  rise  last 
year.  Earnings  began  to  flow  in 
from  Canada  and  from  the  potash 
and  phosphate  projects,  and  the 
price  of  sulphur  was  strong  and 
rising.  From  $150  million  in  1964, 
TG's  assets  rose  to  $400  million, 
and  its  net  profits  more  than  dou- 
bled to  $60  million.  In  this  year's 
Yardsticks,  Texas  Gulf  led  all  the 
other  metals  companies  both  in 
Trend  and  in  Growth.  ■ 
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MARKET  COMMENT 

by  L  0.  HOOPER* 

A  Contemporary  Approach 


Recently,  in  a  market  letter.  I  called 
attention  to  the  fact  that  the  market 
appraisal  of  the  shares  of  Internation- 
al Business  Machines,  with  the  stock 
at  640,  was  $35.86  billion  a.s  against 
$27.1  billion  for  American  Telephone, 
then  50,  and  $23.8  billion  for  General 
Motors,  then  83.  I  also  figured  that 
the  market  appraisal  of  IBM  was  as 
large  as  the  aggregate  appraisal  of  21 
of  the  30  stocks  represented  in  the 
Dow-Jones  industrials,  it  looks  like 
IBM  earned  about  $1  1.25  a  share  last 
year  and  that  it  might  earn  $14  or 
$14.50  in  1968.  assuming  no  increase 
in  taxes.  The  cash  flow  of  IBM,  of 
course,  is  much  larger  than  reported 
earnings.  I  did  not  say  to  sell  IBM, 
which  since  has  moved  still  higher;  I 
did  say  that  I  had  reservations  as  to 
whether  it  should  be  bought  at  this 
price  as  a  "prudent"  investment. 

This  stirred  up  no  small  attack  on 
my  approach  by  some  highly  success- 
ful analysts  who  specialize  in  tech- 
nological issues  and  investments  in  the 
future.  The  counterattack,  in  one  case, 


contended  that  many  of  the  stocks  in 
the  DJI  are  "buggy-whip"  issues — 
equities'  representative  of  companies 
which  are  decreasingly  important  in 
the  nation's  economy,  while  IBM  and 
similar  stocks  are  increasingly  impor- 
tant. I  find  it  hard  to  think  of  insti- 
tutions like  Alcoa,  American  Tobacco, 
Anaconda,  Chrysler,  General  Foods, 
General  Motors,  International  Nickel. 
Standard  Oil  of  New  Jersey  and 
United  Aircraft  as  "buggy-whip"  com- 
panies, or  even  companies  which  do 
not  grow  with  the  economy. 

I  must  admit,  however,  that  the 
30  big,  big  companies  in  the  DJI  list 
in  late  years  have  become  a  smaller 
part  of  the  stock  market.  The  recent 
(Nov.  30)  value  of  all  the  stocks 
listed  on  the  NYSE  was  S586.1  billion 
as  against  $149.9  billion  for  the  30 
DJI  stocks.  This  makes  the  DJI  stocks 
account  for  only  about  25.6%  of  the 
total  list  whereas  not  too  long  ago 
the  figure  was  around  35%  or  37%. 

*Mr.   Hooper   Is   associated   with  the   New  York 
Stock  Exchange  firm  of  W.E.  Hutton  &  Co. 


There  have  been  many  new  listings, 
but  the  fact  remains  that  the  con- 
servative DJI  stocks  have  not  done 
as  well  as  such  new  technological  is- 
sues like  IBM,  Xerox,  Polaroid,  Boe- 
ing, McDonnell-Douglas,  LTV,  and  a 
host  of  smaller  issues  which  have  ap- 
preciated threefold  to  tenfold.  And,  in 
the  abstract,  these  new  industry  stocks 
should  have  done  better. 

The  question,  however,  centers  on 
how  wide  the  gulf  between  price/ 
earnings  ratios  for  the  fast  growth 
stocks  and  the  conventional  issues 
should  be.  Right  now  this  spread  is 
very  wide.  Conventional  stocks  are 
selling  at  12  to  18  times  earnings,  and 
the  high-technology  growth  stocks  at 
anywhere  from  30  times  to  50  times, 
with  a  few  at  as  much  as  100  to  150 
times.  Of  course  there  is  no  such 
thing  as  a  "proper,"  a  "prudent"  or 
a  "logical"  price/ earnings  ratio  which 
should  apply  to  all  stocks.  Ideally,  I 
suppose,  every  stock  should  have  a 
little  different  ratio  of  earnings  to 
price,  and  in  practice  all  these  ratios 
are  constantly  being  adjusted,  some- 
times sensibly  and  sometimes  by  mere 
happenstance. 

The  fact  remains,  it  seems  to  me, 
that  in  recent  years  there  has  been 
a  great  wave  of  speculation  in  stocks. 
This  has  been  due  to  the  fact  that 
bonds,  in  an  inflationary  economy, 
have  been  a  bad  investment  vis-a-vis 
stocks;  to  the  theory  that  stocks  are 
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a  good  hedge  against  inflation  as  they 
have  been  up  to  now;  to  the  momen- 
tum of  success  in  equity  commitments; 
to  the  new  development  of  a  huge  in- 
stitutional demand  for  shares:  and' to 
long  continued  general  prosperity. 

This  speculation,  like  all  similar 
phenomena,  has  developed  its  vogues, 
fads  and  prejudices.  The  technological 
issues,  the  new  industry'  issues  and, 
recently,  the  new  conglomerates  have 
been  the  beneficiaries  of  this  selec- , 
tivit>'  rather  than  the  conventional 
stocks.  The  trend  towards  those  issues 
which  are  sometimes  called  the  go-go 
stocks  has  been  accelerated  by  the 
modern  in%-estor's  emphasis  on  capi- 
tal gains  rather  than  on  income,  and 
by  a  type  of  greed  which  is  increas- 
ingly unselective.  More  than  ever, 
more  people  who  have  been  "dab- 
bling" have  been  following  tips  and 
investing  first,  investigating  later.  This, 
of  course,  applies  more  to  the  "far 
out"  issues  than  to  the  shares  of  big- 
ger and  better  known  companies. 

Future  Buggy-Whip  Issues 

The  chances  are  that,  while  many 
of  the  fast-moving  issues  have  con- 
siderable merit  at  a  price,  there  are 
many  small  high-science  companies 
selling  at  fantastic  prices  which  will 
prove  to  be  "bugg>-whip"  companies. 
Remember  Grigsby-Grunow,  Kolster 
Radio,  Chandler  Motors.  Moon  Mo- 
tors, Canadian  Marconi?  They  were 
growth  companies  of  their  day.  There 
are  some,  and  probably  many,  like 
them  today.  Technology  will  ruin 
many  of  today's  favorites.  It  took 
Radio  Corp.  of  America  stock  until 
1964  to  sell  as  high  as  it  sold  in  1929, 
and  in  spite  of  the  fact  that  every- 
thing the  1929  buyers  of  RCA  visual- 
ized came  true  tenfold. 

As  pointed  out  in  previous  columns, 
the  stock  market  often  gives  a  signal 
in  January  as  to  what  it  may  do  in 
subsequent  months.  If  the  DJI  or 
Standard  &  Poor's  broad  index  sells 
lower  in  January  than  the  lows  for 
December,  it  is  usually  a  bearish  sign. 
If  the  market  goes  higher  in  January 
than  in  December,  some  people  who 
wanted  to  take  profits  deferred  such 
action  until  January  in  order  to  get 
the  tax  liability  into  1968. 

Without  questioning  whether  stocks 
will  go  higher  over  a  longer  period, 
I  lean  toward  the  thought  that  there 
may  be  considerable  irregularity,  and 
perhaps  weakness,  over  the  next  few 
weeks  or  the  next  two  months.  In  De- 
cember, I  think,  the  market  (or  the 
people  who  made  it)  was  too  sure 
that  federal  taxes  would  not  be  in- 
creased and  too  complacent  about  the 
continued  attack  on  the  dollar  which 
is  expressed  in  the  demand  for  gold. 
It  is  quite  clear  that  December's  re- 


tail business  was  not  up  to  expecta- 
tions, and  that  the  public  is  saving 
more  and  spending  less.  Government 
procurement  definitely  slowed  down 
in  spite  of  Vietnam.  I  think,  too,  that 
some  of  the  standard  estimates  of 
capital  spending  may  prove  to  have 
been  too  generous.  Both  corporations 
and  municipalities  are  Ukely  to  balk 
about  borrowing  money  at  such  high 
costs.  I  am  one  of  those  who  questions 
whether  pretax  corporate  earnings  in 
•  1968  will  be  as  high  as  in  1967.  Thus 
far  there  is  little  evidence  of  an  im- 
provement in  profit  margins. 

A  Year  of  Crisis 

I  am  sure  that  the  stock  market 
will  continue  to  be  highly  selective.  I 
am  sure  that  it  will  take  more  grief 
than  can  be  concentrated  into  one  or 
two  months  importantly  to  impair  the 
confidence  of  these  people  who  have 
been  so  successful  in  the  fast-moving 
stocks.  That  does  not  mean  that  they 
are  not  hving  dangerously.  It  means 
that  the  vogue  is  tough  and  will  be 
hard  to  kill. 

Readers  will  observe  that  I  have 
not  tried  to  write  a  review  and  out- 
look for  1968.  I  think  there  are  too 
many  uncertainties:  Vietnam,  the  re- 
sult of  the  coming  election,  actions 
which  may  be  taken  to  protect  the 
dollar,  how  much  the  public  will 
spend,  whether  taxes  will  be  increased 
and  the  level  of  capital  spending.  My 
impression  is  that  1968  will  be  a  year 
of  crises:  some  time  during  the  year 
stocks  fas  measured  by  the  averages) 
will  probably  be  lower  than  they  were 
at  the  Nov.  20  bottom,  and  some  time 
during  the  year  they  may  be  higher 
than  at  any  time  in  1966  or  1967. 
It  will  be  a  good  year  to  get  whip- 
sawed,  if  you  try  to  be  too  smart. 

In  a  previous  column,  the  earnings 
estimate  for  McLean  Industries  should 
be  corrected  to  around  SI. 30  to  SI. 40 
for  1967,  perhaps  S2  for  1968.  I  still 
like  the  stock.  ...  I  am  much  im- 
pressed with  the  longer-range  possi- 
bilities in  Limdy  Electronics  &  Systems 
(43).  I  would  hope,  however,  to  be 
able  to  buy  it  a  little  cheaper.  .  .  . 
Among  the  better  values  at  present,  I 
would  like  to  mention  Alcan  Alumin- 
ium (26),  Eagle  Pitcher  Industries 
(39),  Columbia  Broadcasting  (55'/2), 
Diebold  (28),  Cities  Service  (47)  and 
Swift  &  Co.  ( 35 ) .  These  stocks  are  not 
suggested  for  immediate  performance, 
but  simply  as  values.  ...  I  am  in- 
clined to  be  a  little  skeptical  about 
buying  performance  issues  at  the  mo- 
ment. I  suspect  some  of  them  are 
vulnerable  in  the  event  of  a  selloff  in 
January  or  February.  ■ 


Mr.   Biel's  column   will  be  in  the 
Feb.  1  issue. 
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To  a  man  who  hopes  to  increase  his  net, 
after-tax  results  from  investments 
significantly— in  the  next  five  years! 


If  one  assumes  there  is  some  science  to 
making  money  in  stocks,  the  thing  to  do 
would  seem  to  be  to  try  to  isolate  the  pri- 
mary requirements  that  have  caused 
money  to  be  made. 

As  a  Forbes  reader  you  are  well 
acquainted  with  modem  business  manage- 
ment principles  which  can  mark  the  dif- 
ferences between  sad,  mediocre  or  good 
results  in  running  a  business.  Have  you 
c»nsidered  that  modem  business  manage- 
ment principles  might  also  help  make 
your  financial  future  significantly  more 
comfortable  if  those  principles  are  applied 
consistently  in  managing  your  investments? 

For  example,  think  about  your  stocks 
as  you  consider  this  typical  business  man- 
agement principle:  "Results  are  accom- 
plished by  allocating  resources  to  exploit- 
ing opportunities,  not  to  solving  prob- 
lems." 

Ponder  That  Statement 

There  is  nothing  exceptionally  pro- 
found nor  unusual  in  that  observation. 
A  successful  business  executive  applies 
that  basic  principle  as  a  way  of  life  in 
appraising  the  merits  of  a  possible  acqui- 
sition or  in  measuring  the  potential  market 
for  a  new  product.  He  uses  that  principle 
almost  routinely  in  deciding  when  to  elim- 
inate a  division,  a  product  line  or  a  man- 
agement unit  that  does  not  produce  results 
that  meet  his  predetermined  profit  re- 
quirements. 

However,  is  that  management  principle, 
and  others,  being  applied  effectively  in 
managing  your  personal  investments? 
That  is,  do  you  have  a  specific  investment 
plan  that  helps  you  concentrate  resources 
in  opportunity  stocks  and  eliminate  prob- 
lem stocks? 

Please  Do  Not  Misunderstand 

I  do  not  imply  that  the  semi-psycholog- 
ical problem  of  stock  selection  and  stock 
elimination  can  be  reduced  to  an  effective 
system.  Any  seasoned  investor  who  has 
ever  tried  to  make  money  in  stocks  by 
theories  or  systems  would  recognize  such 
an  attempt  as  nonsense.  We  are  not  talk- 
ing about  a  system.  We  are  talking  about 
applying  business  principles  in  trying  to 
reduce  risk  and  increase  net,  after-tax  re- 
sults from  investments  in  stocks.  To  iden- 
tify the  problem  and  the  potential,  con- 
sider these  hypothetical  examples  — 


(a)  Assume  51,000  of  your  money  invested 
in  Textron  stock  for  five  years  1957- 
1961;  then  Textron  sold  and  the  pro- 
ceeds put  into  Gillette,  with  Gillette 
stock  then  held  for  the  next  five  years 
to  the  end  of  1966.  //  you  did  that,  your 
$1,000  would  have  shrunk  to  $925. 

But,  tum  that  situation  around : 

(b)  Assume  $1,000  in  Gillette  stock  1957- 
1961,  then  switched  to  Textron  which 
you  hold  to  the  end  of  1966.  In  that 
event  your  $1,000  grows  to  $16,000! 

Take  another  example  — 

(a)  Assume  $1,000  in  Northwest  Airlines 
stock  1957-1961,  then  switched  to  Hunt 
Foods  and  hold  Hunt  to  the  end  of  1966. 
Your  $1,000  shrinks  lo  $556. 

(b)  Reverse  the  order  of  those  investments 
in  those  two  5-year  periods  and  your 
$1,000  grows  to  $111,000! 

Question:  What  are  the  principles 
which  may  help  accomplish  more  of  (b) 
and  less  of  (a)? 

By  no  stretch  of  the  imagination  are 
there  principles  that  will  help  you  and  me 
to  even  remotely  approach  all  of  Condition 
(b)  and  do  none  of  Condition  (a).  How- 
ever, several  years  ago  we  codified  these 
basic  principles  we  find  useful  in  working 
toward  that  desirable  objective: 

( 1 )  Most  large  corporations  experience  su- 
perior individual  Growth  Phases,  but 
these  may  occur  at  different  times. 

(2)  Growth  Phases  may  be  identified  in 
seven  classifications.  (Textron,  Gillette, 
Northwest  Alrhnes  and  Hunt  Foods  re- 
flect four  of  those  classifications.)  All 
clear  Growth  Phases  arc  related  to  the 
principle  of:  "recognize  the  future  that 
has  already  happened  and  judge  the 
impact  yet  to  come." 

(3)  General  market  trends  may  accelerate  or 
retard  the  stock  of  a  corporation  in  a 
Growth  Phase,  but  corporations  in 
Growth  Phases,  do  not  depend  on  mar- 
ket trends,  they  make  their  own. 


IHE  MILLS  GROWTH  CURVL 


(4) 


All  Growth  Phases  are  temporary!  Al- 
though some  Growth  Phases  last  for 
years,  in  the  stocks  the  period  of  su- 
perior progress  often  is  preceded  and 
followed  by  long  periods  of  quiescent 
or  negative  performance. 


Our  research  people  have  codified  some 
check  points  which  we  find  helpful  in 
identifying,  then  relatively  measuring 
Growth  Phase  life  spans  through  stages 
of  germination,  progress,  realization  and 
termination.  In  a  broad  way,  we  find 
Growth  Phases  may  be  plotted  approxi- 
mately as  shown  in  The  Mills  Growth 
Curve. 

If  You  invest  $10,000  to  $500,000 

Of  course,  I  do  not  know  what  your 
personal  investment  goals  are,  but  I  do 
know  they  are  important  to  you. 

Here  at  Mansfield  Mills  Inc.  we  are 
not  brokers;  we  have  no  mutual  funds  to 
sell;  no  subscription  service  to  promote. 
My  staff  and  I  devote  our  full  attention 
to  providing  private  investment  counsel 
for  people  who  have  looked  into  our  pro- 
gram and  liked  what  they  saw. 

If  our  investment  principles  are  in  line 
with  your  thinking  and  if  you  invest  $10,- 
000  to  $500,000  or  more  in  stocks  and 
if  you  believe  you  might  like  to  shift  in- 
vestment decision-making  responsibility 
from  your  shoulders  to  your  personal  in- 
vestment counsel  .  .  .  request  a  compli- 
mentary copy  of  this  48-page  booklet,  ex- 
amine the  facts  and  determine  by  your 
own  judgment  if  this  plan  is  for  you. 

Investment  Adviser  since  1933. 

Clients  in  all  states  and  abroad. 

Mansfield  Mills,  Inc.  7918  Ivanhoe  Ave. 
P.O.  Box  351  La  Jolla,  California  92037 


Send  me^  a  complimentary  copy  of  "Personal  Investment  Counsel" 

Q  1  depend  upon  investments  for  some  income 
□  Capital  gains  are  my  main  objective 

Name 


Address- 


City- 


-State- 


-Zip- 


Mansfield  Mills,  Inc.  7918  Ivanhoe  Ave.,  P.O.  Box  351  La  Jolla,  California  92037 
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BUY? 


SELL? 
DO  NOTHING? 


Value  Line 

lays  It  on  the  line 

in  numbers 


Value  Line  is  unique  among  investment  advisory 
services  in  that  it  rates  every  one  of  1400  stocks 
every  week,  at  their  latest  prices,  for  probable 
future  price  changes,  relative  to  the  others,  within 
three  defined  time  periods: 


1.  DURING  THE  NEXT  12  MONTHS 

The  1400  stocks  under  year-round  review  are  clas- 
sified each  week  into  five  groups — 100  stocks  in 
Group  I  (Highest),  300  in  Group  II  (Above  Average), 
600  in  Group  III  (Average),  300  in  Group  IV  (Below 
Average),  and  100  in  Group  V  (Lowest).  When  Value 
Line  rates  a  stock  I  (Highest)  for  probable  year- 
ahead  market  performance,  it  means  simply  that 
this  stock  is  one  of  the  group  of  100  stocks  that  will 
probably  go  up  most  in  a  rising  market  or  down 
least  in  a  falling  market. 


2.  THE  PERIOD  3  TO  5  YEARS  AHEAD 

Value  Line  projects  the  earnings  and  the  normally 
related  prices  of  the  1400  stocks.  The  1400  stocks 
are  then  divided  into  five  equal  groups  which  are 
rated  from  I  (Highest)  down  through  V  (Lowest)  for 
appreciation  potentiality  in  the  period  3  to  5  years 
from  now. 


3.  LOOKING  BEYOND  5  YEARS 

Value  Line  rates  stocks  according  to  their   depend- 
ability as  long-term  investments  on  the  basis  of  their 


proven  price  stability  and  earnings  growth  in  the 
past.  Stocks  are  rated  from  I  (Highest)  down  to  V 
(Lowest). 

Note:  Not  every  stock  will  always  perform  in  accord- 
ance with  its  ratings.  But  such  a  large  majority 
have  in  the  past,  for  reasons  that  are  logical,  that 
investors  would  do  well  to  check  the  current  Value 
Line  ratings  periodically  throughout  the  year  before 
making  decisions  to  buy  or  sell  or  hold. 

IN  THIS  UNCERTAIN  MARKET  you  can  be  sure  of 
this  much:  Your  chances  of  profit  are  greater  and 
your  risks  of  loss  smaller  if  you 

Buy  or  Hold  the  stocks  Value  Line  rates  I  (High- 
est) or  II  (Above  Average)  for  Probable  Market 
Performance  in  the  next  12  months; 

Sell  or  Ignore  the  stocks  Value  Line  rates  IV 
(Below  Average)  or  V  (Lowest)  for  Probable 
Market  Performance  in  the  next  12  months. 

INSIST  THAT  THE  ODDS  BE  IN  YOUR  FAVOR.  Your 
hard-earned  capital  is  important.  It  can  take  care  of 
you  but  it  cannot  take  care  of  itself.  It  deserves  the 
most  efficient  management  you  can  give  it. 

CHECK  YOUR  INVESTMENTS  PERIODICALLY 

The  Value  Line  Investment  Survey  is  updated  every 
week  by  a  staff  of  70  analysts,  statisticians  and 
economists  whose  only  business  is  to  bring  disci- 
plined and  always  current  evaluation  to  bear  upon 
more  than  1400  stocks  which  you  may  hold,  buy 
or  sell.  Its  findings — indexed  and  constantly  up- 
dated— stand  available  to  you  in  your  own  office  or 
library  to  be  consulted  at  your  own  convenience. 

We  believe  they  would  be  worth  many  times  their 
$3  a  week  cost  ($156  a  year)  in  terms  of  the  effi- 
ciency they  could  add  to  your  investing — ^your  im- 
portant "other  business." 
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In  today's  market,  wl^at  do  you  do  al^out 


SPERRY  RAND 

CBS 

PARKE  DAVIS 

ANACONDA 

CHRYSLER 


GENERAL  ELECTRIC 

AMER  TEL  &  TEL 

IT&T 

FAIRCHILD  CAMERA 

AVCO 


MAGNAVOX 
UNION  CARBIDE 
LITTON 
MOTOROLA 
GENERAL  MOTORS 


CONTROL  DATA 

BRUNSWICK 

DU  PONT 

NAT'L  CASH  REGISTER 

OCCIDENTAL  PETROLEUM 


or  1400  other  widely  held  stocks? 


The  present  price  of  every  one  of  these  stocks  is  merely 
a  popular  groping  for  the  true  discount  of  its  future 
dividend-paying  ability. 

Nobody  knows  what  that  will  be  because  nobody  has 
a  crystal  ball.  Well,  then,  as  an  intelligent  investor, 
should  you  buy,  sell,  or  do  nothing,   bearing  in  mind 


that  you  can  be  just  as  wrong  doing  nothing  as  buying 
or  selling? 

Here  is  what  you  can  do,  and  all  that  you  can  do: 
See  to  it  that  the  probabilities  are 
systematically  lined  up  in  your  favor. 


Here  is  where  The  Value  Line  Investment  Survey  may  be  of  help. 


Why  not  see 
for  yourself? 

You  may  try  the  whole  service  on  1400  stocks  and  70 
industries  for  THREE  MONTHS  FOR  ONLY  $42. 

This  offer  includes  as  a  BONUS  all  the  latest  full-page 
reports  on  each  of  the  1400  stocks  and  analyses  of  the 
70  industries  mto  which  they  are  classified — indexed  in 
sturdy  binders  for  your  immediate  reference.  (This 
Investors  Reference  Library  is  sold  nationally  at  $25.) 

Then  for  the  next  three  months  you  will  receive: 

•  Full-page  reports  every  week  on  each  of  about  105 
stocks  and  their  respective  industries.  These  new  reports 
are  to  replace  the  similarly  paginated  reports  of  three 
months  earlier  that  are  already  filed  in  your  binder.  Thus, 
the  1400  stock  reports  will  be  systematically  updated 
in  your  binder. 

•  Weekly,  a  new  Summary-Index  giving  you  the  current 
12month  ratings  and  the  recent  market  price  of  each 
stock,  also  the  Value  Line  estimates  of  appreciation  po- 
tentiality of  each  stock  over  a  period  of  3  to  5  years,  and 
its  Value  Line  dependability  rating,  an  indication  of  its 
relative  price  performance  expectancy  over  a  period  long- 
er than  5  years. 

•  Weekly,  Selection  and  Opinion:  Value  Line's  8-  to  12- 
page  editorial  section  in  which  you  will  find: 

Value  Line's  analysis  and  forecast  of  the  national 
economy,  appraisal  of  the  stock  market  in  general, 
advice  with  respect  to  current  investment  policy  .  .  . 
Value  Line's  analysis  of  an  especially  interesting  in- 
dustry and  its  selection  of  the  best  situated  stocks 
in  it  .  .  .  and  Value  Line's  Especially  Recommended 
Stock  of  the  week  (or  Special  Situation  of  the  month). 

•  Monthly,  a  report  on  the  transactions  in  1400  stocks 
by  company  officers  and  directors. 

•  Quarterly,  a  report  on  the  trading  activities  of  the  lead- 
ing mutual  funds. 

Or,  if  you  prefer,  you  may  have  a 

FOUR-WEEK  TRIAL  FOR  ONLY  $5 — 4  weekly  editions  of 
the    complete    Value    Line    Investment    Survey,    including: 

•  Full-page  reports  on  a  total  of  about  420  stocks  and 
their  respective  industries. 


•  Selection  and  Opinion  section,  including  all  the  weekly 
Selection  and  Opinion  features  mentioned  under  the  $42 
offer  above. 

•  Weekly  Summary-Index. 

•  Insider  transactions. 

•  Mutual  fund  buying  and  selling. 


ANNOUNCEMENT:  The  fee  for  The  Value  Line 
Investment  Survey  is  to  be  increased  from 
$156  to  $167  on  February  1,  1968.  Orders 
entered  prior  to  February  1  are  protected  for 
the  full  term  of  the  subscription. 


MONEY-BACK  GUARANTEE 

If  for  any  reason  Value  Line  should  fail  to  come  up 
to  your  expectations,  return  the  material  within  30 
days  and  your  money  will  be  promptly  refunded. 

In  fairness  to  regular  subscribers,  who  pay  $156  a  year  for  The  Value  Line 
Investment  Survey,  we  cannot  make  the  $5  trial  for  4  weeks  of  service  avail- 
able to  anyone  who  has  already  had  such  a  trial  within  the  past  six  months. 


□  ONE  YEAR— $1561 |3-M0NTH    TRIAL— $42 
(52   EDITIONS)       | |(13    EDITIONS) 

Send  me  the  complete  service  for  the  term 

checked,    plus — as    a    bonus — the   2-volume 

Investors  Reference  Library  consisting  of  all 

the    current    Value    Line    sections    published 

during  the  13  weeks  preceding  start  of  this 

subscription. 

n   Payment  enclosed  n  Bill   me 


D 


FOUR-WEEK 
TRIAL — $5 

(4    EDITIONS) 

Please  send  me 
a  4-week  intro- 
ductory subscrip- 
tion to  the  full 
service  for  $5.  I 
enclose  payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material  for  a 
full  refund  under  your  money-back  guarantee. 

Name  (please  print)  

Address   AA16-49 


City. 


State . 


Zip. 


< Subscription  lees  are  deductible  tor  income  tax  purposes.  N.Y.C.  residents, 
please  add  5%  sales  tax;  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

THE  VALUE  LINE 

INVESTMENT  SURVEY 

Published  by  Arnold  Bernhard  &  Co.,  inc. 

5  EA.ST  44th  STREET,  NEW  YORK,  N.  Y.  10017 

(No  assignment  o/  this  agreement  will  be  made  without  subscriber's  consent.) 


VALID  UNTIL  JAN.  31,  1968 
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TECHNICIAN'S  PERSPECTIVE 

by  JOHN  W.  SCHULZ* 


An  Unfashionable  Opinion 


As  WAS  perhaps  inevitable,  the  de- 
valuation of  the  pound  sterling  intensi- 
fied the  already  widespread  fear  and 
speculation,  both  here  and  abroad, 
that  the  dollar,  too,  was  soon  to  be 
devalued.  However,  this  anticipation 
seems  unlikely  to  be  realized  in  the 
visible  future  and  may  remain  frus- 
trated for  a  long  time  to  come. 

One  critical  reason,  to  which  few 
commentators  have  drawn  attention, 
arises  from  the  relationship  between 
gold  and  the  dollar  on  one  hand,  and 
between  the  dollar  and  foreign  cur- 
rencies on  the  other.  Under  U.S.  law, 
the  dollar  is  tied  to  gold  at  a  fixed  rate 
of  $35  an  ounce.  By  international 
agreement  underlying  the  International 
Monetary  Fund,  only  the  dollar  is 
thus  linked  directly  to  gold,  while  the 
currencies  of  all  other  IMF  member 
countries  are  linked  to  the  dollar  at 
specific  rates  of  exchange  (parities). 
These  countries  can  raise  or  lower  the 
exchange  value  of  their  currencies 
against  the  dollar,  although  changes 
exceeding  10%  need  approval  from 
the  IMF.  The  U.S.,  however,  can  de- 
value the  dollar  only  by  raising  the 
dollar  price  of  gold,  and  this  can  be 
done  legally  only  by  act  of  the  U.S. 
Congress. 

Disadvantages  in  Devaluation 

But  even  if  the  U.S.  did  post  an  in- 
crease in  the  dollar  price  of  gold,  the 
result  would  not  necessarily  be  a  de- 
valuation of  the  dollar  relative  to  the 
currencies  of  other  IMF  nations.  Al- 
most certainly,  these  countries  would 
want  to  maintain  their  currencies' 
present  exchange  parities  with  the  dol- 
lar so  as  to  neutralize  the  advantage 
that  a  unilateral  dollar  devaluation 
would  otherwise  give  the  U.S.  in  in- 
ternational trade.  Theoretically,  the 
other  IMF  countries  could  bring 
about  a  dollar  devaluation  by  agree- 
ing to  raise  the  exchange  value  of 
their  own  currencies  relative  to  the 
dollar;  but  this  would  impose  on  them 
the  same  trade  disadvantages  as  a 
unilateral  dollar  devaluation  against 
gold  and  therefore  is  a  most  unlikely 
contingency.  Thus,  any  way  you  look 
at  it,  the  purely  technical  aspects  of 
the  matter  seem  to  make  the  tears  or 
hopes  of  a  dollar  devaluation  in  terms 
of  other  currencies  quite  poii.;!ess. 

Besides,    there    should    be    neither 


reason  nor  need  to  devalue  the  dollar 
against  other  currencies.  Somehow,  we 
have  developed  an  inferiority  complex 
about  our  currency.  When  foreigners 
turn  in  their  dollars  in  exchange  for  a 
piece  of  our  gold  reserve,  the  head- 
lines scream  about  our  "gold  loss" — 
as  though  we  were  giving  away  the 
metal  without  receiving  something  of 
comparable  value  in  return.  The  fact  is 
that  the  dollar  has  long  been,  and  still 
is,  the  world's  strongest  money,  and 
not  simply  because  of  its  tie  to  gold. 

Superior  Performance 

Over  the  past  ten  years  the  dollar 
has  lost  far  less  buying  power  than  any 
other  major  currency.  Not  long  ago, 
the  First  National  City  Bank  calcu- 
lated that,  between  1956  and  1966, 
the  dollar's  annual  rate  of  deprecia- 
tion averaged  1.6%,  against  2.3%  for 
the  German  currency,  2.4%  for  the 
Swiss  franc,  2.9%  for  the  pound 
sterling,  and  4.7%  for  the  French 
franc.  This  much  superior  perform- 
ance should  surprise  no  one.  The  dol- 
lar is,  after  all,  backed  by  the  world's 
most  powerful  economy.  This  nation's 
productivity  has  grown  so  greatly 
that  European  countries  see  little 
chance  of  catching  up  with  it  and 
perennially  complain  about  a  "tech- 
nology gap." 

Why,  then,  all  the  talk  and  agita- 
tion about  a  possible  rise  in  the  price 
of  gold  relative  to  the  dollar  and  other 
IMF  currencies?  Perhaps  the  principal 
cause  has  been  the  continuing  cam- 
paign waged  by  General  de  Gaulle 
against  the  dollar's  use  as  the  major 
international  reserve  currency  and  the 
primary  medium  of  exchange  in 
world  trade.  The  General  wants  the 
world  to  return  to  the  use  of  gold  for 
these  purposes.  In  his  view,  there  are 
too  many  dollars  in  the  world  and 
not  enough  gold:  de  Gaulle  wants  to 
see  the  metal's  price  increased  so  that 
it  can  take  over  the  dollar's  present 
function  in  international  commerce 
and  finance. 

The  General's  politics  may  be  un- 
derstandable, but  his  economics  are 
rejected  by  an  overwhelming  majority 
of  the  world's  experts.  Nevertheless, 
his  campaign  has,  during  the  past  sev- 
eral years,  prompted  many  foreigners 

*Mr.  Schuiz  is  a  partner  in  the  New  York  StocK 
Exchange  firm  of  Wolfe  &  Co. 


— the  Bank  of  France  prominent 
among  them — to  redeem  their  dollars  j 
for  gold.  As  a  result,  the  U.S.  gold 
reserve  has  declined  persistently,  and 
this  in  turn  has  caused  still  more 
foreign-held  dollars  to  be  turned  in 
for  gold  out  of  fear  that  the  U.S. 
might  run  short  of  the  metal  and  dis- 
avow its  commitment  to  sell  gold  on 
demand.  Needless  to  say.  speculation 
that,  in  consequence,  the  price  of 
gold  would  be  forced  up  has  played 
■  a  large  role  in  all  this  buying  of  gold 
and  selling  of  dollars. 

But,  as  this  column  suggested  two 
weeks  ago,  any  continuing  rush  by 
private  speculators  to  exchange  dollars 
for  gold  would  very  likely  lead  to  a 
shortage  of  dollars  abroad  long  before 
this  country  was  in  serious  danger  of 
running  out  of  gold.  The  surplus  of 
foreign-held  dollars,  to  which  the 
General  has  been  objecting,  is  prob- 
ably much  smaller  than  most  "gold 
bugs"  may  be  willing  to  realize.  Since 
1960.  for  example,  total  world  trade 
has  grown  by  nearly  $80  biUion.  This 
expansion  could  scarcely  have  been 
financed  by  the  S2  billion  worth  of 
gold  added  to  the  free  world's  oflScial 
reserves  during  the  same  period.  Un- 
doubtedly, without  the  $10  billion  in- 
crease in  foreign-owned,  short-term 
dollar  liabilities  since  1960,  much  of 
this  worldwide  growth  of  commerce 
would  have  been  lost. 

By  the  same  token,  any  substantial 
return  flow  of  these  dollars  (for  U.S. 
gold)  would  most  likely  soon  lead  to 
illiquidity  and  deflation  in  interna- 
tional trade  and  in  the  economies  of 
other  countries,  which  are  much  more 
dependent  on  such  trade  than  the 
U.S.  It  is  thus  very  difficult  to  see 
how  any  conceivable  "gold  rush" 
could  drain  our  $12-billion  gold  re- 
serve to  the  point  where  we  must 
raise  the  dollar  price  of  gold — unless 
we  yield  to  fear  or  bluff. 

Dollars  at  a  Discount 

All  this,  in  my  opinion,  means  that 
the  dollar  is  far  stronger  and  more  val- 
uable than  has  lately  been  the  fashion 
to  think.  If  so,  high-yielding,  long-term 
nonconvertible  corporate  bonds  and 
Treasury  obligations,  which  now  sell 
far  below  face  value  and  so,  in  effect, 
represent  dollars  at  a  discount,  should 
be  excellent  sources  of  capital  appre- 
ciation, especially  if  bought  with  the 
judicious  use  of  borrowed  money.  Ag- 
gressive investors  can  maximize  gain 
{and  loss)  potentials  by  buying  Treas- 
ury bonds  on  very  low  margin;  the 
proposed  new  federal  margin  regula- 
tions will  also  make  it  possible  to  buy 
straight  corporate  bonds  on  relatively 
low  margin  in  brokerage  accounts 
{see  this  column,  Forbes,  Nov.  15, 
1967).  m 
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A  NEW  MOVING  AVERAGE,  RELATIVE 
STRENGTH  and  ULTRA  HIGH  VOLUME  SERVICE 

which  may  change  your  ideas  about  stock  market  strategy 
by  ELECTRONIC  COMPUTER 

A  compilation  of  price  &  volume  ratios  on  every  common  stock  listed  on  the  New  York  &  American  Stock  Exchanges 

WHAT  stocks  to  buy  . . .  WHEN  to  buy  them  . . .  WHEN  to  sell 


Twenlj  jreari  igo,  CHARTCRAFT  started  out  with  just  one  investment  report 
aui  less  tkan  250  subscribers.  Today,  CHARTCRAFT  has  a  whole  battery  of 
services  and  technical  research  studies  to  keep  over  20.000  investors  and 
traders  alert  for  new  market  trends  and  potential  stock  market  profits.  And 
now.  to  its  famed  and  widely  used  services,  CHARTCRAFT  WEEKLY  SERVICE, 
CHARTCR.*FT  COMMODITY  SERVICE,  CHARTCRAFT  TECHNICAL  INDICATOR 
REVIEW,  CHARTCRAFT  MONTHLY  CHARTBOOK,  CHARTCRAFT  adds  its  newest 
and  Bost  complete   technical   service: 

CHARTCRAFT  COMPUSTRENGTH    SERVICE 


WHAT    IS   CHARTCRAFT 
COMPUSTRENGTH    SERVICE? 

C  H  .A  R  T  C  R  .A  K  T  C  O  M  J'  U  • 
STRENGTH  is  a  computer-based 
statistical  service  which  uses  the 
relative  strength  criterion  of  stock 
selection  .  .  .  with  a  difference. 
Since  the  I920"s,  the  relative 
strength  concept  of  stock  selection 
has  bad  a  numerous  and  sophisti- 
cated lullowing.  Urictly  stated,  the 
basic  premise  ut  this  thesis  holds 
that  tnose  stocks  which  have  his- 
torically evidenced  a  strong  com- 
parative price  trend  will  continue 
to  show  sutteriur  performance  over 
a  future  time  t>eri»Ml. 
CHARTCRAFT  COMPUSTRENGTH 
takes  this  hypottiesis  and  ^ives  it 
a  revolutionary  new  significance: 
Wherc.-i'i  hitherto  the  relative 
strength  of  a  stuck  has  licen  meas- 
ured only  against  the  strength  of 
the  Row  Jones  lndustri;il  .-Vverage 
or    other    averages  and    is    thus 

severely   Iinnte«l   in  scope — computer 
l.ased  tOMI'l  STRENCTH  enables 

u  to  comfare  the  relative  strength 

•   any  stock  directly  tilth   the   rela- 

itte  sireniith  of  efery  other  slock  on 

the  Sew    York  and  American  Stock 

r.xchanties. 

H.ARTC^R.AFT      COMPU 

IRKNCiTH  also  supplies  relative 
v'llumc  ratios  for  each  stock.  These 
ratios,  too,  are  directly  comparable 
•  •ne  stock  to  another,  and  you  can 
segregate  those  stocks  which  show 
ultra  high  volume.  I'ltra  high  vol- 
ume, in  conjunction  with  high  rela- 
tive strength — or  weakness  is  an 
indication  of  a  probable  change  in 
price  trend. 

Thus    with    CHARTrR.XFTs    new 
<(1MPUSTRENUTH      SERVICE 

u  can: 
-ELECT    FOR    YOl'R    Pl'R 
I  M.VSES  THE  STOCKS  WHICH 


SHOW  THE  GREATEST  RELA- 
TIVE STRENCTH;  SELL  SHORT 
THOSE  STOCKS  WITH  THE 
GREATEST  RELATIVE  WEAK- 
NESS   .    .    .    and 

SPOT  BLLLISH  OR  BEARISH 
TRENDS,  DETECT  CHANGES 
IN  TRENDS  AS  THEY  OCCUR, 
AND  TI.ME  VOIR  PCKCHASES 
AND  SALES  ACCORDINGLY. 

HOW   CHARTCRAFT 

COMPUSTRENGTH    SERVICE 

WORKS 

RELATIVE   STRENGTH 

On  the  Wednesday  of  each  week, 
the  ratio  of  the  closing  price  of 
each  Hig  and  Little  Board  stock  is 
taken  against  its  MOVING  AVER- 
AGE price  for  each  of  three  time 
periods:  10  weeks,  20  weeks,  and  30 
weeks. 

I  f  a  plus  percentage  results,  it  sig- 
iiirtcs  the  current  price  is  above  its 
MOVING  AVERAGE  for  that  period. 
A  minus  percentage  shows  the  cur- 
rent price  is  below  its  moving 
average. 


The  higher  the  plus  percentage,  the 
stronger  the  stock;  the  lower  the 
minus  percentage,  the  weaker  the 
stock. 

You    now    have   a    firm    basis    of 
comparison     as     to     the     relative 
strength     or     weakness    of    your 
personal    holdings. 
COMPUSTRENGTH    marks    with 
an   asterisk  every   stock   whose  per- 
centage goes  either  above  or   below 
its    10-week,    20- week,    and    30-week 
average  price. 

The  asterisk  flashes  you  a  special 
alert  to  check  the  relative  volume 
of     the    stock    for    abnormal    or 
ultra    high    volume,    signalling    a 
possible  breakout. 
COMPUSTRENGTH  also  lists  sep- 
arately   the    25    stocks    on    both    the 
NYSE    and    the    ASE    which    show 
the    greatest    relative    strength    and 
the     25     which     show     the     weakest 
relative  strength. 

RELATIVE  VOLUME 

111  the  same  fashion,  COMPU- 
STRENCJTH  calculates  the  normal 
or  average  VOLUME  for  10,  20, 
and  30-wcek  periods,  and  then  gives 
the  percentage  by  which  the  cur- 
rent Wednesday  closing  volume  is 
above  or  below  its  average  moving 
volume. 

Knowing  the  relative  volume 
ratios  of  each  stock,  enables  you 
to  compare  them  and  distinguish 
those  zi'hich  show  ultra  high 
volume  .  .  .  a  warning  of  a  po- 
tentially dynamic  turn  in  the  price 
trend  of  the  stock. 


EACH    WEEK   CHARTCRAFT   COMPUSTRENGTH 

SERVICE   GIVES   YOU   THE: 

TOP   25   STOCKS   .   .   . 

1.  On  the  N.y.S.E.  with  Ultra  High  Volume 

2.  On  the  A.S.E.  xvith  Ultra  High  Volume 

5.  On  the  N.Y.S.E.  unth  Strongest  Relative  Strength 

4.  On  the  A.S.E.  with  Strongest  Relative  Strength 

BOTTOM   25   STOCKS  .  .  . 

5.  On  the  il.Y.S.E.  with  Weakest  Relative  Strength 

6.  On  the  A.S.E.  with  the  Weakest  Relative  Strength 

All  for  10,  20,  and  SO  Weeks!!! 

7.  CompuStrcngth's  Market  Indexes 

8.  CompuStrcngth's  Bullish  Percentages 


Besides  reporting  the  relative  vol- 
ume of  all  stocks,  COMPU- 
STRENGTH lists  separately  the  25 
stocks  on  both  the  NYSE  and  the 
ASE  which  show  the  highest  ratio 
of  volume. 

TIME  INTERVALS 

The  three  time  intervals,  10  weeks, 
20  weeks,  and  30  weeks,  are  used 
for  the  benefit  of  the  short  term, 
the  intermediate,  and  the  long  term 
trader.  The  short  term  trader  will 
be  concerned  with  the  10-week 
MOVING  AVERAGE;  the  intermedi- 
ate, with  the  20-week  MOVING 
AVERAGE;  the  long  term  trader 
with    the    30-week    average. 

SPECIAL  INTRODUCTORY  OFFER 

Test  CHARTCRAFT  COMPU- 
STRENGTH by  actual  use.  Prove 
to  your  own  satisfaction  that  this 
revolutionary  new  service  can  give 
advanced  direction  to  your  invest- 
ment strategy  iiy  pinpointing  your 
selection  of  stocks  and  systematiz- 
ing your  timing.  A  limited  special 
introductory  subscription  for  four 
issues  is  now  open.  The  cost;  just 
$20.00.  (The  annual  fee  for  52 
issues  is  $240.00  payable,  if  desired, 
in  four  quarterly  payments  of  $60.00 
each.) 

We  all  know  that  there  is  no  guar- 
anteed sure  way  to  profits  in  the 
stock  market,  and  we  make  no  such 
claim  for  COMPUSTRENGTH. 
No  method  of  market  interpretation 
is  infallil)le  and  past  success  is  never 
a  guarantee  of  future  success. 
We  do  know,  however,  that  common 
stocks  act  and  react  to  the  inex- 
orable law  ')f  supply  and  demand, 
and  CHARTCRAFT  COMPU- 
STRENGTH is  an  extremely  sensi- 
tive barometer  of  this  flow  of 
accumulation  and  distribution.  This 
indicator  can  be  put  to  work  for 
you.  Order  your  trial  subscription 
and  see  for  yourself  how  CHART- 
CRAFT COMPUSTRENGTH  will 
help  you  answer  the  questions: 

WHAT   STOCK    SHOULD    I    BUY 

AND  WHEN   .  .  . 

WHEN   SHOULD   I   SELL? 


EXPLANATION  OF  CompuStrengfh  COLUMNAR  HEADINGS 
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Price  ±  %  for  10  wk.,  20 
ivk.,  30  wk.: 

This  is  the  ratio  of  Wednesday's  closing 
price  to  its  10-week,  20-week,  &  30-week 
MOVING  AVERAGE  price  expressed  in 
plus  or  minus  percentaoes.  A  plus  per- 
centage means  that  the  current  price  is 
above  Its  MOVING  AVERAGE  for  the 
respective  period  by  the  indicated  percent- 
age points.  A  minus  percentage  means 
that  the  current  price  is  below  its  partic- 
ular MOVING  AVERAGE  by  the  indi- 
cated percentage  points.  An  '  indicates 
that  the  percentage  has  gone  from  a 
minus  to  a  plus  or  vice  versa. 

Volume  ±  %  for  10  wk., 
20  wk.,  30  wk.: 

This  is  the  ratio  of  the  weekly  volume  to 
its  10-week,  2U-week.  &  30-week  MOV- 
ING AVERAGE  volume  expressed  in 
plus  or  minus  percentage  points,  A  plus 
percentage  means  that  the  current  weekly 
volume  is^bove  its  MOVING  AVERAGE 
volume  for  the  respective  period  by  the 
indicated  percentage  points.  A  minus 
percentage  means  that  the  current  volume 
is  below  its  MOVING  AVERAGE  (or 
that  period  by  the  indicated  percentage 
points.  An  '  signifies  that  the  percentage 
has  gone  from  a  minus  to  a  plus  or  vice 
versa. 


MAIL  COUPON  TODAY! 


CHARTCRAFT,   INC.,   Dept.   F-152 
Larchmont,  New  York  10538 

Gentlemen: 

I    would    like    to    test    CHARTCRAFT    COMPUSTRENGTH 

SERVICE  and  see  if  it  can  help  me  in  my  selection  and 

timing  of  stock  purchases  and  sales. 

Please  send   me   a   trial   subscription   of  four   issues.     I 

enclose  $20.00  plus  the  appropriate  sales  tax'. 

D  Bill  me  $240  for  one  year  D  Bill  me  $60  per  quarter 

YOUR   FEE    IS  TAX    DEDUCTIBLE 
We   are   registered   as   INVESTMENT   ADVISORS  with   the   SECU- 
RITIES  AND    EXCHANGE   COMMISSION,    Washington,    D.C. 

Name 


Address, 
City 


State 


.Zip  Code_ 


*N.  Y.  City  Residents  add  .5%  Sales  Tax.  N.  Y.  State  Resi- 
dents add  2%   Tax.   We' cannot  ship  any  order  which  is 
not  fully  prepaid,  including  tax. 
No  transfer  of  this  subscription   will  be  made  without  sub- 
scriber's approval. 
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How  to  have 
your  portfolio  of 

$5,000  to  $50,000 

supervised  for 

capital  growth 

objectives 

Here  are  the  five  simple  steps  you 
take  to  benefit  from  the  Danforth 
Associates  Investment  Manage- 
ment Plan: 

1.  Write  us  now  for  a  42-page 
booklet  describing  this  tested  plan. 
No  obligation.  No  one  will  call 
you.  We  serve  clients  all  over  the 
world  (in  at  least  55  countries) 
solely  by  correspondence. 

2.  Study  our  methods  and  goals. 
See  how  we  will  try  to  help  your 
money  grow  by  carefully  selecting 
and  supervising  your  investments 
in  leading  common  stocks.  Com- 
pare the  10-year  "Performance 
Record"  of  all  the  funds  we  have 
managed. 

3.  Send  us  a  "Request  Form"  tell- 
ing the  amount  of  cash  or  securities 
you  want  us  to  manage,  how  you 
want  dividends  and  fees  handled 
and,  if  you  wish,  a  little  data  on 
your  own  financial  plans. 

4.  Open  your  own  account  with  a 
large  NYSE  Member  Firm  which 
has  one  office  serving  Danforth 
cUents  only.  Deposit  your  cash 
and/ or  securities  in  this  account 
and  give  them  limited  power  to  ac- 
cept instructions  from  us  —  with  all 
transactions  to  be  made  only  in 
your  name. 

5.  From  here  on,  our  analysts  will 
make  decisions  to  try  to  help  your 
capital  grow  as  fast  as  possible  con- 
sistent with  reasonable  precautions. 
As  in  any  selection  of  investments, 
losses  do  and  will  occur,  but  you 
will  know  their  decisions  promptly. 
You  receive  monthly  accountings 
and  quarterly  evaluations.  You  can 
withdraw  at  any  time. 

The  plan  thus  far  has  proved,  we 
believe,  especially  efficient  in  pro- 
viding capital  growth  supervision 
to  portfolios  starting  with  from 
$5,000  to  $50,000.  To  take  your 
first  step  now,  simply  write  "send 
booklet"  with  your  name  and  ad- 
dress and  mail  to  Dept.  S-22. 

Danforth  Associates 

Wellesley  hills,  Mass.,  us  a.  onSi 

Investment  Management    •    Incorporated  l9}6 


OVERSEAS  COMMENTARY 

by  GEORGE  J.  HEJ^RY 


Investments  For  1968 


Sterling  has  been  devalued.  That  is 
the  fact,  and  it  is  a  little  futile  at  this 
stage  of  the  game  to  wonder  whether 
this  was  an  economic  necessity  or 
something  which  was  made  necessary 
for  the  United  Kingdom  by  a  political 
force  majeure.  My  own  feeling  is  that 
the  economic  necessity  of  the  step  was 
dubious,  that  it  was  a  question  of  pro- 
ductivity more  than  of  prices  in  order 
to  allow  Great  Britain  to  compete  in 
world  markets. 

Unquestionably  the  devaluation  will 
give  Britain  very  valuable  breathing 
space  in  which  to  put  her  house  in  or- 
der. While  the  devaluation,  in  per- 
centage terms  (14.3%),  is  consider- 
ably less  than  that  of  1949  (which 
amounted  to  about  30%),  it  is  apt 
to  give  Britain  a  greater  competitive 
edge  in  world  markets  than  was  the 
case  18  years  ago.  At  that  time,  Brit- 
ain was  followed  by  the  rest  of  Eu- 
rope (with  minor  exceptions)  in  de- 
valuing against  the  American  dollar; 
today  only  a  few,  and  not  very  impor- 
tant, countries  followed  her  lead.  In 
1949  the  entire  sterling  bloc  followed; 
today  even  Australia  and  South  Af- 
rica maintained  their  old  currency 
rates. 

A  Competitive  Edge 

If  devaluation  had  to  take  place  it 
was  reasonably  well  timed.  Prices  and 
wage  levels  in  the  last  year  and  a  half 
have  been  comparatively  stable.  If  this 
stability  can  be  maintained  by  the 
stern  measures  the  British  authorities 
intend  to  impose  on  the  British  econ- 
omy, the  time  available  to  take  advan- 
tage of  this  competitive  edge  should 
be  sufficient  to  revitalize  the  British 
economy.  But  full  advantage  of  the 
time  will  have  to  be  taken.  British  in- 
dustry has  suffered  for  decades  from 
the  fact  that  the  industrial  revolution 
first  started  in  England.  The  start  the 
United  Kingdom  had  in  industrializa- 
tion was  offset  in  subsequent  years  by 
the  fact  that  later  starters  had  more 
modern  equipment.  British  industry  is 
still  suffering  from  the  dual  effect  of 
obsolete  machinery  and,  in  many 
cases,  small  corporate  units. 

If  industry  can  take  advantage  of 
the  breathing  space  that  has  been 
granted,  and  the  trade  unions  can  be 
controlled  and  no  undue  increases  in 
wages  take  place,  devaluation  should 


prove  to  be  effective.  In  1964  the  ad- 
verse trade  balance  of  the  United  King- 
dom was  $2  billion;  in  1965  it  was 
$666  billion;  and  in  1966  a  little  under 
$500  billion.  While  economic  causes 
cannot  be  ignored,  the  rapid  deteriora- 
tion this  year  was  very  largely  caused 
by  political  factors,  especially  the  crisis 
caused  by  the  closing  of  the  Suez 
Canal. 

Gold  Speculation 

It  has  always  been  expected  that 
any  devaluation  of  sterling  would 
cause  a  run  on  the  dollar,  and  this  ex- 
pectation was  fulfilled  with  a  ven- 
geance. In  one  week  our  gold  losses 
amounted  to  nearly  half  a  billion  dol- 
lars. Nevertheless,  every  reason  exist"; 
for  expecting  that  the  whole  situation 
can  be  controlled  by  the  Federal  Re- 
serve Bank,  with  the  cooperation  of 
foreign  central  banks.  But  here,  too. 
it  is  necessary  to  restore  confidence  in 
the  U.S.  economy;  we  must  make  the 
rest  of  the  world  realize  that  we  are 
doing  something  to  reduce  the  drain 
on  our  reserves  and  to  control  the  in- 
flationary tendencies.  By  far  the  sim- 
plest and  most  efficient  means  of  doing 
this  would  be,  of  course,  to  imme- 
diately increase  taxes.  It  is  to  be  hoped 
that  this  step — which  seems  to  be  uni- 
versally desired  by  almost  everyone, 
except  Congress — will  be  taken  shortly. 

A  few  thoughts  for  the  coming 
year  may  not  be  out  of  place.  Whether 
the  price  of  gold  is  increased  or  not — 
and  I  am  still  of  the  firm  opinion  that 
it  will  not  be — various  rumors  will 
arise  from  time  to  time,  and  will  at- 
tract buyers  for  gold  shares.  In  the 
case  of  the  South  African  gold  shares, 
the  better  quality  issues,  which  have 
merit  to  them  whether  the  price  of 
gold  is  changed  or  not.  could  well 
be  picked  up  between  rumors  and 
speculative  bouts.  On  any  substantial 
dip  in  the  market  I  believe  that  West- 
ern Deep  Levels  is  probably  the  most 
attractive  in  this  group. 

Among  English  companies,  a  favor- 
ite of  this  column.  Rank  Organisation, 
has  fallen  from  about  IV2  to  about 
6V2  per  share  following  the  devalua- 
tion of  sterling.  This  stock  was  selling 
at  above  8  last  year.  While  the  com- 
pany's interests  are  not  doing  much 
and  will  probably  not  show  an  im- 
provement for  some  time,  the  Xerox 


FORBES,  lANUARY  1,  1968 


interest  is  expected  to  improve  sub- 
stantially. Sales  of  Xerox  equipment 
outside  the  Americas  is  channelled 
through  Rank-Xerox,  and  a  great  in- 
crease in  sales  is  expected  both  in 
Western  Europe  and  in  other  parts  of 
the  world.  Devaluation  should  not 
hurt  this  part  of  the  business,  since 
most  of  these  sales  occur  with  foreign 
\change  (which  has  not  been  deval- 
ued against  the  British  pound),  and 
since  some  of  the  expenses  of  produc- 
tion are  in  sterling,  the  proportion  of 
profits  should  increase.  In  comparison 
with  the  price  of  Xerox,  at  about  300, 
Rank  Organisation,  at  around  6%, 
appears  to  be  attractive. 

During  1967  the  economy  of  no 
country  showed  a  greater  revitalization 
than  that  of  Australia.  Perhaps  revital-  ! 
ization  is  the  wrong  word,  but  certain- 
ly discoveries  of  mineral  resources 
there  showed  tremendous  prospects  for 
future  expansion.  As  is.  of  course,  fit- 
ting, the  lead  in  this  was  taken  by 
Broken  Hill  Proprietary.  Australia's 
leading  company.  For  a  long  time. 
Broken  Hill  has  been  the  largest  inte- 
grated iron  and  steel  producer  in  the 
British  Commonwealth.  Now  it  is  like- 
ly to  become  a  major  producer  of  oil, 
and  it  has  diversified  in  other  areas, 
such  as  nickel.  The  price  of  the  stock 
has  increased  dramatically  during  the 
course  of  the  year  to  17' 2  currently. 
While  this  price  may  discount  some 
future  prospects  a  great  deal,  these 
prospects  are  very  substantial  indeed, 
and  the  long-term  outlook  is  very 
bright. 

Undervalued? 

Old  favorites  of  this  column,  Delhi 
Australian  Petroleum  and  Santos  had 
several  successful  gas  strikes  during 
the  course  of  the  year.  This  will  make 
their  gas  reserves  more  than  sufficient 
for  the  pipeline  to  Adelaide,  which 
should  begin  construction  in  the  not- 
too-distant  future.  It  is  interesting  to 
note  that  their  most  recent  discovery, 
on  Daralingie,  contained  an  interesting 
quantity  of  distillates.  The  action  of 
their  stock  has  been  most  disappoint- 
ing and  has  suffered  from  the  usual 
round  of  tax  selling:  Delhi  Australian 
is  currently  selling  at  about  8'/2  and 
Santos  at  about  IVi . 

The  German  economy  is  continuing 
to  react  favorably  to  the  stimuli  of  va- 
rious financial  measures,  and  the  econ- 
omy of  this  most  important  Western 
European  country  should  show  satis- 
factory progress  during  the  year  1968. 

Just  one  additional  thought,  which 
may  be  considered  a  wild  prediction 
more  than  anything  else:  I  expect  that, 
during  the  coming  year,  the  paving 
of  the  road  for  Great  Britain's  entry  in- 
to the  Common  Market  will  be  seen.  ■ 
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How  do  your  stocks  compare 
with  others? 

COMPUTER-GRAM 

ranks  1250  stocks  by  long  and 
short  term  relative  strength, 
volatility,  buying  power  and 
selling  pressure,  U.H.  volume, 
and  long  term  outlook.  Selects 
the  strongest  stock  to  buy,  sell, 
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329    E.    Green    Street,    Pasadena, 
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Worthington  Corporation 

and 

Studebaker  Corporation 

have  combined  to  form 

Studebaker -Worthington,  Inc. 


The  undersigned  assisted  Worthington  Corporation 
in  connection  with  the  above  transaction. 


Dillon,  Read  &  Co.  Inc. 


December  7,  1967 
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WHAT  MAKES 


INVESTMENT  ADVISORY  SERVICE 


All  investment  advisory  services  are  not 
alil<e.  Bulletin-type  services  are  designed 
for  mass  consumption  and  cannot  be 
written  specifically  for  you.  On  the  other 
hand  specialized  and  technical  services 
are  not  broad  enough  to  build  a  w^ell- 
balanced  portfolio  which  we  believe  is 
necessary  if  safety  as  well  as  growth  is 
to  be  considered. 

BABSON'S    INVESTMENT    ADVISORY 
SERVICE    IS    DIFFERENT 

•  Babson's  analyzes  your  portfolio  and 
gives  you  an  investment  plan  tailored 
especially  for  you.  Your  registered  securi- 
ties will  be  under  the  constant  surveil- 
lance of  Babson's  Research  Department 
and  you  will  be  immediately  notified  when 
our   opinion    changes   on    any   of   them. 

•  You  will  be  assigned  a  professional  in- 
vestment advisor  with  whom  you  may  con- 
sult at  any  time  by  mail,  wire,  phone,  or 
in  person.  •  As  a  Babson  client  you  will 
also  receive  the  famous  Investment  and 
Barometer  Letter  to  help  keep  you  alert 
to  economic  developments  and  stock- 
market  trends.  This  informative  letter 
throughout  the  year  will  bring  you  re- 
search reports  on  hundreds  of  stocks 
and  bonds  in  vital  industries.  •  The 
Babson  Investment  Advisory  Service  is 
directed  toward  growth  of  your  investment 
portfolio  both  in  terms  of  income  and 
appreciation. 

A  flat  fee  of  $180.00  a  year  covers  the 
complete  service,  regardless  of  the  dollar 
value  of  your  portfolio. 

BABSON'S  IS  DIFFERENT  IN  MANY  WAYS 

—  perhaps  the  greatest  of  these  is  Bab- 
son's 64  years'  experience  in  the  invest- 
ment advisory  field. 

We   would   be  delighted  to   send   you   a 
FREE    BROCHURE    describing    in    detail 
how   Babson's    Investment   Advisory  Ser- 
vice may  be  of  great  benefit  to  you. 
Simply  mail  the  coupon  below. 


Babson's   Reports   Inc., 

Wellesley  Hills,  Mass.  02181,  Dept.  F-246 

Send  free  brochure  on  Babson's 
$180  Investment  Advisory  Service. 


Name. 


street  &   No.. 


City. 


.state. 


-Zip. 


1904 


1968 


BABSOTSf'S  REPORTS  lac. 

WELLESLEY   HILLS,   MASS.   02181 


THE  MARKET  OUTLOOK 

by  SIDNEY  B.  LURfE* 


A  Different  View  Of  1968 


Traditionally  this  is  the  time  for  a 
year-end  forecast  and  look  at  the  com- 
ing 12  months.  But  I'm  going  to  de- 
cline the  dance  on  the  grounds  that  no 
one  waves  a  magic  wand  and  makes 
the  outlook  any  clearer  merely  because 
a  page  has  been  turned  on  the  calen- 
dar. Perhaps  the  pound  isn't  secure ; 
perhaps  the  Federal  Reserve  Bank  will 
follow  a  less  liberal  credit  policy.  But 
I  believe  we  are  still  in  an  era  where 
it's  more  important  to  be  "right" 
about  stocks  than  the  stock  market. 

For  one  thing,  the  fact  that  we  are 
living  in  a  managed  economy  has  in- 
creased the  basic  attraction  of  com- 
mon stocks.  At  the  same  time,  the 
worldwide  necessity  to  finance  ex- 
panding economies,  and  the  resultant 
interest  rate  and  currency  pressures, 
have  lessened  the  basic  appeal  of  fixed 
income  securities.  Furthermore,  not 
only  are  the  ranks  of  professional  in- 
vestors who  recognize  these  realities 
wider  than  ever  before,  but  European 
interest  in  our  markets  has  been 
heightened  by  the  fact  that  American 
industry    develops    new    technologies. 

A  Search  for  Skill 

In  other  words,  there  has  been  a 
fundamental  change  within  the  stock 
market  itself  that  has  resulted  in  what 
I've  termed  a  "multidirectional"  mar- 
ket, i.e.,  one  which  doesn't  move  in 
unison.  For  example,  whereas  years 
ago  the  first  investment  step  involved 
development  of  an  over-all  posture,  it 
now  is  common  practice  to  start  with 
a  search  for  companies  that  have  the 
skill  and  opportunity  to  demonstrate 
unusual  earnings  capabilities.  In  a  pe- 
riod where  prosperity  tends  to  be 
fragmented,  and  the  readjustments 
have  been  private  rather  than  all  in- 
clusive, the  emphasis  is  on  the  com- 
panies which  can  almost  create  their 
own  prosperity.  This  emphasis  has 
been  heightened  by  the  growing  ranks 
of  professional  investors  who  have  the 
responsibility  of  managing  money  to 
its  greatest  capabilities.  As  a  result, 
the  difference  in  the  premium  the 
market  is  willing  to  pay  for  special 
growth  versus  that  which  it  "pays"  for 
traditional  investment  media  is  today 
wider  than  ever  before. 

The  key  question  for  1968  is  wheth- 
er the  new  forces  which  are  at  work 


will  keep  growth  stock  multiples  high. 
While  there  always  will  be  a  special 
interest  in  companies  with  unusual  tal- 
ents and  capabilities,  this  doesn't  nec- 
essarily mean  that  there  is  a  permanent 
roadblock  to  an  interest  in  other  areas. 
There  can  be  times  when  industries 
that  do  not  have  the  long-term  pros- 
pects of,  say,  atomic  energy  or  data 
processing,  nevertheless  are  on  the 
threshold  of  significant  earnings  im- 
provement. In  other  words,  the  em- 
phasis on  the  selectivity  which  has 
been  featured  in  1967  does  not  neces- 
sarily mean  that  the  already  strong 
stocks  will  get  stronger  and  the  rela- 
tively weak  stocks  weaker.  There  can 
be  successful  new  claimants  to  atten- 
tion, //  the  story  is  sufficiently  persua- 
sive and/or  dynamic. 

For  example,  it's  quite  possible  that 
American  Can,  a  company  that  has 
gone  through  a  massive  internal  reor- 
ganization in  the  past  two  years  which 
has  produced  significant  cost  savings, 
is  an  interesting  value  (around  50, 
paying  $2.20).  With  the  company  now 
market-oriented  rather  than  product- 
oriented,  and  its  capital  spending  em- 
phasis on  growth  areas,  1968  could 
see  a  return  to  the  10%  annual  growth 
rate  which  had  previously  appeared 
likely  for  1967.  This  would  mean  an 
earnings  potential  of  roughly  $4.60 
per  share,  and  the  stock  has  tradi- 
tionally sold  at  a  higher  ratio  than 
the  DJI.  Although  nine-month  earn- 
ings were  off  9%,  I  believe  there  was 
a  turnabout  which  will  enable  the  full- 
year  profit  to  roughly  duplicate  the 
$4.18  earned  in  1966. 

Similarly,  Lihbey  -  Owens  -  Ford. 
which  obtains  about  10%  of  its  sales 
from  the  auto  industry,  could  be  a 
comfortable  long-term  "turnaround" 
speculation  at  49,  paying  $2.80.  True. 
LOF  has  been  on  a  treadmill  in  recent 
years,  and  1967,  when  earnings  de- 
clined to  about  $2.85  per  share,  is  a 
far  cry  from  the  prosperity  the  com- 
pany enjoyed  in  1959  when  earn- 
ings were  $5.13  per  share.  But  I  be- 
lieve the  tide  has  turned  under  the 
leadership  of  an  aggressive  new  presi- 
dent who  is  planning  to  use  the  com- 
pany's overabundance  of  cash  and 
equivalent  more  aggressively.  I  visual- 

*Mr.  Lurie  is  a  partner  in  the  New  YorK  Stock 
Exchange  firm  of  Josephthal  &  Co. 
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COLUMBUS  AND  SOUTHERN   OrllO 
ELECTRIC  COMPANY 


Uitidend  oh  Common  Shares 

The  Board  of  Directors 
of  Columbus  and  South 
ern  Ohio  Electric  Com- 
fjany.  on  December  5, 
1967.  declared  a  divi- 
dend of  forty  cents(40t) 
per  share  on  the  out- 
standing Common 
Shares  of  the  Corpora- 
tion.  payable  on 
January  10.  1968  to 
shareholders  of  record 
at  the  close  of  business 
on  December  26.  1967. 

G.  C.  SHAKER.  Secretary 


COLUMBUS  AND  SOUTHERN 


OHIO  ELECTRIC  COMPANY 


CONSOLIDATED 

^NATURAL  GAS 

W  COMPANY 


30  Rockefeller  Plaza 
New  York,  N.  Y.  10020 


Notice  of 
Increased  Dividend 

Thk  board  of  directors  has 
this  day  declared  Dividend  No. 
80,  a  regular  quarterly  dividend 
of  Forty-Two  and  One-Half 
Cents  (42V2C)  per  share  on  the 
capital  stock  of  the  Company, 
payable  February  15,  1968,  to 
stockholders  of  record  at  the 
close  of  business  January  15, 
1968. 

This  quarterly  dividend  rep- 
resents an  increase  of  2^/2^  P<?r 
share  over  the  previous  rate  of 
40tf. 

John  Davidson,  Secretary 

December  13,  1967 


giiiniHiiiiiniiniiiiiiiuiiiiinininniiiiil 


R  Chord  dWYCKOFF 

STOCK  MARKET 
COURSE 


.  .  .  leaches  you  how  to  BUY  AND  SELL  stocKs. 
We  are  educators — not  an  advisory  service.  Send 
lor  FREE  brochure  372 

WYCKOFF  ASSOCIATES,  INC. 

778  Busse  Hwy.  Park  Ridge,  III.  60068 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schuiz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  York  Stock  Exchange 
120  Broadway,  N.  Y.  10005 
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ize   a   $3.50-$4   earnings   potential   in 
1968  and  even  higher  results  later. 

These  are  only  two  of  the  major 
corporate  names  that  have  caught  my 
eye  in  recent  months.  But  the  key 
question  is  whether  the  main  body 
of  speculative  attention  will  be  con- 
centrated on  stocks  with  a  little  dif- 
ferent measure  of  appeal  than  was 
formerly  required  of  a  stock  with  a 
story.  I'm  reasonably  certain  of  one 
thing:  The  market  success  stories  of 
1968  will  be  different  from  those  of 
1967.  And  the  list  is  more  likely  to 
develop  as  the  year  progresses  than 
is  self-evident  right  now. 

Pleasing  Prospects 

Meanwhile,  it  seems  to  me  that 
General  Time  (around  21,  paying  50 
cents)  is  an  interesting  speculation  in 
a  company  which  has  an  almost 
unique  consumer  franchise.  Last  year 
was  the  sixth  consecutive  year  that 
General  Time's  two  clock  divisions, 
which  contribute  a  little  over  half  of 
total  corporate  volume,  enjoyed  rec- 
ord high  sales.  As  a  result,  I  believe 
the  company's  total  sales  almost 
doubled  those  of  1961  when  earnings 
were  only  2.^  cents  per  share;  profits 
should  reach  a  new  peak  of  about 
$1.75  per  share.  A  $2-per-share  area 
is  possible  in  1968,  since  the  automo- 
bile clock  business  (General  Time  is 
one  of  the  two  largest  manufacturers) 
should  improve  and  the  company  will 
be  free  of  plant  start-up  costs. 

Theoretically,  a  company  which  ob- 
tains some  65% -70%  of  sales  from 
concrete  water  and  sewer  pipe  has  lit- 
tle to  commend  it  to  attention.  Yet 
I  see  some  interesting  speculative 
pluses  in  International  Pipe  &  Ce- 
ramics (now  selling  around  24,  pay- 
ing $1 ).  The  benefits  of  a  new  profes- 
sional management  will  be  evident  in 
1967;  earnings  were  about  10%  high- 
er than  the  $1.60  profit  of  1966  even 
though  sales  were  off  some  15%.  With 
the  demand  for  water  pipe  stemming 
mainly  from  public  works  projects 
rather  than  residential  building,  and 
orders  having  increased  in  recent 
months,  further  earnings  improvement 
is  likely  in  1968.  Given  optimum  op- 
erating conditions,  and  this  is  possible 
by  1970,  I  believe  the  ultimate  earn- 
ings potential  is  about  $3  per  share. 

But  whatever  1968  brings,  and  I 
have  a  suspicion  it  will  be  as  fascinat- 
ing and  frustrating  and  opportunity- 
providing  as  1967,  please  bear  two 
things  in  mind.  First,  you  and  you 
alone  must  decide  whether  the  com- 
ments made  in  this  column  suit  your 
objectives  and  requirements.  Second, 
the  key  to  speculative  success  is  to 
limit  the  inevitable  speculative  losses 
and  let  profits  "ride."  ■ 


EARN  THE  NATION'S 
HIGHEST 
DIVIDEND 
RATE  on 

Insured  Savings 


IT'S  A  HOLLYWOOD 

TRADITION!  Save  where  the 

Stars  save  safely— on  the  counsel  of  their 

business  managers— at  Hollywood's  own 

savings  and  loan  association! 

0  /o  current  annual  rate  on  passbook  accounts. 

b.  1  O  /o  when  rate  is  compounded  daily  and 
held  for  one  year. 

V.2.0  /o  can  be  earned  by  adding  our  .25% 
bonus  dividend  to  current  basic  rate  on  $1,000 
minimum  3-year  term  accounts. 

First:  Federal  Savings 

ANO  LOAN  ASSOCIAriON 

of  Hoiiy\A/ood 

HOLLrWOOO,  CAllfORNIA 

First  Federal  Savings  and  Loan  Association  of 

Hollywood  •  P.O.  Box  1000-F,  Hollywood,  Calif. 

90028 

Yes!  Open  a  savings  account  for  me.  Enclosed  is 

my  check  for  $ D  Individual 

Account,  n  Joint  Account.  □  Present  Passbook 
enclosed.  Please  transfer  my  account.  Q  $1,000 
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This  advertisement  is  not  and  Is  under  no 
circumstances  to  be  construed  as  an  of- 
fering of  these  securities  for  sale  or  a 
.solicitation  of  an  offer  to  bu,v  any  of  such 
securities.  This  rffering  is  made  only  by 
the  Prospectus  and  only  to  residents  of  the 
states  of  Delaware.  Louisiana  and  New 
York. 
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Jan.  1,  1968 
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SERIO-1968 


~BARNETT 
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Interests  in  Oil  and  Gas  Drilling 
Program 

Minimum    Initial    Commitment    $7,500 


Copies  of  the  Prospectus  may  be  obtained 
by  residents  of  the  states  of  Delaware. 
Louisiana  and  New  York  from  the  under- 
signed Issuer. 


BARNETT   SERIO 
EXPLORATION  COMPANY 

331  Market  Street 
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Only  $5  Now 
Could  Make  1968 
Your  Best 
Investment  Year 

Yes,  just  $5  is  all  it  costs  to  take  your  first  step  to  invest- 
ment success  in  1968  .  .  .  just  $5  to  join  the  more  than 
70,000  astute  investors  who  turn  to  FINANCIAL  WORLD 
each  week,  the  Independent  Appraisals  each  month  and  their 
Persona]  Advice-by-Mail  privileges  for  the  extra  margin  of 
profit  with  minimum  risk  that  they  demand  for  their  invest- 
ments .  .  .  just  $5  to  see  how  the  facts  and  professional 
guidance  you  get  from  a  subscription  to  FINANCIAL 
WORLD  can  better  your  investment  results. 

1967  has  seen  immense  changes — and  their  full  impact  has 
yet  to  be  felt  in  rapidly  changing  values  behind  stock  prices. 
That  is  why  for  1968,  more  than  ever  before,  you  should 
have  on  tap  the  steady  flow  of  investment  facts  and  guidance 
that  FINANCIAL  WORLD  and  its  Added  Services  will 
bring  you.  And  you  have  our  absolute  money-back  guarantee. 

YCUR  $5  BRINGS  YOU  .  .  . 

1.  TWELVE  WEEKLY  ISSUES— FULL  OF  MARKET  NEWS:  Every  week 
for  the  next  twelve  weeks  you  will  receive  a  copy  of  Financial 
World.  You'll  find  this  professional,  prestigious  magazine 
filled  with  articles  of  interest  and  value  .  .  .  spot  trends  of  cur- 
rent issues  and  securities,  interviews,  profiles,  industry  and 
company  surveys,  a  wealth  of  investment  news  and  ideas,  plus 
timely  studies  and  reports  on  current  investment  opportunities, 
Mutual  Funds,  etc.  The  sort  of  dollars-and-sense  information 
well  worth  the  alert  investor's  thoughtful  attention. 

2.  THREE  MONTHLY  SUPPLEMENTS  OF  "INDEPENDENT  APPRAISALS": 

Every  month  for  the  3  months  of  your  special  subscription, 
you'll  get  a  detailed,  updated  digest  of  current  stock  informa- 
tion— prices,  earnings,  dividends,  etc. — and  also  our  independ- 
ent ratings  on  as  many  as  1,900  listed  stocks.  We  think  you'll 
find  it  profitable  to  be  as  well-informed  and  up-to-the-minute 
as  we  can  make  you. 

3.  PERSONAL  ADVICE  BY  MAIL:  As  a  subscriber,  you're  entitled  to 
ask  us  for  buy/hold/sell  advice  on  any  one  listed  security  that 
interests  you  at  the  particular  time.  Write  us  for  specific  ad- 
vice at  any  time  during  your  subscription — as  often  as  once 
a  week,  if  you  like. 

4.  VALUABLE  BONUS  BOOK:  You'll  also  get  as  a  special  gift,  a  copy 
of  our  exclusive  72-page  handbook.  Your  Step-by-Step  Guide 
to  Investment  Success.  The  32  chapters  help  clear  away  the 
mystery  and  the  myths  from  investing — explain  portfolio- 
planning,  dollar  averaging,  how  to  read  a  balance  sheet,  depre- 
ciation, leverage,  investment  timing,  and  many  other  aspects 
of  knowledgeable  investing  you  should  understand. 

5.  oPcCIAL  STUDIES:  You  will  also  receive  by  return  mail  these 
Special  Studies  of  current  investment  opportunities:  "Logical 
Take-Over  Targets — Holders  could  Benefit"  and  "Sound 
Stocks  for  '68  Profit  Gains."  These  are  typical  of  the  informed 
and  prudent  investment-and-stocks  analyses  you'll  find  in 
every  issue  of  Financial  World. 


FORECAST  FOR  1968 

Don't  miss  the  Special  January  3, 1968  "Annual  Review  and 
Forecast"  issue  of  FINANCIAL  WORLD  featuring:  In- 
vestment Programs  for  1968;  Which  Growth  Stocks  Now?; 
The  Technical  View;  Mutual  Funds  plus  other  valuable 
investment  features. 

This  Special  Issue  will  be  included  in  your  subscription 
if  you  ocf  now. 


A  unique  combination  of 
a  financial/investment  magazine 
with  added  investment  aids  developed 
over  65  years  of  successful  service  to  investors 

ADDITIONAL  SAVINGS:  We  will  send  you  weekly 
issues  of  FINANCIAL  WORLD  •  the  BONUS 
72-page  Book  •  the  Special  Studies  •  "Indepen- 
dent Appraisals"  •  Advice-by-Mail  .  .  .  and  in- 
clude in  addition — but  at  no  additional  cost — the 
annual  Edition  of  the  352-page  "Stock  Facto- 
graph"  Manual  (Reg.  $5),  giving  60,000  perti- 
nent facts  about  over  2,100  stocks  ...  all  for 
$13.50  for  6  months'  service  or  $24  for  a  year. 

MONEY-BACK  GUARANTEE-if  this  sounds  like  $5, 
$13.50  or  $24  that  could  increase  your  income, 
improve  your  portfolio  and  help  assure  invest- 
ment success  . .  .  just  return  the  coupon  with  your 
check.  Mai-k  your  preference.  Each  offer  carries 
an  absolute  30-day  money-back  guarantee. 


FINANCIAL  WORLD,  oept.  fb-ii. 

17  Battery  Place,  New  York.  N.Y.  10004 

For  payment  enclosed  send  me  a  BONUS  Copy  of 
the  72-Page  Book,  the  Special  Studies,  and  enter  my 
order  for  the  following: 

D  12  weeks  of  FINANCIAL  WORLD.  "Independent 
Appraisals"  and  Advice-by-Mail — for  $5. 

D  6  months  of  FINANCIAL  WORLD,  including  "In- 
dependent Appraisals,"  Advice-by-Mail  Service 
and  the  "Stock  Factograph"  Manual — all  for 
$13.50. 

D  A  full  year  of  FINANCIAL  WORLD,  mcluding 
all  the  above — for  $24. 

Name 

Address 

City State  Zip  

This  subscription  is  not  assignable. 
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A  Financial  Profile  of  the  414  major  U.S.  industrial  and  financial  corpora- 
tions covered  in  Forbes  Twentieth  Annual  Report  on  American  Industry. 


See 

Pate: 


Company  fc  1967  Profitability  Ranliing 


^ FINANCIAL  DATA ,^ 

Latest  l2Manths 

r 

STOCK  DATA 

Latest 

N 

Total 

Net 

Shares 

12-month 

Indicated 

1967 

Assets 

Revenues 

Income 

Outstanding 

Earnings 

1967 

Price 

—  (millions)  — 

(millions) 

Per  Share 

Dividend 

Range 

>     362 

$     319    $ 

26.7 

5.7 

$  4.65 

$  2.20 

581/4—  381/8 

249 

289 

25.5 

13.3 

1.93 

1.00 

53%—  41 

181 

277 

11.0 

3.7 

2.98 

1.20 

347/8-  277/8 

258 

1.239 

7.3 

2.9 

2.34 

2.00t 

463/4—  32 

276 

360 

18.6 

8.0 

2.31 

1.40 

751/2—  46% 

202 

380 

d3.4 

5.1 

dO.64 

0.25 

38    -  181/8 

442 

410 

26.5 

10.6 

2.53 

1.50 

471/2—    315/8 

1,736 

1.001 

73.1 

32.2 

2.21 

1.00 

33%—  23 

2,004 

1.389 

100.1 

21.5 

4.55 

1.75 

937/8—  701/8 

315 

419 

24.9 

4.5 

4.66 

2.40 

-91/4—  551/8 

1,494 

1,239 

74.6 

28.0 

2,74 

1.90 

46%-  331/4 

675 

1,062 

23.1 

7.3 

3.06 

.  1.32 

411/2—  22% 

665 

843 

13.5 

9.4 

1.30 

1.00 

44    —  215/8 

1,134 

810 

50.5 

20.1 

2.66 

0.783/4 

49    —  285/8 

1.087 

1,406 

67.9 

16.4 

3.96 

2.20 

64    —  46 

901 

935 

73.4 

44.3 

1,66 

1.25 

37    -  27 

2,095 

516 

93.1 

47.4 

1.99 

1.46 

411/2—  31% 

1.519 

NA 

20.6    . 

4.8 

4.34 

1.40 

1711/2—  90 

558 

958 

101.2 

47.4 

1.97 

1.15 

60    —  39% 

519 

99 

8.4 

5.4 

1.39 

1.10 

19%—  16% 

455 

471 

23.3 

17.0 

1.37 

0.90 

251/4—  14 

625 

520 

57.8 

14.9 

3.79 

1.90 

581/4—  421/8 

378 

778 

d75.8 

19.1 

d3.98 

none 

15%-      65/8 

1,247 

429 

48.3 

15.5 

3.12 

1.875 

431/4—  34% 

544 

593 

62.6 

10.9 

5.74 

3.00 

74%—  58 

406 

553 

9.3 

10.0 

0.90 

1.00 

301/2—  175/8 

269 

477 

12,3 

3,5 

3.13 

1.55 

381/2^  23% 

35,218 

12,724 

1,990 

540.8 

3,69 

2,20 

62%—  49% 

1.076 

1.461 

86.2 

28.3 

3.04 

1,80 

40    —  30% 

226 

180 

9.1 

9.5 

0.97 

none 

40%—  22% 

153 

223 

13.0 

2.7 

4.77 

2.35 

56    -  38% 

1,407 

1,145 

111.0 

21.9 

5.08 

2.371/2 

531/2-  391/8 

460 

688 

33.5 

11.1 

3.08 

1.20 

841/4—  541/2 

139 

559 

0.3 

2.8 

d0.05 

0.40 

15%—    107/8 

1.270 

1.132 

65.6 

14.8 

4.43 

3.00 

587/8—  461/2 

686 

2,157 

22.3 

7.5 

2.61 

1.60 

407/8—  31 

304 

375 

24.5 

10.5 

2.28 

1.40 

60%—  461/2 

361 

674 

29.0 

8.0 

3.62 

1.60 

76    —  491/4 

l',723 

209 

20.1 

7.5 

2.67 

1.40 

251/4—  211/8 

2,020 

697 

65.4 

24.6 

2.40 

1.60 

331/2—  261/4 

1,660 

1.483 

123.0 

11.6 

7.98 

2.95 

109%—  83V8 

1.209 

697 

31.7 

14.0 

2.25 

1.20 

65%-  221/2 

244 

447 

59.5 

28.7 

2.07 

1.40 

1761/2—  76 

392 

627 

32.8 

12.4 

2.65 

1.33y4 

581/2—  341/4 

21,106 

956 

210.8 

28.5 

4.42 

2.20 

60%—  50% 

6,371 

279 

48.4 

9.5 

5.06 

2.60 

68    —  561/4 

275 

956 

32.5 

9.0 

3.47 

1.571/2 

65    —  45 

833 

1.274 

43.7 

12.1 

3.33 

1.40 

571/2—  331/2 

1,389 

218 

48.2 

14.8 

2.87 

1.60 

44    —  271/4 

2,555 

2,596 

122.7 

46.0 

2.67 

1.50 

391/8-  29% 

1,445 

2.720 

76.4 

21,5 

3.81 

1.20 

1123/8—    613/4 

524 

581 

20.7 

9.2 

1.59 

0.25 

445/8-  231/4 

910 

1.597 

58.8 

27.6 

2.14 

1.20 

421/4—  30 

677 

935 

42.2 

18.8 

2.26 

1.10 

30%—  187/8 

322 

238 

6.7 

5.9 

1.13 

0.25 

841/4—  40 

238 

507 

44.2 

25.2 

1.75 

0.95 

83    —  525/8 

446 

376 

5.4 

18.4 

0.29 

none 

171/2—    7 

241 

352 

1.1 

4.3 

0.14 

0.80 

231/2—  13% 

992 

1,365 

58.2 

25.2 

2.30 

1.20 

433/8—  271/8 

509 

523 

34.2 

8.2 

4.20 

1.00 

1741/8—   807/8 

528 

796 

49.0 

33.6 

1.47 

1.00 

341/8—  251/8 

229 

285 

17.9 

1.9 

9.36 

4.00 

97    -  77 

200 

237 

12.8 

3.6 

3.53 

1.30 

701/4—  441/4 

380 

856 

29.8 

5.0 

5.99 

1.80t 

137    -  81 1/2 

301 

439 

21.9 

7.5 

2.85 

1.00 

691/2-  371/2 

ACF  Industries  (98) 
Abbott  Laboratories  (116) 
Abex (286) 
Acme  Markets  (360) 
Addressograph-Multg.  (188) 

Admiral  (376) 

Air  Reduction  (184) 

Alcan  Aluminium  (221) 

Alcoa  (241) 

Allegheny  Ludlum  Steel  (158) 

Allied  Chemical  (219) 
Allied  Stores  (254) 
Allis-Chalmers  (364) 
American  Airlines  (59) 
American  Can  (218) 

American  Cyanamid  (201) 
American  Electric  Pr.  (149) 
American  Express  (F  1) 
American  Home  Products  (13) 
American  Investment  (F  9) 

American  Machine  &  Fdy  (117) 
American  Metal  Climax  (87) 
American  Motors  (376) 
American  Natural  Gas  (225) 
American  Smelting  &  Ref.  (82) 

American  Standard  (366) 
American  Sugar  (248) 
American  Tel  &  Tel  (272) 
American  Tobacco  (141) 
Ampex  (195) 

Amsted  Industries  (198) 
Anaconda (275) 
Anheuser-Busch  (99) 
Arden-Mayfair  (376) 
Armco  Steel  (312) 

Armour  (331) 
Armstrong  Cork  (269) 
Associated  Dry  Goods  (139) 
Associates  Investment  (F  22) 
Atch.  Topeka  &  Santa  Fe  (361) 

Atlantic  Richfield  (246) 
Avco  (55) 
Avon  Products  (1) 
Babcock  &  Wilcox  (166) 
Bank  of  America  (F  6) 

Bankers  Trust  New  York  Corp.  (F  8) 
Beatrice  Foods  (71) 
Bendix  (294) 
Beneficial  Finance  (F  5) 
Bethlehem  Steel  (329) 

Boeing  (156) 
Boise  Cascade  (229) 
Borden  (151) 
Borg-Warner  (285) 
Braniff  Airways  (268) 

Bristol-Myers  (5) 
Brunswick  (363) 
Budd  (375) 

Burlington  Industs.  (236) 
Burroughs  (86) 

Campbell  Soup  (179) 
Cannon  Mills  (280) 
Carborundum  (257) 
Carnation  (73) 
Carrier  (172) 


112 

76 
112 

83 

47 

44 
160 
130 
130 

42 

160 
92 

44 

74 

124 

160 
136 

141 
63 

141 

53 
168 
174 
147 
168 

154 

87 
149 

63 

44 

112 
152 
116 

83 

42 

87 
154 

92 
141 
164 

150 
53 
63 
44 
56 

.   56 

87 

50 

141 

42 

50 
103 
87 
53 
74 

63 

53 

58 

145 

47 

87 
145 
108 

87 
154 
tPlus  stocl(.     d-Deficit.     NA-Not  Available.     F-Finance  industry  ranking. 
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c^-rr\r^i^    rv*TA 

r       ^^^ 

Latest  12-Months 

r 

Latest 

\^1\      L^Z-l    f  l-\  

N 

Total 

Net 

r           Shares 

12-month 

Indicated 

196; 

See 

Company  &  1967  Profitability  Ranking 

Assets 

Revenues 

/fiiillinnc^ 

Income 

Outstanding 
«      (millions) 

Earnings 

Ppr  Charp 

1967 

Pric 

Page: 

(IllllllUlld^ 

rcr  ondic 

uiviucnQ 

Range 

123 

Case (370) 

$   273 

$   345 

$     3.3 

'4.4 

$0.41 

none 

26  5/8- 

14% 

123 

Caterpillar  Tractor  (64) 

1,363 

1,520 

125.0 

56.8 

2.20 

$1.20 

50    - 

34^4 

160 

Celanese  (230) 

1,685 

1,061 

60.2 

13.3 

4.19 

2.00 

701/8- 

47  ¥2 

136 

Central  &  South  West  (176) 

902 

265 

49.4 

21.^ 

2.32 

1.60 

48    - 

36  V2 

174 

Cerro  (170) 

373 

370 

36.1 

6.6 

5.11 

1.20t 

48    - 

35% 

42 

CF  &  1  Steel  (348) 

234 

222 

9.0 

•  3.9 

1.88 

0.80 

24y2- 

llVe 

56 

Chase  Manhattan  Bank  (F  10) 

16,745 

648 

104.6 

'.21.0 

4.99 

2.20 

69%- 

59% 

56 

Chemical  Bank  NY  Trust  (F  15) 

7,652 

320 

59.4 

13.1 

4.52 

2.17y2 

515/8- 

43% 

164 

Chesapeake  &  Ohio  Ry.  (345) 

2,462 

825 

56.6 

8.7 

6.52 

4.00 

71V2- 

61 

164 

Chicago,  Mil.  St.  Paul  & 

Pac.  RR  (376) 

721 

257 

dO.5 

2.2 

dl.41 

1.00 

62    - 

34% 

53 

Chicago  &  N.  Western  Inds.  (365) 

768 

310 

13.7 

1.5 

6.22 

4.00 

175V2- 

86 

164 

Chicago,  Rock  Island  & 

Pac.  RR  (376) 

493 

224 

dl8.4 

2.9 

d6.34 

none 

233/8- 

i7y8 

174 

Chrysler  (267) 

3,337 

5,872 

159.2 

46.0 

3.47 

2.00 

57    - 

31  y4 

141 

CIT  Financial  (F  7) 

3,433 

378 

57.9 

19.1 

2.85 

1.60 

363/8- 

27% 

108 

Cincinnati  Milling  Machine  (63) 

175 

264 

16.1 

3.5 

4.47 

1.30 

67%- 

32% 

156 

Cities  Service  (208) 

1,697 

1,354 

125.7 

29.0 

4.24 

1.80 

553/4- 

44V4 

108 

Clark  Equipment  (93) 

329 

494 

24.9 

11.2 

2.22 

1.15 

361/4- 

21 

116 

Coca-Cola  (16) 

665 

1,025 

98.2 

28.5 

3.44 

2.10 

1393/4- 

871/4 

63 

Colgate-Palmolive  (167) 

488 

1,007 

33.2 

14.9 

2.20 

1.00 

443/4- 

26% 

50 

Collins  Radio  (110) 

261 

452 

11.5 

2.8 

4.17 

0.70 

114%- 

53 

162 

Columbia  Broadcasting  Sys.  (51) 

640 

313 

58.9 

22.7 

2.45 

1.40 

763^- 

47 

147 

Columbia  Gas  System  (239) 

1,609 

679 

68.7 

30.3 

2.27 

1.44 

283/4- 

24 

44 

Combustion  Engineering  (83) 

303 

654 

19.8 

3.7 

5.54 

2.10 

93    - 

47  Vs 

141 

Commercial  Credit  (F  23) 

2,994 

316 

27.3 

10.6 

2.42 

1.80 

35%- 

255/8 

136 

Commonwealth  Edison  (162) 

2,323 

698 

126.9 

41.9 

2.88 

2.10 

551/4- 

44V4 

162 

Comsat  (NR) 

226 

NA 

NA 

10.0 

NA 

none 

77%- 

41% 

145 

Cone  Mills  (346) 

202 

264 

7.2 

3.4 

2.08 

1.20 

28V8- 

20% 

136 

Consolidated  Edison  (302) 

3,528 

913 

117.2 

37.3 

2.44 

1.80 

361/4- 

31% 

44 

Cons.  Electronics  Industs.  (178) 

218 

312 

12.6 

4.4 

2.85 

1.00 

573/4- 

35  V2 

87 

Consolidated  Foods  (81) 

388 

1,057 

29.2 

10.9 

2.62 

1.40 

56%- 

45% 

164 

Consolidated  Freightways  (27) 

167 

309 

10.4 

5.3 

1.96 

0.80 

36    - 

16% 

147 

Consolidated  Natural  Gas  (292) 

1,013 

478 

46.0 

18.1 

2.54 

1.60 

31    - 

26% 

136 

Consumers  Power  (232) 

1,420 

466 

67.5 

22.6 

2.82 

1.85 

511/2- 

38y2 

124 

Container  Corp.  of  Amer.  (108) 

388 

463 

32.5 

11.2 

2.91 

1.30 

35%- 

26^ 

74 

Continental  Air  Lines  (12) 

181 

184 

18.4 

10.0 

1.83 

0.40 

37%- 

20% 

124 

Continental  Can  (135) 

957 

1,376 

76.8 

18.7 

4.09 

1.971/2 

61    - 

41 

56 

Continental  III.  Nat.  Bank  (F  17) 

5,529 

270 

48.6 

15.3 

3.18 

1.40 

401/4- 

303/4 

156 

Continental  Oil  (181) 

2,069 

2,209 

135.1 

25.2 

5.63 

2.65 

8IV2— 

63% 

149 

Continental  Telephone  (46) 

609 

166 

19.1 

16.0 

1.07 

0.56 

343/4- 

23% 

47 

Control  Data  (43) 

398 

292 

12.4 

7.7 

1.46 

none 

1655/8- 

33% 

87 

Corn  Products  (113) 

703 

1,056 

51.5 

22.2 

2.32 

1.70 

513/8- 

37Vi 

44 

Corning  Glass  (41) 

394 

438 

50.3 

6.9 

7.32 

3.25 

390    - 

307 

154 

Crane  (310) 

224 

400 

10.2 

2.5 

4.01 

1.60 

58    - 

33% 

56 

Crocker-Citizens  Nat'l.  Bank  (F  13) 

4,175 

229 

25.3 

10.3 

2.44 

1.368 

385/8- 

26% 

162 

Crowell  Collier  &  Macmillan  (190) 

169 

174 

11.4 

4.7 

2.40 

stock 

593/4- 

38% 

124 

Crown  Cork  &  Seal  (67) 

269 

305 

18.3 

4.1 

4.37 

none 

69%- 

44% 

103 

Crown  Zellerbach  (250) 

874 

784 

49.2 

15.3 

3.15 

2.20 

551/8- 

41 

42 

Crucible  Steel  (349) 

264 

298 

8.0 

4.3 

1.88 

1.20 

305/8- 

21% 

58 

Cummins  Engine  (315) 

232 

315 

7.7 

5.0 

1.54 

0.80 

45%- 

31% 

50 

Curtlss-Wright  (324) 

217 

156 

11.4 

6.5 

1.58 

1.00 

3iy4- 

17% 

58 

Dana  (72) 

351 

513 

32.1 

6.5 

4.92 

2.20 

513/4- 

35V8 

145 

Dan  River  Mills  (334) 

265 

256 

8.8 

5.6 

1.57 

1.20 

26    - 

20% 

123 

Deere  (263) 

1,173 

1,075E 

60.0E 

14.8 

4.06E 

1.95 

751/2— 

50  V4 

87 

Del  Monte  Corp.  (211) 

438 

518 

23.8 

11.4 

2.10 

1.05 

38%— 

25% 

74 

Delta  Airlines  (10) 

369 

389 

39.7 

19.2 

2.07 

0.37 

44  V8- 

29% 

136 

Detroit  Edison  (244) 

1,275 

407 

59.6 

28.8 

2.07 

1.40 

341/4— 

26% 

160 

Diamond  Alkali  (180) 

303 

307 

20.4 

6.1 

2.81 

1.25 

4IV2— 

30% 

124 

Diamond  International  (89) 

299 

394 

31.2 

10.0 

3.11 

1.75 

49%- 

36 

116 

Dist.  Corp.-Seagrams  (296) 

956 

1,165 

47.1 

17.5 

2.69 

1.00 

37    - 

30% 

160 

Dow  Chemical  (101) 

1,705 

1,363 

128.8 

30.0 

4.30 

2.15 

91%— 

6OV4 

156 

Dresser  Industries  (62) 

448 

542 

31.1 

3.4 

2.61 

1.25 

42     — 

28  V4 

136 

Duke  Power  Util.  (196) 

951 

278 

44.5 

23.0 

1.78 

1.20 

43V4— 

30 

160 

Du  Pont,  E.I.  de  Nemours  (114) 

2,951 

3,069 

310.5 

46.2 

6.52 

5.00 

I8IV2— 

145 

74 

Eastern  Air  Lines  (53) 

667 

624 

29.2 

11.2 

2.82 

0.40 

6O1/2— 

37% 

160 

Eastman  Kodak  (18) 

1,636 

1,836 

316.7 

80.8 

3.92 

2.15 

150%— 

124% 

58 

Eaton  Yale  &  Towne  (138) 

506 

770 

39.3 

14.8 

2.62 

1.25 

36V2— 

24% 

147 

El  Paso  Natural  Gas  (288) 

1,578 

593 

38.4 

25.0 

1.43 

1.00 

25V4— 

17% 

58 

Eltra  (134) 

251 

406 

21.3 

3.7 

2.84 

1.00 

38%- 

18% 

44 

Emerson  Electric  (35) 

223 

395 

30.2 

8.9 

3.37 

1.59 

93%- 

59% 

164 

Erie-Lackawanna  RR  (376) 

658 

226 

d5.2 

4.7 

dl.ll 

none 

105/8- 

7% 

tPlus 

stocl(.     E-Forbes  estimate.     NA-Not  Available,    d- 

-Deficit.     NR-Not  ranked. 

F-Finance  indu! 

.try  ranking. 
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Company  fc  1967  Profitability  Ranking 


Total 
Assets 


Latest  12-Months 
Net 
Revenues         Income 
-(millions) — -^-^— - 


152  Essex  Wire  (17) 

160  Ethyl  (54) 

108  Ex-Cell-0  (129) 

44  Fairchild  Camera  (290) 

92  Federated  Dept.  Stores  (90) 

58  Firestone  Tire  &  Rubber  (185) 

56  First  National  Bank  of  Chicago  (F  20) 

56  First  National  City  Bank  (F  12) 

83  First  National  Stores  (376) 

154  nintkote  (352) 

136  Florida  Power  &  Light  (216) 

53  FMC  Corp.  (144) 

83  Food  Fair  Stores  (291) 

174  Ford  Motor  (322) 

87  Foremost-McKesson  (124) 

174  Fruehauf (252) 

92  Gamble-Skogmo  (317) 

112  General  American  Trans.  (174) 

160  General  Aniline*  Film  (311) 

152  General  Cable  (8) 

50  General  Dynamics  (40) 

44  General  Electric  (115) 

87  General  Foods  (66) 

87  General  Mills  (91) 

174  General  Motors  (45) 

50  General  Precision  Equip.  (137) 

136  General  Public  Utilities  (237) 

149  General  Tel.  &  Electronics  (126) 

53  General  Tire  &  Rubber  (276) 

92  Genesco  (121) 

103  Georgia-Pacific  (147) 

156  Getty  Oil(231) 

63  Gillette  (2) 

92  Gimbel  Bros.  (133) 

58  Goodrich.  B.F.  (343) 

58  Goodyear  Tire  &  Rubber  (160) 

160  Grace,  W.R.  (279) 

83  Grand  Union  (243) 

42  Granite  City  Steel  (336) 

92  Grant,  W.T.  (92) 

83  Great  Atlantic  &  Pacific  Tea  (278) 

164  Great  Northern  Ry.  (368) 

164  Greyhound  (36) 

108  Grinnell  (208) 

162  Grolier(123) 

50  Grumman  Aircraft  Eng.  (47) 

156  Gulf  Oil  (142) 

53  Gulf  &  Western  Industs.  (20) 

156  Halliburton  (60) 

168  Hanna  Mining  (197) 

87  Heinz,  H.J.  (259) 

160  Hercules  (94) 

47  Honeywell  (146) 

'160  Hooker  Chemical  (125) 

44  Hoover (215) 

141  Household  Finance  (F  4) 

87  Hunt  Foods  &  Industries  (321) 

154  Ideal  Cement  (277) 

164  Illinois  Central  Industs.  (359) 

108  Ingersoll-Rand  (34) 

42  Inland  Steel  (308) 

92  Interco  (204) 

42  Interlake  Steel  (325) 

47  International  Bus.  Machines  (57) 

174  International  Harvester  (305) 

160  International  Min.  &  Chem.  (350) 

168  International  Nickel  (96) 

103  International  Paper  (281) 

53  InternationalTel.  &Tel.  (186) 

141  Investors  Diversif.  Services  (F  3) 

83  Jewel  Companies  (169) 

154  Jim  Walter  (273) 

tPlus  stock.    d-Oeficlt.     F-Finance  industry  ranking. 


$  224 
505 
205 
157 
775 

1,550 

4.733 

16,329 

132 

293 

965 
862 
270 
8,090 
498 

385 
458 
594 
452 
194 

734 

4,852 

929 

367 

12,916 

291 

1,467 

5,250 

684 

364 

1,053 

1,644 

243 

303 

807 

1,970 

1,462 

183 

306 

417 

863 
1,036 
444 
198 
207 

286 
5,892 
749 
371 
239 

501 
611 
815 
319 
210 

1,516 
464 
215 
807 
421 

1,050 
266 
267 

4,661 
1,794 

502 
1,077 
1,305 
2,360 

189 

285 
360 


$  353 

501 

254 

237 

1,464 

1,875 
228 
615 
630 
294 

284 

1,283 

1,327 

11,444 

1,439 

350 
787 
375 
504 
381 

2,106 

7,578 

1,700 

596 

19,924 

480 

304 

2,476 

1,002 

908 

682 

1,136 

427 

613 

1,002 

2,589 

1,558 

868 

143 

954 

5,526 
264 
563 
321 
168 

984 
4,896 
683 
719 
145 

716 
626 
1,008 
286 
263 

264 
506 
128 
299 
480 

983 

494 

255 

4,934 

2,552 

330 

684 

1,429 

2,031 

63 

1,186 
167 


$ 


28.5 
34.4 
17.6 
7.8 
76.2 

102.3 
43.1 

111.6 

d4.3 

8.6 

46.7 

59.7 

9.7 

321.3 

21.5 

18.2 
11.3 
27.2 
18.1 
35.4 

56.7 
316.4 
100.3 

29.2 
1,614.1 

20.3 
49.7 
200.4 
30.0 
27.1 

51.7 
126.2 
56.7 
22.2 
29.4 

124.2 

51.9 

10.3 

7.7 

30.0 

55.8 
21.9 
45.0 
17.3 
10.7 

22.0 
53.6 
49.8 
38.6 
19.3 

23.4 
48.5 
42.4 
25.5 
12.9 

59.8 
15.7 
12.8 
23.3 
51.1 

54.2 
16.4 
13.0 
594.1 
88.4 

10.0 
128.0 
92.7 
98.1 
20.7 

16.1 
7.2 


STOCK  DATA 

Latest 

N 

Shares 

12-month 

Indicated 

1967 

Outstanding 

Earnings 

1967 

Price 

(millions) 

Per  Share 

Dividend 

Rang( 

1 

8.0 

$3.54 

$0.80 

581/2- 

243/4 

9.7 

2.94 

0.60 

51    — 

313/8 

7.3 

2.40 

1.10 

391/4- 

221/4 

4.3 

1.82 

0.50 

1341/8— 

731/4 

20.8 

3.67 

1.70 

75%— 

54y8 

29.0 

3.53 

1.40 

57    — 

425/8 

8,8 

4.92 

2.00 

641/2- 

503/4 

26.7 

4.19 

1.85 

605/8— 

503/8 

1.6 

d2.66 

1.00 

29    — 

215/8 

5.6 

1.18 

1.00 

271/2- 

165/8 

13.9 

3.24 

1.67 

8O1/2- 

651/4 

30.5 

1.81 

0.75 

3978- 

293/4 

7.2 

1.34 

0.90 

173/4— 

141/4 

64.2 

2.93 

2.40 

551/2- 

391/2 

10.6 

1.65 

0.1 2 1/2 

323/8— 

19 

7.8 

2.31 

1.70 

423/8  — 

253/8 

3.1 

2.60 

1.30 

343/8- 

21% 

11.4 

2.40 

1.55 

42    — 

293/4 

13.3 

1.08 

0.40 

271/8- 

I81/2 

13.4 

2.48 

1.05 

553/4— 

321/2 

10.3 

5.48 

1.00 

79    — 

47% 

91.2 

3.51 

2.60 

1157/8- 

821/2 

25.0 

4.00 

2.35 

813/4— 

651/4 

15.3 

1.72 

0.76'  , 

38    - 

29 

285.4 

5.61 

3.80 

893/8- 

671/2 

3.9 

4.59 

1.50 

783/8— 

59 

24.8 

2.00 

1.511/2 

341/4— 

265/8 

100.8 

2.16 

1.31 

55    - 

401/2 

16.9 

1.72 

0.80 

381/4- 

241/8 

8.6 

2.89 

1.40 

451/2— 

241/2 

18.5 

2.70 

l.OOt 

66    - 

405/8 

20.2 

5.09 

0.10 

105%— 

493/4 

28.6 

1.98 

1.20 

62%- 

401/4 

8.5 

2.62 

0.971/2 

431/2- 

201/2 

9.2 

3.20 

2.40 

75    — 

561/8 

35.9 

3.47 

1.35 

52  5/8- 

393/4 

18.0 

2.76 

1.371/2 

541/4— 

371/4 

5.8 

1.67 

0.60t 

21    - 

16% 

4.4 

1.78 

1.40 

321/2- 

19 

12.5 

2.39 

1.10 

373/8— 

203/4 

24.8 

2.29 

1.60 

345/8- 

263/8 

6.2 

3.57 

3.00 

70    - 

511/2 

11.3 

4.05 

0.26i/2t 

643/8- 

305/8 

1.5 

11.58 

2.50t 

200    - 

135 

2.3 

4.22 

1.60 

79    - 

501/4 

7.1 

3.13 

0.80 

47%- 

29  Vs 

103.6 

5.32 

2.50 

771/4- 

573/4 

11.3 

4.05 

0.26i/2t 

643/8- 

305/8 

8.5 

4.58 

1.90 

653/8- 

4^01/4 

4.3 

4.49 

1.55 

813/4- 

-  52 

5.7 

3.83 

1.25 

501/2- 

30 

19.5 

2.46 

1.20 

541/4- 

411/2 

14.6 

2.86 

1.10 

117%- 

631/2 

9.4 

2.67 

1.40 

491/2- 

-  341/8 

6.6 

1.96 

0.80 

241/4- 

173/8 

20.5 

2.55 

1.00 

341/4- 

251/8 

6.6 

2.16 

0.50t 

541/2- 

20 

10.7 

1.19 

1.00 

21%- 

-  141/2 

6.0 

3.66 

1.50 

76    - 

-  343/4 

13.4 

3.79 

2.00 

531/2- 

-  371/2 

18.3 

2.98 

2.00 

39%- 

-   305/8 

3.6 

4.39 

1.60 

721/2- 

-  341/4 

4.5 

2.91 

1.85 

343/8- 

-   265/8 

56.0 

10.60 

4.40t 

648    - 

-3621/2 

28.1 

3.14 

1.80 

41    - 

-  32% 

9.6 

0.89 

1.00 

471/2- 

-  241/2 

29.7 

4.30 

3.00 

118%- 

-   833/8 

43.6 

2.12 

1.35 

323/8- 

-  243/4 

21.5 

4.41 

1.50 

124    - 

-  721/2 

4.0 

3.17 

1.80 

413/4- 

-  30 

6.6 

2.41 

1.25 

35    - 

-  265/8 

2.6 

2.49 

1.00 

503/4- 

-  18V8 
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See 

Latest 
Shares      12-month 
'■      Outstanding  Earnings 
(millions)   Per  Share 

Indicated 

1967 
Dividend 

196- 
Pric 
Rang 

; 

e 

473/4' 
55        - 
461/2 

Page: 

—  \ «"■»/ 

154 
76 
42 

Johns-Manville  (300) 
Johnson  &  Johnson  (102) 
Jones  &  Laughlin  Steel  (333) 

$   422 

329 

1,110 

$   499 
517      . 
921 

$  28.3 
39.2 
44.3 

,8.3 

18.0 

7.9 

$3.39 
2.18 
5.41 

$2.20 
0.62 
2.70 

66%- 
943/4- 

693/8- 

130 

154 

53 

42 

152 

Kaiser  Alum.  &  Chemical  (143) 
Kaiser  Cement  (327) 
Kaiser  Industries  (182) 
Kaiser  Steel  (136) 
Kennecott  Copper  (171) 

1,134 
146 
540 
531 

1,075 

776 

92 

743 

403 

658 

54.7 

6.0 

31.4 

26.2 

113.5 

16.9 

5.7 

23.0 

.      3.4 

•33.2 

3.03 
0.65 
1.30 
6.71 
3.42 

1.00 
0.80 
none 
1.00 
2.00 

59V2- 
191/2- 
201/2- 
743/4- 
531/4- 

39V2 
12y2 
9 
27 
355/8 

103 

160 

92 

83 

154 

Kimberly-Clark  (264) 

Koppers  (318) 

Kresge  (155) 

Kroger (247) 

Lehigh  Portland  Cement  (372) 

645 
307 

443 
521 
178 

709 

438 

1,281 

2,753 

99 

42.3 
12.0 
32.2 
23.6 
2.5 

10.2 

4.7 

11.3 

12.4 

4.2 

4.16 
2.43 
2.86 
1.82 
0.58 

2.15 

1.40 

0.871/2 

1.30 

0.60 

72    - 

451/4- 
88    - 
251/4- 
143/8- 

473/4 
261/2 

365/8 

201/2 
9V8 

58 
63 
76 
53 
53 

Libbey-Owens-Ford  Glass  (187) 
Liggett  &  Myers  Tobacco  (314) 
Lilly,  Eli  (26) 
Ling-Temco-Vought  (4) 
Litton  Industries  (31) 

291 
474 

320 
604 
945 

253 
595 

400 
1,464 
1,655 

29.7 
22.2 
53.6 
28.6 
73.3 

10.6 
3.9 

16.3 
3.5 

22.4 

2.81 
5.49 
3.31 
7.42 
2.65 

2.80 
5.00 
1.60 
1.17 
stock 

561/4- 

761/2- 

1 18 1/2- 

1691/2- 

1203/8— 

403/4 
653/8 

85 

491/8 
79%       ■ 

50 
154 
147 

63 
164 

Lockheed  Aircraft  (58) 
Lone  Star  Cement  (319) 
Lone  Star  Gas  (227) 
Lorillard,  P.  (88) 
Louisville  &  Nashville  RR  (356) 

727 
284 
484 
343 
965 

2,036 
185 
201 
564 
290 

56.1 
12.5 
21.3 
30.9 
22.4 

11.2 
8.2 

14.7 
6.5 
2.5 

5.02 
1.37 
1.45 
4.69 
9.04 

2.20 
1.00 
1.12 
2.50 

5.00 

73%- 
20%- 
29I/2- 
70    - 
IOOV4- 

483/8 

141/2 
19V8 
41 

763/4 

145 
92 
44 
56 

156 

Lowenstein,  M.,  &  Sons  (351) 

Macy,  R.H.  (128) 

Magnavox  (14) 

Manufacturers  Hanover  Trust  (F  16) 

Marathon  Oil  (154) 

204 
445 

192 

8,240 

872 

285 
766 

450 
366 
675 

5.6 
20.4 
29.7 
60.8 
72.0 

3.2 

4.4 

15.4 

14.0 

14.6 

1.75 
4.33 
1.92 
4.34 
4.92 

0.80 
1.60 
0.80 
1.89 
2.50 

20%- 

383/8- 

50    - 
493/4- 
80    - 

15          \ 
201/2 

341/4 
431/2 
571/2 

154 
53 

123 
92 

162 

Marquette  Cement  (371) 
Martin  Marietta  (256) 
Massey-Ferguson  (332) 
May  Department  Stores  (283) 
MCA  (164) 

153 
487 
846 
759 
253 

74 
699 
910 
998 
NA 

2.3 
29.2 
28.0 
33.2 
14.8 

3.4 
19.0 
18.1 
14.9 

4.7 

0.64 
1.51 
1.55 
2.16 
3.01 

0.60 
1.00 
1.00 
1.60 
0.60 

163/4- 

261/8— 
255/8- 
43%- 
70    - 

11          ' 

191/8 

17 

30 

343/4 

162 
50 
44 

162 
42 

McCallCorp.  (152) 
McDonnell  Douglas  (376) 
McGraw-Ediscn  (104) 
McGraw-Hill  (25) 
McLouth  Steel  (341) 

149 
1,239 
289 
226 
239 

202 
2,528 
510 
321 
203 

6.7 

dl2.3 

33.5 

27.9 

9.6 

2.9 
26.9 
13.4 
19.9 

3.6 

2.33 
dO.45 
2.54 
2.37 
2.68 

0.40t 

0.38 

1.25 

0.65 

1.60 

35    - 
59    - 
45%— 
56V2— 
381/4— 

26 

251/2 

293/8 

36 

243/4 

103 

56 

76 

162 

162 

Mead  (299) 

Mellon  Natl.  Bank  &  Trust  (F  19) 

Merck  (9) 

Metromedia  (80) 

Metro-Goldwyn-Mayer  (79) 

457 
3,709 
373 
157 
303 

645 
158 
443 
137 
226 

23.3 
38.4 
80.8 
6.9 
14.0 

6.0 
6.7 
32.4 
2.2 
5.3 

3.51 
5.77 
2.48 
3.14 
2.52 

1.90 
2.80 
1.60 
0.80 
1.01 

49%— 
77    - 
94    — 

66 1/4— 
643/4— 

361/2 
651/4 
73% 

403/8 
323/4 

136 
108 
160 
164 
156 

Middle  South  Utilities  (253) 
Midland-Ross  (213) 
Minnesota  Mining  &  Mfg.  (28) 
Missouri  Pacific  RR  (354) 
Mobil  Oil  (251) 

1,340 

198 

953 

1,275 

5,512 

327 
328 

1,222 
428 

6,176 

43.5 
16.3 

144.2 
21.5 

371.4 

35.3 
5.5 

53.7 

1.9 

101.4 

1.23 
2.98 
2.69 
11.59 
3.66 

0.76 
1.05 
1.30 
5.00 
1.85 

295/8— 
42    — 
96    — 
851/2- 
491/2— 

20y8 
24% 
77 

74V2 
39^4 

160 
92 
47 
56 
44 

Monsanto  (282) 

Montgomery  Ward  (373) 

Moore  Corp.  (52) 

Morgan  Guaranty  Tr.  of  NY  (F  18) 

Motorola  (242) 

1,881 
1,709 

196 
8.512 

393 

1,621 

1,882 

301 

333 

636 

92.7 
13.1 
28.8 
69.8 
20.2 

32.3 

12.6 

28.3 

9.1 

6.1 

2.88 
0.97 
1.02 
7.65 
3.29 

1.60t 
1.00 
0.41  ¥4 
4.00 
1.00 

551/2- 
31%— 
33%- 
991/2- 
1461/2— 

39% 
203^ 
21 V2 
87  Vs 
90 

74 
87 
47 
87 
53 

National  Airlines  (15) 
National  Biscuit  (44) 
National  Cash  Register  (261) 
National  Dairy  Products  (153) 
National  Distillers  &  Chem.  (209) 

218 

374 
566 
885 
743 

207 

754 

926 

2,358 

893 

22.5 

41.5 
28.8 
74.0 
42.2 

8.4 
13.6 

8.9 
28.8 
12.7 

2.67 
3.05 
3.26 
2.57 
3.21 

0.30 

1.97V2 

1.20 

1.45 

1.80 

433/4— 
511/2— 

1365/8- 

40 1/8— 
49V8- 

31 

42  Vs 
67  Vs 
32% 
37% 

154 

160 

42 

87 

136 

National  Gypsum  (344) 

National  Lead  (97) 

National  Steel  (284) 

National  Tea  (328) 

New  England  Elec.  System  (262) 

327 

549 

1,129 

204 

853 

251 

756 

1,003 

1,136 

261 

15.0 
54.9 
67.1 
8.2 
27.8 

7.0 
12.1 
15.8 

7.8 
14.7 

2.09 
4.61 
4.24 
1.03 
1.89 

2.00 
3.25 
2.50 
0.80 
1.36 

471/2- 
70V8— 
54%— 
151/8- 

283/8— 

29V4 
55^2 
40% 
13 
23  y2 

164 

50 

136 

164 

50 

New  York  Central  RR  (373) 
Newport  News  Shipbuilding  (338) 
Niagara  Mohawk  Power  (217) 
Norfolk  &  Western  RR  (306) 
North  American  Rockwell  (210) 

2,471 
130 
1,330 
1,848 
1,144 

643 
275 
411 
602 
2,439 

10.9 
5.3 
54.0 
80.8 
68.3 

6.9 
1.7 

28.8 
9.2 

23.7 

1.60 
3.20 
1.66 
8.88 
2.76 

3.12 
2.30 
1.10 
6.00 
0.50 

86^2- 
55%— 
22%- 
1121/4— 
401/4— 

63  y4 
33  y4 

19% 

90 

30y4 

74 
147 
164 

Northeast  Airlines  (376) 
Northern  Natural  Gas  (226) 
Northern  Pacific  Railway  (369) 

46 

931 

1,074 

73 
348 
199 

d4.2 
37.6 
19.6 

6.4 
9.2 
6.0 

d0.07 
3.82 
3.23 

none 
2.45 
2.60 

341/4— 
54    - 
671/2- 

18 

45y8 

463/8 

fPlus 

stocl(.     d-Deficit.     F-Finance  industry  ranliing. 
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Companjr  &  1967  Profitability  Ranking 


Total 
Assets 


Latest  12-Month$ 
Net 
Revenues        Income 
-(millions) 


STOCK  DATA 

Latest 

\ 

Shares 

12-manth 

Indicated 

1967 

Outstanding 

Earnings 

1967 

Price 

(millions) 

Per  Share 

Dividend 

Range 

16.2 

$2.08 

$1.54 

343/4- 

281/2 

4.5 

2.91 

1.00 

46V4— 

261/2 

9.1 

6.73 

0.70 

1351/8- 

835/8 

5.7 

2.57 

1.50 

541/2— 

361/2 

25.6 

1.86 

1.30 

293/8- 

241/8 

15.4 

5.28 

1.80 

813/4  — 

56% 

8.3 

2.76 

2.00 

50    - 

373/8 

6.8 

2.19 

1.40 

81 1/2— 

581/4 

14.9 

2.67 

1.35 

66    — 

49 

4.8 

3.47 

1.00 

681/2- 

36 

58.7 

2.45 

1.38 

33    - 

315/8 

16.2 

2.19 

1.50 

295/8- 

253/8 

32.6 

1.98 

0.35 

363/4- 

23 

14.2 

2.74 

1.60 

39%- 

31 

14.9 

1.57 

1.40 

33%— 

25% 

24.9 

3.22 

1.80 

703/4  — 

531/4 

13.9 

4.48 

2.40 

703/4- 

521/4 

15.9 

2.95 

1.87 

38%- 

32% 

20.9 

1.86 

0.951/2 

461/4- 

343/4 

20.2 

2.85 

1.45 

93    — 

68% 

10.1 

7.02 

3.40 

80    - 

621/2 

27.6 

2.12 

1.60 

34%- 

281/2 

10.9 

3.66 

1.40 

571/2- 

311/2 

34.7 

4.58 

2.35 

665/8  — 

49 

10.2 

4.11 

2.60 

68%- 

535/8 

15.8 

3.43 

0.46 

2541/4- 

1543/4 

1.3 

2.40 

1.60 

41    — 

301/2 

42.5 

4.20 

2.20 

99%- 

69 

31.0 

2.43 

1.551/2 

37%- 

30 

4.6 

4.87 

2.80 

55%- 

43 

62.4 

2.16 

0.80t 

651/2- 

425/8 

30.2 

0.99 

0.60 

31     - 

23 

6.3 

3.42 

0.80 

117    — 

49 

15.8 

4.68 

2.50 

505/8- 

40% 

5.5 

3.81 

1.45 

351/4- 

24% 

7.1 

3.04 

1.30 

82%- 

451/2 

13.2 

1.60 

0.30t 

413/8- 

231/2 

16.7 

2.88 

0.90 

591/4- 

44 

40.0 

3.70 

2.05 

453/4— 

341/2 

5.7 

3.66 

1.30 

1031/4- 

66 

5.4 

5.52 

1.60t 

120    - 

903/4 

25.4 

1.90 

1.10 

281/8- 

213/8 

4.5 

4.19 

2.80 

46 1/8- 

38 

13.2 

2.33 

1.40t 

361/4- 

26% 

5.0 

4.08 

1.50 

693/8- 

303/4 

9.6 

1.84 

0.95 

401/4- 

19 

8.0 

3.92 

1.20 

751/4- 

403/8 

7.1 

2.97 

0.45t 

821/4- 

431/2 

33.9 

1.45 

1.00 

323/8- 

25% 

3.2 

3.36 

1.40 

451/2- 

32% 

8.7 

3.90 

2.00 

693/4- 

401/2 

5.3 

2.20 

1.20 

281/4- 

191/2 

152.9 

2.10 

1.20 

6O1/4- 

44% 

13.1 

3.07 

1.20 

505/8- 

32 

61.0 

4.56 

2.10 

77    - 

593/4 

5.3 

3.35 

1.15 

561/2- 

433/4 

11.6 

3.31 

1.10 

433/8- 

26% 

12.4 

6.58 

2.50 

803/4- 

-  61 1/4 

10.5 

4.58 

2.20 

8O1/4- 

45 

14.5 

2.86 

2.00 

65    - 

-  47% 

38.0 

2.36 

1.321/2 

413/4- 

313/4 

49.1 

1.52 

1.031/2 

32    - 

235/8 

10.0 

2.87 

1.30 

49    - 

301/2 

27.1 

3.07 

1.521/2 

351/2- 

■   263/4 

6.7 

4.83 

2.80 

573/4- 

-  42% 

5.1 

0.87 

0.40 

261/4- 

-  16% 

31.2 

1.73 

0.10 

651/8- 

28% 

8.6 

1.25 

1.00 

26    - 

-  17 

13.1 

2.13 

1.371/2 

411/4- 

-   325/8 

80.8 

5.35 

2.50t 

643/8- 

-  541/4 

136         Northern  States  Power  (163) 
50         Northrop  (118) 

74  Northwest  Airlines  (19) 

108  Norton  (316) 

136  Ohio  Edison  (127) 

53  Olin  Mathieson  Chemical  (168) 

154  Otis  Elevator  (224) 

Owens-Corning  Fiberglas  (301) 
Owens-Illinois  (271) 
Pabst  Brewing  (107) 
Pacific  Gas  &  Electric  (206) 
Pacific  Lighting  (274) 

Pan  Amer.  World  Airways  (68) 
Panhandle  Eastern  Pipe  Line  (50) 
Parke.  Davis  (183) 
Penney,  J.C.  (65) 
Pennsylvania  RR  (367) 

147  Peoples  Gas  Light  &  Coke  (177) 

116  PepsiCo  (39) 

76  Pfizer,  Chas.  (61) 

152  Phelps  Dodge  (119) 

136  Philadelphia  Electric  (189) 

63  Philip  Morris  (56) 

156  Phillips  Petroleum  (228) 

154  Pittsburgh  Plate  Glass  (320) 

44  Polaroid  (7) 

108  Porter,  H.K.  (353) 

63  Procter  &  Gamble  (42) 

136  Public  Serv.  Elec.  &  Gas  (165) 

112  Pullman  (234) 

44  Radio  Corp.  of  America  (30) 

87  Ralston  Purina  (205) 

50  Raytheon  (134) 

42  Republic  Steel  (304) 

152  Revere  Copper  &  Brass  (85) 

63  Revlon  (32) 

160  Rexall  Drug  &  Chemical  (145) 

130  Reynolds  Metals  (287) 

63  Reynolds,  R.J.  Tobacco  (37) 

76  Richardson-Merrell  (49) 

160  Rohm  &  Haas  (223) 

83  Safeway  Stores  (157) 

168  St.  Joseph  Lead  (103) 

103  St.  Regis  Paper  (330) 

116  Schenley  Industries  (307) 

116  Schlitz,  Jos.  Brewing  (249) 

156  Schlumberger  (193) 

47  SCM  Corp.  (222) 

103  Scott  Paper  (220) 

152  Scovill  Manufacturing  (191) 

164  Seaboard  Coast  Line  RR  (357) 

141  Seaboard  Finance  (F  2) 

92  Sears,  Roebuck  (130) 

56  Security  First  Natl.  (F  14) 

156  Shell  Oil  (109) 

154  Sherwin-Williams  (270) 

53  Signal  Oil  &  Gas  (289) 

56  Sinclair  Oil  (293) 

44  Singer  (214) 

76  Smith  Kline  &  French  Labs  (6) 

136  Southern  Calif.  Edison  (233) 

136  Southern  Co.  (258) 

147  Southern  Natural  Gas  (70) 

164  Southern  Pacific  (355) 

164  Southern  Ry.  (340) 

92  Spartans  Industries  (295) 

47  Sperry  Rand  (200) 

145         Springs  Mills  (362) 
87  Standard  Brands  (120) 

156         Standard  Oil  of  Calif.  (161) 
fPtus  stock.     F-Finance  industry  ranking. 


$ 


894 
301 

471 
276 
793 
1,163 
333 

305 
957 
160 
3,573 
913 

1,039 
793 
300 
817 

4,272 

1,047 
366 
619 
582 

1,387 

513 
2,673 
950 
230 
159 

1,483 
1,926 

430 
1,854 

549 

382 

1,411 
246 
184 
404 

1,341 

1,205 

255 

322 

641 

164 
726 
571 
222 
372 

146 
548 
228 
1.230 
519 

5,285 
5.387 
3,035 
294 
1,007 

1,791 

983 

186 

2.245 

2,232 

398 
2,776 
1,345 

386 
1,033 

286 

328 
4,794 


$  267 
489 

379 
312 
229 
1,153 
489 

354 
919 
302 
942 
542 

924 
300 
240 
2,701 
881 

374 
647 
631 
536 
371 

871 
1,940 
934 
367 
282 

2,455 

585 

776 

2,709 

1,275 

872 
1,256 
333 
278 
506 

815 

1,862 

245 

372 

3,328 

131 
713 
518 
285 
362 

644 
613 
332 
413 
123 

7,162 
294 

2,855 
402 

1,438 

1,452 

1,086 

257 

542 

513 

224 

906 

313 

1,152 

1,524 

241 

700 

3,572 


$  38.0 
13.2 

61.6 
14.5 
50.4 
76.5 
22.7 

14.9 
41.8 
16.5 
162.0 
39.1 

64.9 
39.9 
23.3 
80.5 
62.4 

46.8 
39.1 
57.5 
71.0 
62.4 

40.9 

157.5 

41.7 

54.4 

4.0 

178.9 
83.0 
22.2 

132.7 
29.9 

22.1 
74.0 
20.9 
21.3 
26.4 

51.8 
145.4 
21.0 
30.0 
48.4 

18.6 
30.8 
21.1 
17.7 
29.7 

22.2 
49.1 
12.6 
34.9 
12.8 

340.7 
40.3 

278.2 
18.1 
45.8 

92.1 
48.3 
41.6 
97.2 
74.7 

28.6 
83.4 
35.8 
7.3 
54.6 

10.8 

28.5 

431.9 
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r 

Latest 

N 

Total 

Net 

.f           Shares 
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1967 

See 
Page: 

Company  &  1967  Profitability  Ranking 

Assets 

Revenues 
— (millions) 

Income 

Outstanding 
(millions) 

Earnings 
Per  Share 

1967 
Dividend 

Price 
Range 

156 

Standard  Oil  (Ind.)  (265) 

$  3,849 

$  3,492 

$    277.3 

70.6 

$3.91 

$1.90 

65     - 

■   ■     ~   ^ 

-  47 

156 

Standard  Oil  (N.J.)  (159) 

13,853 

14,380 

1,135.9 

215.4 

5.27 

3.45 

705/8- 

■  59% 

156 

Standard  Oil  (Ohio)  (84) 

633 

621 

64.7 

10.9 

5.29 

2.31 

78%- 

■6iy4 

160 

Stauffer  Chemical  (148) 

367 

387 

29.6 

•9.8 

3.12 

1.75 

51     - 

-  38 

76 

Sterling  Drug  (22) 

280 

441 

43.2 

23.9 

1.73 

0.92^2 

53%- 

-  38V2 

145 

Stevens,  J. P.  (323) 

532 

794 

21.9 

■   5.3 

4.14 

2.25 

57%- 

-  39y4 

162 

Storer  Broadcasting  (105) 

165 

56 

7.3 

'-     3.9 

1.75 

1.00 

59    - 

-  35% 

156 

Sun  Oil  (207) 

1,412 

1,160 

105.4 

23.8 

4.42 

l.OOt 

78%- 

-  491/4 

44 

Sunbeam  (303) 

323 

350 

12.3 

7.4 

1.65 

1.16 

60%- 

43 

156 

Sunray  DX  Oil  (245) 

686 

578 

50.1 

18.4 

2.75 

1.421/2 

39»/a- 

26% 

87 

Swift  (339) 

758 

2,840 

26.7 

12.2 

2.20 

1.10 

36%- 

■  221/4 

53 

Teledyne  (21) 

296 

451 

21.8 

6.9 

2.66 

stock 

143    - 

-  40% 

53 

Tenneco  (202) 

2,909 

1,612 

127.5 

50.0 

1.88 

1.22 

32  V4- 

-  20% 

156 

Texaco  (76) 

6,454 

5,128 

730.9 

135.4 

5.39 

2.70 

84    - 

68 

147 

Texas  Eastern  Trans.  (140) 

1,463 

492 

42.5 

19.7 

1.84 

1.12V2 

24y2- 

-  I81/4 

147 

Texas  Gas  Transmission  (238) 

355 

185 

14.7 

5.6 

2.52 

1.40 

36%- 

26% 

168 

Texas  Gulf  Sulphur  (11) 

363 

214 

51.8 

10.0 

5.13 

0.40 

160    - 

963/4 

44 

Texas  Instruments  (173) 

382 

572 

26.6 

10.9 

2.46 

0.75 

1443/4- 

-  99% 

136 

Texas  Utilities  (111) 

1,185 

332 

66.2 

25.4 

2.61 

1.50 

6oy4- 

-  47^2 

53 

Textron  (33) 

546 

1,236 

48.2 

25.4 

1.94 

0.62^2 

55    - 

25% 

162 

Time  Inc.  (75) 

406 

510 

30.0 

7.0 

4.32 

2.30 

115    - 

88% 

162 

Times-Mirror  (131) 

219 

257 

16.7 

11.7 

1.52 

0.50 

52 1/2- 

-  35% 

58 

Timken  Roller  Bearing  (106) 

315 

383 

43.0 

10.7 

3.80 

1.80 

473/8- 

■  33% 

74 

Trans  World  Airlines  (69) 

1,106 

853 

48.6 

9.8 

4.81 

1.00 

903/4- 

50 

141 

Transamerica  (F  11) 

2,525 

1,006 

65.5 

23.6 

2.68 

1.00 

51%- 

-  281/2 

147 

Transcontinental  Gas  Pipe 

Line  (78) 

947 

282 

36.6 

18.5 

1.74 

1.00 

233/4- 

■  I8V4 

53 

TRW  (23) 

567 

979 

39.8 

9.8 

3.96 

1.60 

1043/4- 

44 

162 

Twentieth  Century-Fox  (95) 

240 

214 

15.0 

6.1 

2.45 

0.75 

321/2- 

16% 

124 

Union  Camp  (212) 

397 

322 

25.8 

7.8 

3.32 

1.72 

47    - 

-  34 

160 

Union  Carbide  (192) 

2,418 

2,154 

172.8 

60.4 

2.85 

2.00 

59    - 

45% 

136 

Union  Electric  (159) 

970 

237 

41.2 

24.0 

1.59 

1.20 

273/4- 

21% 

156 

Union  Oil  of  California  (199) 

1,899 

1,666 

139.2 

27.6 

4.12 

1.30 

64    - 

47V2 

164 

Union  Pacific  RR  (337) 

1,971 

576 

99.7 

22.4 

4.31 

2.00 

443/4- 

36 

112 

Union  Tank  Car  (112) 

322 

145 

16.9 

3.5 

4.78 

2.40 

78    - 

55  V2 

58 

Uniroyal,  Inc.  (335) 

1,011 

1,264 

28.3 

12.4 

1.87 

1.20 

49%- 

36V2 

74 

United  Air  Lines  (48) 

1,259 

1,093 

79.3 

17.0 

4.72 

1.00 

87%- 

551/4 

50 

United  Aircraft  (194) 

1,098 

2,073 

51.0 

11.9 

4.20 

1.60 

IIIV2- 

72  ¥4 

87 

United  Fruit  (235) 

371 

482 

32.5 

7.7 

4.08 

1.10 

60    - 

26% 

147 

United  Gas  (260) 

907 

475 

35.7 

12.9 

2.77 

1.70 

86%- 

47% 

92 

United  Merchants  &  Mfrs.  (309) 

583 

607 

15.1 

5.9 

2.47 

1.20 

29%- 

22 

108 

United  Shoe  Machinery  (326) 

282 

283 

13.5 

2.3 

5.87 

2.87V2 

81^4- 

52^4 

149 

United  Utilities  (150) 

691 

161 

27.8 

25.2 

1.11 

0.80 

32%— 

25% 

76 

Upjohn  (122) 

270 

268 

26.5 

14.2 

2.13 

1.60 

691/2- 

47% 

154 

U.S.  Gypsum  (313) 

497 

291 

26.6 

8.1 

3.29 

3.20 

82    - 

56% 

164 

U.S.  Lines  (374) 

236 

175E 

0.8E 

2.1 

0.36 

2.00t 

4OV2- 

30% 

103 

U.S.  Plywood-Champ.  Papers  297) 

788 

1,027 

33.5 

10.5 

2.66 

1.12V2 

61  ¥2- 

40% 

42 

U.S.  Steel  (347) 

5,580 

4,018 

180.8 

54.1 

3.34 

2.40 

50^4- 

38 

136 

Virginia  Electric  &  Power  (175) 

1,134 

264 

53.7 

23.3 

2.12 

1.34 

49%- 

38 

116 

Hiram  Walker-Gooderham 

&  Worts  (132) 

391 

590 

40.8 

17.2 

2.37 

1.30 

34%- 

26% 

63 

Warner-Lambert  Pharm.  (29) 

432 

639 

52.6 

28.7 

1.80 

1.00 

55^4- 

37% 

141 

Wells  Fargo  Bank  (F21) 

4,569 

232 

27.3 

8.9 

3.06 

1.30 

46  y4— 

3iy4 

145 

West  Point-Pepperell  (203) 

223 

335 

19.7 

4.8 

4.15 

2.25 

64    - 

37% 

103 

West  Virginia  Pulp  &  Paper  (266) 

405 

366 

21.4 

5.1 

4.12 

1.75 

453/4— 

36% 

74 

Western  Air  Lines  (74) 

223 

187 

13.7 

4.9 

2.80 

1.00 

59    - 

31% 

149 

Western  Union  Telegraph  (358) 

675 

334 

18.4 

7.5 

1.82 

1.40 

46%- 

30 

112 

Westinghouse  Air  Brake  (298) 

305 

307 

13.6 

4.5 

3.02 

1.80 

45%— 

30% 

44 

Westinghouse  Electric  (240) 

1,932 

2,760 

111.4 

37.5 

2.94 

1.60 

79%- 

46% 

103 

Weyerhaeuser  (255) 

997 

878 

65.5 

30.2 

2.16 

1.40 

473/4- 

33% 

42 

Wheeling  Steel  (376) 

430 

284 

dl2.6 

2.2 

d6.63 

none 

22  ¥4- 

15% 

44 

Whirlpool  (77) 

344 

751 

29.7 

11.6 

2.56 

1.60 

57    - 

31% 

174 

White  Motor  (100) 

392 

757 

28.7 

6.5 

4.39 

1.82 

60y2- 

36% 

83 

Winn-Dixie  Stores  (38) 

156 

1,024 

22.7 

12.6 

1.81 

1.47 

35    - 

26% 

92 

Woolworth,  F.W.  (238) 

976 

1,648 

68.7 

28.9 

2.38 

1.00 

32%- 

19% 

47 

Xerox  (3) 

661 

642 

89.9 

21.9 

4.14 

1.10 

3141/4- 

197% 

42 

Youngstown  Sheet  &  Tube  (342) 

953 

714 

34.4 

10.7 

3.22 

1.80 

36%- 

26% 

44 

Zenith  Radio  (24) 

258 

622 

39.2 

18.8 

2.07 

1.35 

72^4- 

47% 

fPlus 

stock.    E-Forbes  estimate.    d-Deficit.     F-Finance 

industry  ranking. 
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READY  NOW  -  YOUR  BONUS 
COPY  OF  'POLLUTION  CONTROL: 
PROFITS  IN  PURIFICATION" 

53-Page  Investment  Analysis  Focuses  on  10  Stocks  with  Growth  Potential  Now . . . 


The  Strangulation  of  Donora 

"On  an  October  day.  several  years  ago,  a 

heavy  fog  blanketed  the  valley  town  of 

Donora.  Pennsylvania.  Smokestacks  from 

surrounding  Industrial  plants  poured  more 

gases  into  the  already  poisonous  air.  Soon 

the  air  could  hold  no  more  and  there  was  a 

shower  of  dirt  that  laid  a  black  coating  on 

homes  and  streets.  For  the  next  four  days  In 

Donora.  there  was  little  difference  between 

day  and  night.  In  the  end,  when  rains  came, 

5,910  of  the  14.000  residents  had  become  ill 

and  17  had  died. 

The  combination  of  fog,  Industrial  wastes, 

furnace  and  Incinerator  smoke,  and  the 

by-products  of  truck  and  car  engine 

combustion  had  strangled  the  town  of 

Donora." 

Excerpt  from  POLLUTION-CONTROL: 
PROFITS  IN  PURIFICATION. 


Slung  by  an  agitated  public  and  mounting  gov- 
ernment pressure,  industries  and  municipalities 
across  the  Nation,  in  an  increasing  effort  to 
abate  the  source  of  pollution  which  threatens 
to  choke  us  all  into  extinction,  have  created  a 
J275  billion  pollution  control  market  which  Is 
ready-made,  diversified  .  .  and  indispensable. 
It  has  already  been  labelled  as  the  field  In 
which  many  of  the  growth  companies  of  the 
70's  may  be  found 

Tft«  totals  are  vast.  In  the  next  30  years,  esti- 
mates range  from  $110  billion  to  be  spent  for 
water  pollution  control  and  $105  billion  for  air 
pollution  control  to  $60  billion  for  solid  waste 
control. 

The  problems  are  complex.  There  is  no  one  cure 
for  pollution  and  not  all  companies  will  share 
equally  in  the  continuing  growth  of  this  dy- 
namic and  essential  market.  Investors  must  be 
selective. 

Thoroughly  analyzed  and  recommended  lor  your 
consideration  in  this  comprehensive  report:  10 
manufacturers  ol  air  and  water  pollution  con- 
trol products,  chemicals  and  systems  selected 
by  Spear  Research  as  appearing  to  be  leaders 
in  this  specialized,  demanding  Held. 

In  the  Report  you  will  find  succinct  answers  to 
questions  like  these  .  .  . 

— are  electrostatic  precipitators  efficient  and 
economically  feasible? 

— can  alter  burners  really  control  malodors 
from  chemical  processes? 

— what  is  the  outlook  for  wholesale  purifica- 
tion and  reuse  ol  brackish  water?  (By  1980 
scientists  predict  a  water  shortage  of  85 
billion  gallons  a  day  .  .  .  unless  steps  are 
taken  now!) 

— who  will  benefit  from  an  estimated  $60  mil- 
lion current  annual  market  for  water  gauges 
and  meter  regulators? 


POLLUTION  CONTROL:  PROFITS  IN  PURIFI- 
CATION answers  these  and  many  other  ques- 
tions .  .  provides  the  basic  facts  to  help  you 
confidently  plan  your  investment  moves  based 
on  timely  information. 

Now  you  can  obtain  POLLUTION  CONTROL: 
PROFITS  *IN  PURIFICATION  (regularly  $15)  as 
a  BONUS  with  a  trial  subscription  to  your 
choice  of  these  specialized  services  from  the 
Spear  Research  Center  for  Investors: 


•THE  SPEAR  MARKET  and  GROUP  TREND 
LETTER  ($100  annually)  contains  news  and 
analysis  of  stocks,  group  trend  studies,  spe- 
cific capital  gains  recommendations.  Pub- 
lished weekly. 

SCIENCE  INVESTMENT  REPORTS  ($125  an- 
nually) —  covers  major  scientific  and  tech- 
nological developments  of  the  Electronics 
and  Space  Age  and  analyzes  their  potential 
for  the  investor.  Biweekly. 


•  COM-STAT  (COMputer  STock  timing  and 
Analysis  Technique)  ($500  annually)  —  Com- 
puter rates  over  400  carefully  selected  stocks 
from  among  4.000  Issues  and  67  Industry 
groups  including  top-rated  stocks  in  each 
group.  Forecasts  market  trends.  Weekly. 

Major  investment  areas  of  opportunity,  such  as 
Pollution-Control,  are  regularly  covered  In  all 
three  of  these  publications. 
Spear  Research  editors  will  continue  to  report 
on  the  progress  of  the  stocks  discussed  in  the 
Study,  as  well  as  new  developments  in  Pollu- 
tion-Control In  coming  issues. 
Thousands  of  Investors  have  found  these  reg- 
ularly published  reports  helpful  in  keeping 
abreast  of  trends  in  the  market  and  In  making 
informed  decisions  for  their  portfolios.  You  are 
Invited  to  join  us  by  simply  marking  your 
choice,  and  filling  out  and  mailing  the  form 
below. 

If  you  prefer  the  Report  alone,  simply  attach 
your  payment  of  $15  to  this  advertisement  and 
return  it  to  us.' 


SPEAR  &  STAFF,  INC. 

Dept.  RFJ01 

Babson  Parit,  Mass. 

02157 

(Subscriptions    cannot 
be  assigned  witti- 
out  your  consent) 


Please    send    me    POLLUTION-CONTROL;    PROFITS    IN 
PURIFICATION  as  a  BONUS  with  a  trial  subscription  to: 

D   THE  SPEAR  MARKET  LETTER,  3-month  trial  at  $30. 

D  SCIENCE  INVESTMENT  REPORTS,  3-month  trial  at  $35. 

D   COM-STAT,  3-month  trial  at  $95. 

NAME 

ADDRESS 

CITY 


.STATE. 


.ZIP_ 


•includes  short  term  trial  to  Spear  Market  Letter. 


n    Check  here  if  you  are  an  investor  with  nnore  than  $15,000  in  the  market  and  would  like  to  be 
informed  about  Spear  &  Staff's  Investment  Management  Program.  No  obligation. 


Growth 
industry 


A  MUTUAL 

FUND 

INVESTING 

^.  IN  COMMON 

ShareSpinc.  ^^^^^^ 


You  Buy  Direct 


GIS  HAS  NO  SALESMEN... pays  no  commissions 

Prices:  Net  Asset  Value  per  share  plus  3% 
on  investments  under  $2000,  graduating 
down  to  1%  on  $25,000  or  more. 

Mail  coupon  below  for  copy  of  prospectus. 


"  Growth  Industry  Shares,  Inc.,  Room  1000-D 
■  6  N.  Michigan  Ave.,  Chicago,  III.  60602     ■ 


I 
I 


Name_ 
Address- 
City 


I 
I 


State. 


_ZIP_ 


T.  ROWE  PRICE 
GROWTH  STOCK 
FUND,  INC. 


A  HO  LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

grovkfth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 


NO  SALES  CHARGE 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 
One  Charles  Center.  Dept.  B 
Baltimore,  Md.  21201 


CanjCbdianGaci^ 

RAILWAY  COMPANY 


DIVIDEND  NOTICE 

At  a  meeting  of  the  Board  of  Di- 
rectors held  today  a  final  dividend  of 
One  Dollar  and  Forty-five  Cents  per 
share  on  the  Ordinary  Capital  Stock 
was  declared  in  respect  of  the  year 
1967,  of  which  Seventy  Cents "  per 
share  is  the  proceeds  of  a  dividend 
from  Canadian  PaciBc  Investments 
Limited,  payable  in  Canadian  funds 
on  February  1.  1968.  to  Shareholders 
of  record  as  at  the  close  of  business 
on  December  22,  1967. 

By  order  of  the  Board. 

T.  F.  TURNER. 
Secretary. 

Montreal,  December  11,  1967. 


THE  FUNDS 


IDS:  GIANT  IN  TROUBLE 

There  are  growing  signs  that  the  mu- 
tual fund  operations  of  investment 
manager  Investors  Diversified  Serv- 
ices, whose  fund  assets  total  $5.7  bil- 
lion or  nearly  one-seventh  of  all  fund 
industry  assets,  are  in  trouble.  Last 
year  was  the  second  straight  year  that 
sales  were  down.  To  be  sure,  sales 
were  down  for  the  entire  industry  in 
1967.  But  what  was  alarming  was  the 
extent  of  decline  by  the  IDS  funds. 
Final  figures  will  probably  show  net 
new  money  last  year  to  have  been  a 
paltry  $75  million  to  $85  million  V5. 
$426  million  in  1966  and  $507  million 
in  1965.  In  fact,  its  balanced  Investors 
Mutual,  the  world's  largest  fund  with 
$3  billion  assets,  sustained  a  fund  out- 
flow of  some  $50  million. 

One  reason  for  the  slump  was  that 
IDS'  salesmen  were  pushing  the  most 
salable  IDS  fund:  the  $750-million- 
assets  Investors  Variable  Stock  Fund, 
the  nearest  thing  to  a  growth  fund 
that  IDS  could  offer.  The  other  IDS 
funds  are  all  income-oriented  and 
of  course  have  been  poor  perform- 
ers. Investors  Mutual  gained  only 
7.2%  in  per-share  asset  value  for  the 
12  months  ended  last  November,  In- 
vestors Stock  Fund  only  17%.  For  the 
same  period,  the  average  gain  for  200 
mutual  funds  was  over  25%. 

Another  IDS  problem  is  that  many 
Investors  Mutual  shareholders  are 
nearing  retirement,  which  guarantees 
rising  redemptions.  What  can  be  done 
about  Investors  Mutual?  Not  much, 
says  President  Stuart  F.  Silloway:  "We 
can  reduce  the  proportion  in  bonds 
and  preferreds,  which  we  have  been 
doing,  and  put  a  bit  more  emphasis  on 
growth  stocks.  Other  than  that  there  is 
Uttle  you  can  do." 

On  Every  Side.  Furthermore,  sales 
of  the  company's  so-called  face 
amount  certificates — a  kind  of  con- 
tractual savings  plan — continued  their 
long-run  slide  last  year.  Customers 
simply  don't  like  the  certificates'  4% 
return  to  maturity,  even  with  tax  de- 
ferral on  the  interest.  IDS  is  now  trying 
to  sell  these  certificates  to  businesses 
seeking  a  good  net  yield. 

IDS'  highly  touted  Accumulation 
Plan  launched  in  late  1965  (it  charged 
a  first  year  front-end  load  of  20%  in 
contrast  to  the  standard  industry  50% 
charge  on  contractual  fund  plans)  has 
tailed  off  noticeably.  The  first  new 
effect  of  the  plan  was  to  siphon  off 
certificate  sales;  now  both  accumula- 
tion   and   certificate   sales   are   down. 

The  only  bright  spot  in  IDS'  sales 
picture  last  year  was  IDS'  life  insur- 
ance  subsidiary,    Investors   Syndicate 


Sove  $5.00 — 
Unusual  FREE  OFFER  of  .  .  . 

I     i  N V E S f O R S "1 
•INTELLIGENCE: 


Investors  Intelligence  is  one  of  America's 
most  widely  read  consensus  reports.  This 
unique  investment  service  is  a  comprehensive 
and  authoritative  summary  of  outstanding 
features  as  reported  by  leading  investment 
services,  private  newsletters  and  the  financial 
press. 

In  a  recent  story  in  NEWSWEEK  about  Wall 
Street,  mention  was  made  of  our  Sentiment 
Index.  Find  out  what  the  index  is  and  how  it 
works.  Also,  see  what  one  of  the  nation's 
leading  technicians  says  about  the  most  rec- 
ommended stocks.  Buy?  Sell?  Hold?  Read  in 
one  compact  report  what  the  country's  leading 
investment  services  think  about  the  present 
market.  INVESTORS  INTELLIGENCE  issued 
every  other  Wednesday,  gives  you  eight  jam- 
packed  pages  of  consensus  advice,  ten  most 
mentioned  stocks,  point  and  figure  charts  and 
summaries  and  editorial  opinions.  This  offer  is 
for  new  readers  only  and  not  for  those  who 
have  taken  advantage  of  this  free  trial  previ- 
ously. This  offer  expires  February  IS,  1968. 
Send  this  ad  today  for  your  2-month  (4  issues) 
free  trial  subscription  to  Dept.  F-45,  INVES- 
TORS INTELLIGENCE,  2  East  Avenue,  Larch- 
mont,   N.   Y.    10538. 
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CONVERTIBLE   BONDS 

and  177  convertible  preferred  stocks 
are  charted  by  our  R.H.M.  CONVERT- 
IBLE SURVEY  on  unique  and  inval- 
uable conversion  ratio  charts  which 
pinpoint  buying  opportunities.  Are  you 
fully  conversant  with  convertibles — 
recognize  their  opportunities  when 
they  occur.'  To  introduce  you  to  a 
complete  investment  service  covering 
the  entire  field  of  convertibles,  we 
invite  you  to  send  for  our  FREE  re- 
port on  "Convertible  Opportunities."  It 
is  a  full  explanation  of  convertibles 
which  can  prevent  future  missed  oppor- 
tunities for  you.  There  is  no  obligation. 
Send  to:  "Convertibles,"  Dept.  F-14, 
R.H.M.  Associates,  220  Fifth  Ave.,  New 
York,  N.Y.  10001. 


^M^  Investments  Geared  to  America's  Future 

% JOHNSTON 

MUTUAL  FUMD 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Managed  by 
Douglas  T.  Johnston  &  Co.,  Inc. 

Investment  Counsel 
Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund  Inc. 
j  230  Park  Ave.,  N.Y.C.  10017    Dept.  C 
j  Phone:(212)679-2700 

I 


NAME 


I 

I  ADDRESS. 


I 
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Dfe,  started  just  ten  years  ago.  Its  in- 
surance in  force  rose  to  Si. 6  billion 
through  1966.  and  last  year  it  prob- 
ably contributed  SI. 8  million  in  oper- 
ating profits.  But  now  IDS  is  running 
into  the  insurance  industry  problem  of 
too  few  salesmen.  IDS  depends  entire- 
ly on  its  full-time  captive  sales  force, 
which  declined  from  4,100  in  1965  to 
below  3.800  last  year. 

Saving  Grace.  Overall,  parent  com 
pan)  earnings  before  capital  gains 
and  nonconsolidated  subsidiaries  were 
down  from  a  high  of  S17  million  pre- 
tax in  1965  to  around  Sll  million  last 
year.  All  that  saved  IDS  from  show- 
ing a  drastic  earnings  decline  in  just 
two  years  has  been  capital  gains  on 
investments  and  rising  income  from  i 
its  other  finance  subsidiaries.  j 

Silloway  says  he  isn't  too  worried  \ 
about  the  fund  sales  decline:  "I  think 
we  can  turn  it  around.  In  the  mean- 
time we  have  our  growing  nonfund 
business  which  will  enable  us  to  keep  I 
earnings  on  a  plateau  during  the  next 
year  or  two."  Silloway  also  insists  that 
the  funds  will  continue  to  be  the 
major  source  of  IDS  revenues  over  the 
next  five  years.  Says  he.  "We  have  no 
intention  of  de-emphasizing  our  fund 
and  certificate  operations.  I  expect 
both  our  consumer  finance  and  the 
business  finance  business  to  grow." 

The  fact  remains,  however,  that  he 
was  brought  in  by  the  Allan  P.  Kirby 
interests  in  1964  after  the  latter 
had  ousted  the  Murchison  interests 
from  Allegheny  Corp.,  which  controls 
IDS.  While  IDS  had  top  management 
problems  during  the  fight  for  control, 
it  did  ring  up  record  sales  year  after 
year.  Now  IDS  seems  to  be  having 
both  sales  and  management  problems. 

Silloway  did  bring  in  more  new 
managers  and  made  it  attractive  for 
others  to  retire  or  move  on.  But  with 
IDS  stock  selling  near  its  five-year  low, 
time  may  be  running  out  unless  he 
produces  much  better  results.  ■ 

Fact  aii<l  Coiiinient 

.  (Continued  from  page  38) 
Look  at  it  this  way.  America  is  ex- 
hausting herself  in  Vietnam  and  the 
Chinese  have  not  had  to  lose  a  soldier. 
China  is  fighting  America  with  Viet- 
namese lives,  not  with  Chinese  lives. 
This  is  actually  shortsighted  of  China. 
The  Vietnamese  resent  fighting  for 
China's  benefit.  .  .  .  For  2,000  years 
their  main  concern  with  foreigners  has 
been  to  save  themselves  from  being 
assimilated  and  swallowed  by  China. 
Do  you  think  they  can  forget  that? 

//  America  quit  fighting  in  Vietnam, 
would  not  that  be  appeasement?  And 
didn't  we  learn  the  folly  of  appease- 
ment in  the  J  930s? 


is  a  no  load  fund. 
The  minimum  initial  investment  is  $500°°.  The 
shares  of  the  Hubshman  Fund  are  sold  at  their 
net  asset  value.  Not  one  cent  of  your  money  is  de- 
ducted for  salesman's  or  dealers  commissions. 
There  is  a  one  percent 
redemption  fee. 


'j/^^^  C/&f^u^^^ga^  Q/ima  is  a  hedged,  leveraged 
non  diversified  fund,  employing  a  wide  variety  of 
highly  speculative  techniques  with  the  objective 
of  possible  appreciation  in  the  value  of  its  shares. 


The  Hubshman  Fund,  Inc.    666  Fifth  Ave.  New  York,  N.Y.  10019 

Telephone  (212)  Circle  7-0001 
Please  send  material  to: 

NAME: 


STREET: 


CITY- 


.STATE. 


.ZIP. 


F-ll 


Dividend  Notice 

The  Board  of  Directors  of  the 
Northern  Pacific  Railway  Company 
today  declared  a  quarterly  dividend 
of  65  cents  per  share  on  the  out- 
standing capital  stock  of  the  Com- 
.pany,  payable  on  January  31,  1968, 
to  holders  of  record  at  the  close  of 
business  on  January  10,  1968. 

Floyd  A.  Deming 
December?,  1967  Secretary 


TAX   SHELTER 

12%  or  more  compounded  annually  is 
the  tax  sheltered  growth  possibility  of 
a  new  type  of  annuity.  A  tax  shelter 
against  deflation  as  well  as  inflation. 
The  cost  may  be  deducted  from  taxable 
Incomes  of  the  self-employed  and  the 
employee  of  nonprofit  organizations.  A 
highly  profitable  guaranteed  invest- 
ment when  purchased  as  a  straight  tax 
sheltered  investment. 
Complete  information  without  obliga- 
tion. 
Give  date  of  birth. 

POLICYHOLDERS'   MUTUAL 
LIFE  INSURANCE  COMPANY 

P.O.   Box   2227 
Houston,  Texas  77001 
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PASSBOOK  RATE 
COMPOUNDED  DAILY 

EXTRA  BONUS  PER  YEAR 
FDR  36-MDNTH  ACCOUNTS 

5%  DAILY  INTEREST  PASSBOOK  ACCOUNTS  -  Because 
we  compound  interest  daily,  our  current  annual  rate  of  5% 
actually  pays  you  5.13%  per  annum  when  maintained  a  year. 
Complete  flexibility:  open  your  account  —  add  or  withdraw  —  in  any 
amount.  Funds  begin  earning  the  day  they  are  received.  Funds 
received  by  the  10th  of  any  month  earn  from  the  1st.  And  you 
earn  interest  to  the  exact  date  of  withdrawal,  payable  at  quarter's 
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I  am  always  amazed  at  what  infinite 
harm  Neville  Chamberlain  does  post- 
humously, so  to  speak.  You  have  to 
think  of  each  separate  case  on  its  own 
merits.  Anthony  Eden,  for  instance, 
made  that  mistake  over  Nasser.  He 
feared  "appeasing"  him,  and  we  had 
the  Suez  disaster  of  1956  as  a  result. 
Well,  Nasser  is  not  a  Hitler.  For  one 
thing,  he  does  not  have  the  power  toj 
be.  .  .  . 

I  don't  think  the  Russians  are  bent 
on  war.  On  the  contrary,  I  think  they 
are  bent  on  not  having  war  with  the 
U.S.,  whereas  Hitler  was  determined 
to  have  a  war. 

In  fact,  you  might  even  say  that  the 
situation  is  reversed.  I  think  the  prob- 
lem is  how  far  the  Russians  and  the 
Chinese  can  go  in  appeasing  America, 
rather  than  the  other  way  around.  Not 
that  America  wants  a  war,  but  this  is' 
where  she  is  in  great  danger.  I  see 
Americans  saying  very  complacently, 
"Oh,  we've  proved  now  that  Russia 
and  China  will  not  react.  .  .  .  Now,  this 
was  the  mistake  Germany  made  before 
both  world  wars.  The  reason  for  the  I 
outbreak  of  those  wars  was  the  other 
side  felt  it  simply  couldn't  take  an- 
other setback  from  Germany. 

I  think  America  may  be  nearing  this 
line  now,  the  line  where  she  will  push 
the  Russians  and  Chinese  just  too  far. 

How  coitld  we  disengage  ourselves 
with  the  least  loss  to  us? 

I'm  all  for  the  unconditional  stop- 
ping of  bombing.  That  sticks  in  the 
throat  of  the  Johnson  Administration. 
They  think  they  would  be  giving  some- 
thing for  nothing  in  return.  As  a  mat- 
ter of  fact,  they'd  get  a  lot  in  return. 
They'd  get  the  possibility  of  extri- 
cating the  U.S.  from  this  war.  Then  I 
would  say,  let  the  American  forces  in 
Vietnam  hold  the  positions  they  have 
but  not  try  to  extend  their  control  to 
other  parts  of  the  country.  Then  let 
the  1954  agreements  be  carried  out, 
whatever  the  consequences.  I  mean, 
Dulles  didn't  want  the  agreements  car- 
ried out,  because  he  rightly  thought 
that  it  would  end  with  the  Communists 
winning  the  free  elections.  He  had  the 
right  facts  but  the  wrong  policy. 

Do  you  really  think  the  North  Viet- 
namese government  would  cooperate 
in  this,  allowing  truly  free  elections 
on  their  side? 

Well,  I  don't  know  how  free  any 
elections  in  Vietnam  could  be.  But  you 
must  try.  I  think  the  results  would  be 
that  Ho  Chi  Minh  would  be  voted  into 
power  in  both  parts  of  Vietnam.  And 
as  I  said  before,  the  country  would 
then  become  the  greatest  bulwark 
against  Chinese  expansion  in  Southeast 
Asia.  ©  1967  Time  inc. 
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THOUGHTS  . . .  BUSINESS  OF  LIFE 


One  age  cannot  be  completely  un- 
derstood if  all  the  others  are  not 
understood.  The  song  of  history  can 
only  be  sung  as  a  whole. 

— Ortega  y  Gasset. 


The   philosophy  of   one  century  is 
the  common  sense  of  the  next. 

— Henry  Ward  Beecher. 


We   think   our  civilization   near  its 
meridian,  but  we  are  yet  only  at  the 
cock-crowing  and  the  morning  star. 
• — Ralph  Waldo  Emerson. 


There  is  no  system  of  philosophy 
to  spin  out.  There  are  no  ethical 
truths;  there  are  just  clarifications  of 
particular  ethical  problems.  Take  ad- 
vantage of  these  clarifications  and 
work  out  your  own  existence.  You  are 
mistaken  to  think  that  anyone  ever 
had  the  answers.  There  are  no  an- 
swers. Be  brave  and  face  up  to  it. 

— Donald  Kalish. 


Every  individual  has  a  place  to  fill 
in  the  world,  and  is  important  in  some 
respect,  whether  he  chooses  to  be  so 
or  not.      — Nathaniel  Hawthorne. 


To  build  may  have  to  be  the  slow 
and  laborious  task  of  years.  To  de- 
stroy can  be  the  thoughtless  act  of  a 
single  day.      — Winston  Churchill. 


Life  is  not  an  illogicality;  yet  it  is 
a  trap  for  logicians.  It  looks  just  a 
little  more  mathematical  and  regular 
than  it  is;  its  exactitude  is  obvious, 
but  its  inexactitude  is  hidden;  its  wild- 
ness  lies  in  wait. 

— Gilbert  K.  Chesterton. 


There  is  but  one  light  to  guide  my 
feet,   and  that  is  the  light  of  experi- 
ence.  In   order   to   know   the   future, 
one  must  know  the  history  of  the  past. 
— Patrick  Henry. 


Civilization  is  a  movement  and  not 
a  condition,  a  voyage  and  not  a  har- 
bor. — Arnold  Toynbee. 


Life  is  an  unanswered  question,  but 
let's  still  believe  in  the  dignity  and  im- 
portance of  the  question. 

— Tennessee  Williams. 


B.  C.  FORBES 

I   RESOLVE 

To  strive  to  contribute  some- 
thing to  the  world,  its  work  and 
the  people  in  it. 

To  spend  and  be  spent  in 
worthy  service. 

To  adhere,  the  best  I  can,  to 
the  Golden  Rule. 

To  philosophize  more,  recall- 
ing always,  when  things  go 
awry,  "This,  too,  will  pass." 

To  try  always  to  see  viewpoints 
other  than  my  own. 

To  make  humility  and  sim- 
plicity so  much  a  part  of  my- 
self that  I  shall  become  as  a 
child,  as  one  of  those  of  whom 
the  Master  declared,  "For  of 
such  is  the  kingdom  of  heaven." 


It  is  difficult  to  live  in  the  present, 
ridiculous  to  live  in  the  future,  and 
impossible  to  live  in  the  past. 

— Jim  Bishop. 


Life  is  like  being  at  the  dentist.  You 
always  think  the  worst  is  still  to  come, 
and  yet  it  is  over  already. 

— Bismarck. 


.  The  central  question  is  whether  the 
wonderfully  diverse  and  gifted  assem- 
blage of  human  beings  on  this  earth 
really  knows  how  to  run  a  civiliza- 
tion. — Adlai  Stevenson. 


Change  in  the  climate  of  the  imag- 
ination is  the  precursor  of  the  changes 
that  affect  more  than  the  details  of 
life  .  .  .  the  first  stirrings  of  dissat- 
isfaction and  the  first  intimations  of 
a  better  future  are  always  found  in 
works  of  art.  — John  Dewey. 


What  a  vast  difference  there  is  be- 
tween the  barbarism  that  precedes 
culture  and  the  barbarism  that  fol- 
lows it.  — Friedrich  Hebbel. 


I  believe  that  man  will  not  merely 
endure:  He  will  prevail.  He  is  im- 
mortal, not  because  he  alone  among 
creatures  has  an  inexhaustible  voice, 
but  because  he  has  a  soul,  a  spirit 
capable  of  compassion  and  sacrifice 
and  endurance. 

— William  Faulkner. 


The  one  disease  from  which  a  man 
never  recovers  is  life. 

— John  P.  Crier. 


More  than  3.000  "Thoughts,"  in- 
dexed by  author  and  subject,  are  now 
available  in  a  574-page  book  at  S5.95. 
Send  check  and  order  to:  Forbes  Inc., 
60  Fifth  Avenue,  New  York.  N.Y. 
1 001 1.  (Sales  tax:  New  York  City. 
add  5%.  Other  parts  of  New  York 
Slate,   add  2%    to  5%   as  required.) 


A  Text .  .  . 

Sent  in  by  R.  O.  BurbridRe,  Ok- 
lahoma C'ity.  Okla.  What's  your 
favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders  of 
texts   used. 


But    let    every    man    prove    his    own 

work,  and  then  shall  he  have  rejoicing 

in  himself  alone,  and  not  in  another. 

— Galatians  6:4 
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This  boy^  heart 
runs  on  batteries 


Electronic  advances  from  General  Electric 
keep  hearts  beating  longer,  stronger. 

His  name  is  Brian  Coe.  He's  eight  years  old.  And  he  lives  in  Stoneham,  Mass. 

Every  beat  of  his  heart  depends  on  a  battery-powered  General  Electric  Pacemaker. 

The  Pacemaker  has  been  surgically  implanted  under  his  skin.  Tv^o  wires 

carry  current  to  his  heart,  stimulating  and  raising  its  beat  to  a  consistent  69  per  minute. 

More  than  enough  for  him  to  live.  Enough  for  him  to  live  like  a  boy. 

Since  being  developed  by  General  Electric  in  conjunction  with  Dr.  Adrian  Kantrowitz  of 

Maimonides  Hospital  in  Brooklyn,  N.Y.,  the  Pacemaker  has  been 

implanted  in  thousands  of  people.  From  a  six-month-old  girl  to  a  94-year-old  man. 

General  Electric  has  also  developed  an  x-ray  machine  that  gives  doctors 

a  3-dimensional  view  of  the  heart.  And  a  heart  monitor 

for  hospitals  that's  designed  to  warn  of  impending  cardiac  arrest. 

Now,  General  Electric  is  involved  in  preliminary  research  on  an  artificial  heart. 

The  goal  is  to  one  day  replace  the  bad  one  some  people  are  born  with. 

Helping  people  live  longer  is  progress  of  the  most  important  kind. 


Progress  is  our  most  important  product 

GENERAL^ELECTRIC 
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Teledyne:  In  seven  years,  starting  from  scratch,  Henry 
Singleton  and  his  colleagues  have  created  a  major 
new  company.  How?  By  doing  the  obvious — only  better. 
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An  Open  Letter  to  an  Irate  Subscriber 

To  the  Editor: 

Subject:    My   subscription— BUT  FOR  GOD'S   SAKE   DON'T 
TURN  THIS  OVER  TO  THE  SUBSCRIPTION  DEPT. 

All  that  bunch  of  lazy,  drunken  incompetents  knows  how  to  do  is  cash 
checks  and  send  out  renewal  notices.  The  fourth  came  yesterday,  although 
I  had  long  ago  sent  in  two  (not  one,  two)  $15  checks  to  renew,  and  I've  got 
the  canceled  checks— plus  the  fourth  renewal  notice. 

Your  unflagging  efliorts  to  uncover  business  stupidity  are  brilliant.  Why 
not  walk  down  the  hall  to  the  circulation  department? 

— Paul  L.  Nagel 
Grosse   Pointe,   Mich. 

P.S.  My  business  prediction  for  1968 — I'll  get  a  fifth  notice.  But  tell  them 
not  to  call  me  an  old  friend  again.  I'm  a  new  enemy. 

Dear  Mr.  Nagel: 

We  know  exactly  how  you  feel.  We've  checked  with  our  circulation  de- 
partment. As  they  explain  it,  they're  more  sinned  against  than  sinning.  Like 
you,  like  us,  they  are  the  victims  of  Progress.  You've  heard  of  computers, 
of  course.  The  greatest  technological  development  since  the  electric  can 
opener.  Well,  you  have  to  pay  for  Progress  (although  we'll  grant  you 
shouldn't  have  to  pay  twice). 

In  years  past,  all  our  mail  to  subscribers  was  addressed  by  stencils — meta! 
plates  with  the  addresses  embossed  on  them.  As  our  circulation  grew,  the 
stencil  files  grew  until  they  threatened  to  push  th^  subscription  department 
out  into  the  street.  We  had  women  sitting  on  top  of  each  other,  putting 
stencils  into  the  files  and  taking  stencils  out.  In  this  age  of  affluence  it  became 
increasingly  difficult  to  find  women  willing  to  put  up  with  our  stencils. 

About  three  years  ago  we  decided  to  switch  to  addressing  mail  by  com- 
puter. As  a  hipster  might  say,  we  decided  to  get  with  it,  because  computers, 
they're  what's  happening,  baby. 

The  planning  started  about  2'/2  years  ago,  and  then  we  made  a  discovery: 
Progress  takes  a  little  time.  Our  IBM  360  didn't  arrive  until  July  4,  Indepen- 
dence Day.  What  an  irony!  Our  subscription  department  has  been  working 
like  slaves  ever  since,  three  or  four  nights  a  week  and  on  weekends. 

You're  not  alone  in  your  troubles.  We've  been  receiving  as  many  as  400 
to  500  complaints  a  day.  including  long-distance  calls — collect,  naturally. 

The  basic  problem  is  this;  It  takes  months  to  shift  from  stencils  to  a  com- 
puter. Meanwhile,  however,  the  magazine  must  continue  to  come  out.  The 
result  is  that  thousands  of  names  and  addresses  are  in  limbo  every  day, 
never  the  same  names  and  addresses:  The  subscribers  in  limbo  keep  changing. 

The  stencils  kept  pumping  out  renewal  notices.  Checks  for  renewals  came 
in,  but  the  renewals  couldn't  be  entered  because  the  names  hadn't  yet  been 
reached  on  the  computer. 

Again:  Some  subscribers  have  been  receiving  two  copies  of  each  issue. 
These,  for  the  most  part,  are  people  who  complained  they  weren't  receiving 
the  magazine  while  their  names  were  in  limbo.  A  new  stencil  was  made  for 
them  while  the  old  stencil  was  being  read  into  the  computer.  As  a  result 
they're  now  getting  copies  from  both  the  stencil  and  the  computer. 

Our  subscription  department  says  it  will  take  another  two  or  three  months 
to  get  rid  of  all  the  bugs,  but  the  worst  is  over.  Our  EDP  manager,  Jerry 
Hoffman,  tells  us:  "For  its  size,  the  Forbes  conversion  has  been  one  of  the 
smoothest  I've  ever  seen." 

Says  Ted  York,  our  fulfillment  head:  "The  greatest,  most  surprising  thing 
about  this  conversion  is  that  I'm  siill  alive  and  employed." 

Sincerely    yours. 
The  Editors 

P.S.  We  still  consider  you  a  friend.  Anyone  who's  been  through  what 
you've  been  through  and  still  hasn't  canceled  his  subscription  is  a  friend 
indeed.  ■ 


This  man's  plugged  into 
the  largest  information 
network  in  the  world. 

He  just  hasn't  learned 
how  to  use  it 
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See  that  black  instrument  on  his  desk,  covered  with 
paper?  He  thinks  that's  a  telephone. 

But  it's  much  more. 

It's  an  input  device  to  the  largest  information  network 
in  the  world.  The  Bell  System. 

Oscar  Mayer  &  Co.  learned  how  to  plug  their  computer 
into  the  network  to  speed  error-free  invoices  to  customers. 


Within  24  hours  after  delivery! 

Tower  Paint  Manufacturing  Co.,  Miami,  Fla.,  le    ^ 
how  the  network  could  help  customers  get  inforr 
without  waiting.  It  made  an  ambitious  twelve-store  e:  3i 
sion  program  possible. 

Learning  how  to  use  the  network  even  made  it  ec  e 
for  H.  K.  Porter  Company,  Inc.  to  keep  track  of  36  % 


IS  in  seven  warehouses  and  eight  producing  plants, 
emember:  a  phone  is  just  a  phone  until  you  learn 
to  use  it.  That's  why  we  keep  a  man  on  our  payroll 
id  a  Communications  Consultant.  You  can  reach  him 
)ur  Bell  Telephone  Business  Office. 
is  job— to  show  you  how  to  plug  into  the  world's 
2st  information  network. 
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We've  helped 

lots  of 

Manufacturers 

increase  profits. 

Why  not  you? 

An  average  of  700  manufacturers  a  year 
are  establishing  or  expanding  operations 
in  New  York  State.  They  are  discovering 
that  it  pays  to  do  business  in  the  nation's 
leading  industrial  state.  Here's  where  the 
profits  are  because: 

You  get  big  markets.  The  average  per- 
sonal income  of  New  Yorkers  is  nearly 
$550  more  than  the  national  average. 
We're  within  easy  reach  of  over  60%  of  the 
personal  and  disposable  income  of  both 
the  United  States  and  Canada. 

You  get  tax  advantages.  New  York's 
business  taxes  are  more  responsive  to 
actual  business  conditions  and  you  can 
write  off  depreciable  assets  such  as  plant 
and  equipment  at  twice  the  federal  rate. 
Let  our  specialists  tell  you  all  the  advan- 
tages you  receive  in  New  York. 

Free  brochure.  Send  for  "Industrial  Lo- 
cation Services,"  which  explains  how  we 
can  help  you  locate  or  expand  in  New  York 
State.  And  for  further  information,  check 
the  coupon  below  and  mail  with  your  let- 
terhead. Or  phone  (518)  474-4100.  Or  con- 
tact us  through  any  reliable  third  party. 

NEW  YORK  STATE  DEPARTMENT  OF  COMMERCE 


Write  in  confidence  to: 
Commissioner  Ronald  B.  Peterson 
New  York  State  Dept.  of  Commerce 
112  State  Street  —  Room  420 
Albany,  N.  Y.  12207 
Gentlemen:  Please  send  the  following 

a  Industrial  D  Plant 

Location  Services        Financing 
D  Tax  Advantages 


for  Business 

D  Money  for 
Manpower 


D  New  York  State 
Business  Facts 

D  International 
Commerce 
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&  Tangents 


BUSINESS 


Wall  Street  Last  Year.  Brokers 
Hornblower  &  Weeks-Hemphili. 
Noyes  have  figured  out  that  the 
average  Big  Board  stock  rose 
36.5%  in  1967.  Thirty-two  issues 
more  than  tripled,  with  Republic 
Corp.'s  1,290%  posting  the  best 
gain.  Nineteen  issues  were  down 
by  more  than  20%;  Admiral  Corp. 
and  International  Minerals  & 
Chemical  were  the  worst  of  these 
with  declines  of  35%  each.  Also 
during  1967.  IBM  replaced  AT&T 
as  the  world's  largest  corporation 
based  on  stock  market  value. 

The  Two-Handed  Drinkers.  Nev- 
er mind  the  endless  round  of  par- 
ties among  Washington's  diplo- 
matic set;  forget  the  drinking  habits 
of  Madison  Avenue's  ad  men.  Both 
groups  can  learn  from  the  natives 
of  Southern  California,  who  make 
up  the  wettest  market  in  the  U.S. 
Almost  24  million  gallons  of  dis- 
tilled spirits  were  needed  to  quench 
their  thirst  last  year.  Straight  whis- 
key topped  the  list  with  over  36% 
of  the  market,  Scotch  got  9.5%. 
But  the  fastest-growing  drink  in 
Southern  California  is  vodka,  with 
over  18%  of  the  market  compared 
with   virtually   nothing   in    1950. 

Domestic  Rival.  The  only  real 
contender  with  Rolls-Royce's  Spey 
engine  (see  p.  19)  for  the  title  of 
the  world's  most  successful  jet  en- 
gine is  the  JT3D  manufactured  bv 
United  Aircraft's  Pratt  &  Whitney 
division.  Last  year  Pan  American, 
American  and  TWA  each  flew  their 
JT3D-powered  transports  a  record 
million  hours  plus.  The  Federal 
Aviation  Agency  now  permits 
American  and  TWA  to  operate 
their  JT3Ds  for  a  time  between 
overhauls  (TBO)  of  12.000  hours, 
or  over  5  million  flight  miles. 
"This  is  a  fantastic  engine,"  says  a 
United  Aircraft  man.  'Our  newer 
JT8D,  which  powers  727s  and  DC- 
9s,  has  reached  a  TBO  so  far  of 
only  7,000  hours." 

One  at  a  Time.  With  so  many 
companies  bidding  on  so  few  film- 
makers these  days,  it's  not  so  easy 
to  get  into  the  movie  business.  But 


New  York's  Realty  Equities  Corp. 
has  found  a  modest  way  to  begin. 
This  month  it  acquired  Highland 
Films,  whose  major  asset  is  one 
film,  A  Man  For  All  Seasons.  Real- 
ty Equities  President  Morris  Karp 
refuses  to  tell  how  much  he  paid 
to  Fred  Zinnemann.  producer  of  the 
film  and  principal  stockholder  of 
Highland.  But  Karp  does  expect 
the  picture  to  gross  well  over  $10 
million,  and  to  help  Realty  Equities' 
earnings  of  70  cents  a  share  for  at 
least  five  years. 

Inflation  Note.  Food  companies 
used  to  give  25-cent  refunds  to  per- 
sons mailing  in  a  label  or  boxtop  of 
a  new  product.  Not  any  more.  As 
the  fight  for  market  share  gets 
tougher,  companies  are  trying 
harder  and  spending  more  to  per- 
suade shoppers  to  buy  their  brands. 
Last  year  Campbell  Soup  Co.  of- 
fered a  dollar  bill  to  anyone  mail- 
ing in  three  labels  from  cans  of  its 
Pepperidge  Farm  soups. 

Beyond  Insurance.  The  U.S.  in- 
surance industry  might  appear  to  be 
expanding  dramatically:  200  ac- 
quisitions and  mergers  last  year.  38 
holding  companies  formed.  But  the 
expansion  is  out  of  insurance.  Since 
insurance  companies  themselves  are 
prohibited  from  diversifying,  their 
only  recourse  is  to  set  up  holding 
companies  for  their  diversifications. 
Among  the  major  insurance  outfits 
that  took  the  holding  company 
route  last  year  were  New  England 
Mutual  and  John  Hancock. 

Diagnosis.  The  beer  market  has 
become  so  competitive  that  a  brew- 
er who  relaxes  even  for  a  moment 
courts  disaster.  That's  what  hap- 
pened to  Ballantine.  Since  1960. 
the  Newark.  N.J.  brewer  has  slipped 
from  sixth  to  12th  place  in  the  U.S. 
beer  market.  Says  Richard  H. 
Griebel,  who  was  named  president 
last  year:  "Since  the  early  Sixties, 
unfortunately,  Ballantine  tended  to 
sit  pat,  and  unless  you  keep  mov- 
ing you  can  drop  fast.  We  did.  We 
had  product  problems:  we  ran 
through  four  ad  agencies  in  six 
years;  no  planning  program  en- 
dured long  enough  for  anyone  to 
say  whether  it  was  good  or  bad: 
we  had  no  market  or  pricing  poli- 
cies. But  I  like  challenges." 

Slowdown.  There's  been  a  sharp 
downturn  in  the  rate  of  growth  of 
spending  for  research  and  develop- 
ment in  the  U.S.,  reports  the  Bat- 
(  Continued  on  page  62) 
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READERS  SAY 


How  To  Impress  VIPs 

Sir:  I  was  most  amused  by  your  article 
concerning  how  many  presidents  read 
Forbes  ("Side  Lines."  Dec.  n.  1967). 
You  see.  besides  being  an  airline  steward- 
ess, I  am  also  president  of  Hospitality 
Services  Inc.,  a  company  comprised  of  a 
selected  group  of  airline  stewardesses 
who  act  in  the  capacity  of  hostesses  for 
planned  events  only. 

I  read  your  magazine  cover  to  cover. 
When  I  approach  vice  presidents  inform- 
ing them  of  our  services,  they  are  most 
impressed  with  my  knowledge  of  their 
company,  which  I  must  admit  1  learn 
from  your  magazine. 

— Francine  R.  Novak 
President. 
Hospitality  Services  Inc. 
Chicago.  III. 

Note  from  the  Past 

Sir:  The  story  of  the  meeting  of  the 
financiers  in  Chicago  in  1923  (Forbes, 
Dec.  15.  1967,  p.  14)  is  a  good  one:  un- 
fortunately it  is  apocryphal.  Way  back  in 
the  dim  dead  past.  I  came  across  this 
story  and  did  some  detective  work.  My 
conclusions  were  that  not  only  did  such 
a  meeting  never  take  place  but  that  most 
of  the  people  had  never  met  each  other. 
I  worked  on  the  assumption  that  it  was 
possible  they  met  secretly  and  under  as- 
sumed names — for  no  sensible  reason 
except  it  had  to  be  checked  out.  It  was 
relatively  easy  to  find  the  schedules  for 
Fall.  Kreuger  and  Schwab. 

Incidentally,  the  story  has  appeared  in 
print  as  having  taken  place  in  other  cities 
at  other  times:  New  York,  Pittsburgh, 
Washington  and  Atlantic  City  are  the 
favorites.  One  famous  version  had  the 
meeting  in  1930,  when  a  number  of  the 
people  were  quite  dead. 

— Philip  C.  Wallach 
President, 
Wallach  Associates,  Inc. 
New  York,  NY. 

Blessing,  Heavily  Disguised 

.Sir:  I  concur  heartily  in  your  "No 
Choice  Left"  and  "De  Gaulle  Wishes  Us 
Evil"  comments  (Forbes,  Dec.  I,  1967,  p. 
15).  But  I  do  think  de  Gaulle's  attitude 
is  awakening  our  Congress  to  the  con- 
sequences of  repeated  deficits  and  to  that 
extent  brings  an  ill  wind  that  may  do 
some  good. 

— Harvey  B.  Hansen 
Sun  City,  Calif. 

A  Lively  One 

Sir:  Our  very  real  pleasure  in  the  treat- 
ment of  NUS  Corp.  in  "Washington's 
Think  Factories"  (Forbes,  Dec.  I,  1967) 
was  somewhat  diminished  by  its  not 
bringing  through  the  story  of  our  lively 
Washington   subsidiary,   Consultec,    Inc., 

(Continued  on  page  61) 


DETROIT  EDISON  REPORTS 

Edison  Moves  Forward 
With  Expansion  Program 

Detroit  Edison  will  add  more  than  one  million  kilowatts 
to  its  generating  capabilities  before  the  end  of  this  year. 
And  when  the  present  expansion  program  is  completed 
by  1972,  the  company  will  have  increased  its  generating 
capability  from  4.7  million  to  7.5  million  kilowatts. 

This  $826  million  expansion  is  the  greatest  in  Detroit 
Edison's  64-year  history.  It  is  another  example  of  the 
company's  consistent  policy  of  planning  ahead  to  meet 
the  increasing  electric  energy  needs  of  the  people  in 
Southeastern  Michigan. 

235th  Consecutive  Quarterly  Dividend 

Common  Stock— 35^  per  share  payable  January  15, 1968, 
to  shareholders  of  record  December  21,  1967. 

The  first  quarterly  dividend  of  $1.37V2  per  share  upon 
the  new  preferred  stock  is  payable  January  15,  1968,  to 
hL.ders  of  record  on  December  21, 1967. 

DETROIT  EDISON 

Serving  Growing  Southeastern  Michigan 


Fiberglass 


HATTERAS 

28,  31,  34.  38,  41,  44  and  SO  Ft. 
Motor  Yachts 


41  foot  fiborgloss  Hottora*  ConvortibU 

The  Hatteras  is  built  to  fiberglass 
standards  set  by  Gibbs  &  Cox, 
architects  and  engineers  of  the 
liner  United  States.  It  was 
designed  by  J.  B.  Hargrave, 
whose  forte  is  yachts  costing 
$250,000  and  up.  Write  for  the 
name  of  nearest  dealer.  For  port- 
folio of  color  literature,  enclose 
$1.00. 

HATTERAS 
YACHT  COMPANY 

2U6  Kivett  Drive 
High  Point,  N.  C.  27261 


^#v       ^i8> 


"ACQUISITIONS?" 


Acquisitions  have  helped  AMSTED 
diversify.  Our  products  now  serve 
a  wide  range  of  markets- 
industries,  the  railroads,  and 
utilities.  Sales  were  more  than 
$220  million  in  1967.  We've 
grown  in  66  years  to  33  plants 
in  15  states  and  Canada. 

For  a  copy  of  our  annual  report, 
write  AMSTED  Industries, 
Dept.  F-8,  3700  Prudential  Plaza, 
Chicago,  Illinois  60601 


/%insted 

INOU8TRIE8 
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When  you  picture  Alaska  as 

a  great  oQ  state,  don't 
forget  to  put  Marathon  Oil 
in  the  middle  of  the  picture 


Alaska,  oil  and  Marathon.  A  combina- 
tion you'll  be  hearing  about  for  years  to 
come.  Our  Cook  Inlet  oil  is  flowing  now 
at  around  7,000  barrels  a  day.  In  the 
months  ahead,  10,000,  then  20,000,  then 
more.  Well  located  to  serve  the  boom- 
ing West  Coast  with  the  petroleum  it 
needs.  Oil  is  major  news  in  Alaska,  and 
Marathon  has  helped  to  make  it  so.  Each 
new  discovery  there  has  given  us  a 
stronger  reserves  position— and  right  on 
the  North  American  continent.  Along 
with  growth  in  production,  we're  ex- 
panding our  U.S.  refineries  and  contin- 
uing to  strengthen  our  marketing  opera- 
tions. Alaska,  oil  and  Marathon— a  great 
combination  now  and  for  the  future. 


JUI' 


MARATHON 


MARATHON  OIL  COMPANY 

FirsiDLAY  OMIO 


MOVING  AHEAD-IN  EXPLORATION- PRODUCTION -TRANSPORTATION 'REFINING' MARKETING 'RESEARCH 
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"With  all  thy  getting  gel  understanding" 


Fact  and  Comment 


WANNA  BET? 


Those  people  who  always  know  everything  have  been 
telling  us  for  a  long  time  how  dead  certain  it  is  that  Presi- 
dent Johnson  won't  be  reelected. 

Wanna   bet? 

It's  one  thing  to  be  fed  up  with,  sore  at  the  White  House 
incumbent,  but  something  totally  different  to  translate  that 
into  a  ballot  for  somebody  else. 

While  LBJ  may  be  caught  with  his  polls  down  now.  ten 
months  from  today,  vis-a-vis  a  specific  alternative  candi- 
date, it  could  be  a  very  different  story. 

A  silting  President,  even  a  dumb  one,  is  never  to  be 
confused  with  a  sitting  duck. 


Lyndon  Johnson  isn't  dumb. 
He  isn't  going  to  be  sitting. 
And  he  ain't  no  duck. 

The  dumb  ones  are  those  who  think  that  he  is  dead 
politically. 


WHO  SAID  IT?  YOU'LL  NEVER  GUESS 


Listen  to  this: 

"Unless  government  at  every  level  exercises 
restraint,  there  could  be  disastrous  results 
created,  with  far  more  human  suffering  than 
we  are  trying  to  eliminate  in  the  programs  we 
are  carrying  out  at  home  and  abroad. 

■'Now  we  may  have  reached — and  I  say  this 
in  great  seriousness — we  may  well  have 
reached  in  this  country  a  point  where  the  ris- 
ing pace  of  the  level  of  expectations  of  the 
American  people  is  outrunning  the  capacity  to 
raise  the  revenues  on  a  sound  basis  to  pay  for 
them  without  affecting  the  strength  and  growth 
of  our  economy  and  the  increase  in  job  op- 
portunities. 

"We  are  a  generous  people  by  nature.  We 
want  to  help  those  in  need  at  home  and  abroad. 
But  we  can't  do  it  all  at  once.  And  we,  as  a 
people,  are  close  to  being  dangerously  over- 
committed. 

"In  a  sense,  it's  time  to  balance  our  hopes 
and  our  aspirations  with  the  realities  of  life." 
Those  words  made  front-page  news  the  other  day,  not 
because  of  the  words  themselves,   but   because   of  their 
source — New  York's  Governor  Nelson  Rockefeller. 
To  those  who  like  to  label  things  and  people,  the  New 


HKM 

::::::::-:-:^_:::: 

J* 

r-               -           -A^^- 

_    __    -^32 

J  a  Ij "  ■  —          -  -^ 

'A*  -     '- 

'      /"              , 

^  w                          ^ 

*C '-'        ^Bt"**^      ^i^ 

Uy""      1 

York  Governor  has  long  carried  the  designation  of 
Liberal.  He  has  directed  the  complex  affairs  of  New  York 
State  with  an  unusually  high  degree  of  what  the  labelists 
term  Social  Conscience — with  the  unique  approach  of 
insisting  that  the  state's  multiplying  services  be  on  a  pay- 
as-you-go  basis. 

The  above  observations  by  Nelson  Rockefeller  are  im- 
portant, because  many  political  Hardheads  believe  he  is 
the  only  Republican  Presidential  candidate  who  can  un- 
seat President  Johnson. 

In  the  present  state  of  the  economy  and  in  view  of  the 
politics  of  this  election  year,  the  Governor's  points  are 
timely  on  the  one  hand  and  quite  courageous  on  the  other. 
Hasn't  it  been  a  long  time  since  you  heard  someone  of 
Presidential  stature  suggesting  that  there's  a  bottom  to  the 
American  purse? 

Certainly  most  of  us  didn't  expect  those  observations 
from  Governor  Rockefeller. 
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DOWNRIGHT  EMBARRASSING 


Often  large  numbers  of  Americans  can  be  embarrassed 
by  a  political  candidate.  It  is  rare  that  people  can  be  em- 
barrassed for  a  political  candidate. 

Governor  Romney  achieves — almost  continuously — this 
unique  distinction.  His  Grand  Tour  of  the  World  seemed, 
even  for  him,  a  remarkably  inept  performance,  from  the 
hearty  backslapping  of  the  sorely  wounded  in  Vietnam  to 
the  ponderous  pontificating  of  the  right  platitudes  in  the 
wrong  places. 


It's  because  the  poor  man  means  so  well  that  the  whole 
thing  is  so  painful.  In  the  league  in  which  Mr.  Romney 
is  trying  to  bat,  however,  tenaciousness  and  good  inten- 
tions are  no  substitute'  for  intelligence  and  awareness. 

It  may  seem  a  funny  thing  to  say,  but  I  don't  think  Mr. 
Romney  has  any  enemies  any  longer.  Both  his  friends  and 
his  nonsupporters  will  probably  be  relieved  of  what  has 
become  a  painful  embarrassment  after  the  New  Hamp- 
shire primary. 


THE  BOOMERANGS 


McCitrthy 

With  surprising  frequency  in  politics  as  in  other  mat- 
ters, things  have  quite  the  opposite  effect  from  what  has 
been  predicted  and  intended.  Both  before  and  at  the  time 
that  Senator  Eugene  McCarthy  announced  his  candidacy 
for  the  Democratic  nomination,  most  everyone  saw  this  as 
a  serious  complication  for  LBJ. 

With  the  President's  poll  popularity  relatively  nil,  it  was 
assumed  Senator  McCarthy  would  do  very  well  in  the 
primaries  he  entered.  All  the  unhappy  and  all  the  dis- 
gruntled— who  then  seemed  like  most  of  the  Democrats — 
would  have  a  place  to  polarize.  The  ever-growing  doubts 
about  the  wisdom  of  our  course  in  Vietnam  could  be  ex- 
pressed, and  so  forth. 

As  a  matter  of  fact,  McCarthy's  candidacy  will  have 
almost  the  opposite  effects. 

It  is  awakening  the  Democratic  knockers  to  the  fact 
that  they  had  better  rally  round  the  President  or  they'll 
for  sure  be  routed  out  of  the  national  scene.  McCarthy 
has  no  Kefauver  image,  and  1  think  in  most  of  the  pri- 
maries in  which  he  opposes  Johnson  or  a  Johnson  slate 
he  will  do  so  badly  that  the  President  will  look  stronger 
in  popular  esteem  than  he  actually  is. 

Those  many  who  question  the  wisdom  of  the  President's 
course  of  acceleration  in  Vietnam  certainly  don't  want 
primary  contests  between  the  President  and  Mr.  McCarthy 
to  be  considered  a  referendum  on  the  war's  course. 


The  fact  of  the  matter  is  that  Senator  McCarthy's  can- 
didacy is  turning  out  to  be  one  of  the  better  political 
things  that  has  happened  to  President  Johnson   recently. 

Wallace 

While  on  the  subject  of  opposite  effects  from  those  in- 
tended, it's  a  further  irony  that  the  candidacy  of  Alabama's 
Wallace  also  falls  into  that  category.  Motivated  by  oppor- 
tunism and  a  chance  to  capitalize  on  LBJ's  unpopularity  in 
some  areas,  the  Wallace  candidacy  was  planned  to  bring 
about  the  unseating  of  the  President. 

It  may  well  be  responsible  for  his  reelection. 

Those  Democrats  and  independent  voters  who  most 
vehemently  dislike  Johnson  would  in  November  probably 
vote  for  the  Republican  candidate. 

Except  now  the  Wallace  candidacy,  particularly  in  the 
South,  gives  them  some  place  else  to  go,  a  candidate  far 
more  in  harmony  with  their  views.  So  in  the  South  and 
quite  possibly  in  some  other  key  states  the  Wallace  can- 
didacy will  take  more  votes  away  from  the  Republicans, 
and  probably  result  in  a  plurality  for  Mr.  Johnson. 
*  *  * 

How's  that  for  a  twist — the  two  men  who  are  candi- 
dates for  the  Democratic  Presidential  nomination  solely 
to  git  LBJ  out  of  the  White  House  are  turning  out  to  be 
important  assets  for  those  who  are  trying  to  git  him 
four  more  years. 


LOVE  THAT  LOOT 


There's  one  post-Christmas  chore  I  love. 

Writing  "Thank  you"'  letters. 

The  more  the  merrier,  because  each  one  means  there 
was  a  present  received.  And  wouldn't  you  agree  that  re- 
ceiving presents  is  fun? 

Lots  of  companies  for  many  reasonable  reasons,  I  guess, 
have  a  policy  against  sending  even  Christmas  cards,  never 
mind  things,  at  Christmastime. 

But  our  clan  gets  a  big  kick  out  of  opening  the  Warner- 
Lambert  box  containing  an  assortment  of  their  wares;  we 
argue  over  which  of  the  boys  is  to  get  the  Union  Oil  Com- 


pany necktie  with  its  first-rate  new  logo;  we  can't  wait  to 
mount  the  handsome  Mack  bulldog  on  the  hood  of  the 
car;  we  rotate  choices  among  calendars  and  diaries  (NCR's 
famed  little  red  diary  is  always  the  favorite);  all  the  holiday 
long  we  play  the  marvelous  Christmas  music  LP  sent  by 
Goodyear;  and  the  climax  of  opening  our  corporate  goodies 
is  the  C&O-B&O  "Chessie"  package  which  every  year  is  im- 
aginative, different,  beguiling,  useful  and/or  delightful. 

Now  none  of  these  things  mean  that  Forbes  or  Forbeses 
have  been  "had."  All  of  us,  though,  like  being  thought  of. 

And  most  of  us  love  a  bit  of  loot. 

—Malcolm  S.  Forbes, 

Editor-in-Chief 
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GREEN  CARD 
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T  PUTS   CAR   RENTAL  EXPENSES  IN  THEIR   PLACE.  ONE   PLACE. 

ith  a  National  Central  Billing 
account  you  get  one  bill  each  month 
broken  down  by  office,  division, 
project  or  individual— whatever 
your  needs. . .  just  like  Air  Travel. 

Your  company  qualifies  for  the 
maximum  commercial  discount  it's 
entitled  to. 

Your  men  get  GM  cars  or  other  fine 
makes  at  1219  locations  across 
the  country. 

Send  us  the  coupon  today.  Find  out 
more  about  the  convenience 
and  savings  of  a  National  Central 
Billing  account. 


NATIONAL 

CAR  RENTALS 


In  Canada  and  throughout  the  world,  its  TILOENinterNATIONAL 


where  the  customer  is  always  No.1 

Mail  to:  Donald  Williams 

National  Car  Rental,  Inc. 
5000  Normandale  Road 
Minneapolis,  Minn.  55436 

Get  information  to  nne  about  a  National 
Central  Billing  account. 

Name 


Address- 
City 


-State- 


-Zip^ 
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Forbes 

Canning  a  Market 

In  sharply  different  ways,  Alcoa  and  Reynolds  are  prying  open 
the  all-aluminum  can  market  Reynolds  uses  a  two-edged  sword. 


Getting  the  American  soft-drink  or 
beer  consumer  to  wrap  his  fist  around 
a  cold  drinic  canned  in  aluminum  is  a 
major  preoccupation  of  all  the  alu- 
minum companies.  They  figure  that 
by  1973  aluminum  could  pick  up  per- 
haps 30%  of  a  $3.3-billion  can  market 
vs.  only  7.5%  last  year.  But  wheth- 
er that  aluminum  is  more  likely  to  be 
from  Alcoa  or  Reynolds  will  depend 
heavily  on  which  of  two  divergent 
marketing  strategies  proves  best. 

In  a  sense,  both  companies  are 
responding  to  their  past.  Conservative 
Alcoa  has  left  the  tricky  business  of 
making  and  selling  all-aluminum  cans 
to  its  customers  while  concentrating 
on  supplying  them  the  metal  and  its 
fabulously  successful  fabricated  easy- 
open  top.  Reynolds,  on  the  other 
hand,  is  becoming  a  major  producer 
of  beer  and  soft-drink  cans. 

Whose  Business?  "Only  fools  are 
certain,"  says  Alcoa's  packaging  chief, 


Cliff  Sands,  when  asked  whether 
Alcoa's  philosophy  will  ultimately 
prove  more  profitable  than  Reynolds'. 
But,  says  Sands,  Alcoa  doesn't  intend 
to  revise  its  decision.  In  this  market, 
the  oldest  American  aluminum  pro- 
ducer intends  to  remain  primarily  a 
metal  supplier. 

Not  that  Alcoa  is  a  novice  when 
it  comes  to  canmaking.  To  get  its 
canmaking  customers  to  use  alumi- 
num, the  company  developed  an  alu- 
minum can-producing  process  from 
scratch.  But  Alcoa  prefers,  says  Sands, 
to  let  its  customers  bear  the  risk  of 
■'the  phenomenal  capital  investment 
needed  to  start  a  can  factory." 

Not  only  manufacturing  but  selling 
cans  would  also  require  heavy  ex- 
penditures, he  continues,  and  the  can 
companies  "'have  the  country  covered 
like  the  dew."  Alcoa  would  have  to 
create  an  entirely  new  marketing 
strategy  aimed   at  the  beverage  pro- 


Metal  Producer.  President 
John  Harper's  Alcoa  sells  alu- 
minum and  easy-open  tops  (top 
picture )  to  can  fabricators,  but 
not      the      cans      themselves. 


14 


Metal    Producer    Plus.    But 

President  Richard  Reynolds  of 
Reynolds  sells  both  metal  to 
canmakers  and  cans  to  the 
beer  and  soft-drink  industries. 
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icer  and  break  into  a  heavily  con- 
ited  market.  Though  Alcoa  has  in- 
jrated  forward  in  other  fabricated 
oducts.  Sands  insists  that  each  case 
different.  In  this  case,  he  says,  "You 
ive  an  established  market  situation 
rough  the  can  companies." 
Re\nolds,  by  contrast,  regards  its 
anufacture  of  aluminum  cans  as  a 
latural  evolution."  according  to  Ex- 
rutive  Vice  President  David  Reyn- 
ds:  "Our  company  has  been  in  the 
ickaging  business  since  1918."  Un- 
te  Alcoa.  Reynolds  had  the  market- 
g  system  all  ready  to  go.  "We  have 
very  large  packaging  sales  force. 
'e've  been  calling  on  soft-drink  com- 
mies and  brewers  for  years,  selling 
her  types  of  products."  But  this  at- 
ude  is  hardly  surprising  for  a  com- 
in>  that  started  corporate  life  as  a 
istomer  of  Alcoa,  making  aluminum 
lil.  Only  after  World  II.  with  gov- 
nment  encouragement,  did  Reyn- 
ds  become  a  major  primary  alumi- 
im  producer. 

Necessity  Lane.  For  all  its  psycho- 
gical  readiness  to  venture  into  can- 
aking.  however,  even  Reynolds  took 
e  plunge  only  after  first  fruitlessly 
ying  to  persuade  the  major  canmak- 
s  that  aluminum  could  be  used  eco- 
)mically  in  their  products.  "We  were 
>t  successful  in  convincing  them  of 
at."  says  David  Reynolds.  The  trou- 
e:  The  big  can  companies  balked 
the  major  investments  in  machinery 
:edcd  to  produce  aluminum  cans. 
But  when  Reynolds  took  the  plung.-. 
did  so  with  its  head  down  and  its 
:els  high.  It  already  has  three  can 
ants  and  is  building  a  fourth.  Says 
avid  Reynolds,  "We're  in  the  can 
isiness.  and  we  expect  to  stay  there." 
By  approaching  the  can  market 
th  a  two-edged  sword,  Reynolds 
IS  the  chance  to  benefit  both  as  a 
nmaker  and  a  metal  supplier  to  oth- 
canmakers.  Of  course,  one  edge  of 
;ynolds'  sword  could  be  blunted  if 
1  metal  customers  get  peeved  at 
eynolds'  canmaking.  But  the  atti- 
de.of  American  Can  Vice  President 
harles  E.  Martin  makes  this  seem 
ilikely.  When  asked  if  Canco  would 
ase  ordering  from  a  metal  supplier 
at  was  also  a  canmaker,  he  replies; 
>Io.  no.  We  buy  substantial  quanti- 
s  of  aluminum  from  Reynolds." 
He  continues,  "The  aluminum  peo- 
e  are  the  most  aggressive  people 
>e  ever  run  into.  All  you  can  do  is 
ve  them  an  A-pIus  for  marketing, 
he  world's  best  salesman  is  Fritz 
lose,  chairman  of  the  board  of  Al- 
)a.  "  Which  suggests  that  both  Reyn- 
ds  and  Alcoa,  for  all  the  sharp  dif- 
rence  between  their  strategies,  are 
cely  to  profit  handsomely  from  thf 
jw  aluminum  can.  B 


Awakening  in  Peoria 

Keystone  Steel  tiad  all  the  markings  of  a  snug,  profitable  fortress. 
But  it  should  have  known  that  even  Peoria  is  not  so  far  from  Japan. 


The  blunt  truth  is  that  no  com- 
pany really  likes  competition,  and 
that  goes  double  when  the  competi- 
tion comes  from  abroad  in  the  form  of 
low-cost  imports.  But  competition 
serves  an  essential  purpose:  It  is  a 
goad,  a  challenge  to  the  threatened 
company  to  tone  up  its  own  opera- 
tions and  performance.  That  is  the 
well-learned  lesson  at  Keystone  Steel 
&  Wire  Co.,  a  specialty  steel  producer 
and  fabricator  that,  though  small — 
it  will  gross  only  a  little  over  $160 
million  in  sales  in  its  current  fiscal 
year  ending  June  30 — was  consistently 
far  more  profitable  than  most  of  the 
steel  industry. 

So  well  established  was  Keystone's 
pattern  of  profitability  that  it  seemed 
for  a  time  even  the  import  surge  would 
not  affect  it.  Through  the  first  half 
of  the  1960s,  as  the  large  steel  com- 
panies settled  for  returns  on  equity 
of  6%  to  7%,  Keystone  consistently 
made  half  again  as  much.  Its  basic 
steel  and  wire  business,  centered  in 
Peoria,  was  so  profitable — 8%  to  9% 
on  each  dollar  of  sales — that  Key- 
stone could  almost  afford  less  profit- 
able interests  in  smaller  wire  compa- 
nies and  in  National  Lock  Co.,  a 
maker  of  builder's  hardware.  But 
companies  can  seldom  remain  aloof 
from  common  troubles  forever. 

Money  Answers.  The  profit  mar- 
gins in  the  basic  business  have  thinned 
now,  to  a  still  respectable  6%  by 
Forbes  estimates  in  the  last  fiscal 
year.  Keystone's  return  on  equity  was 
only  7%*  last  year,  will  be  less  than 
that  this  year.  "We  have  lowered  our 
selling  prices  to  make  the  purchase  of 
foreign  steel  less  interesting,"  says 
Chairman  and  President  Walton  B. 
Sommer.  For  a  more  profound  re- 
sponse, Keystone  is  embarked  on  a 
$78-million  expansion  and  modern- 
ization program  over  the  next  seven 
years,  having  just  completed  spend- 
ing $30  million  for  the  same  purpose 
during  the  past  three. 

Keystone's  business  began  back  in 
1889  when  its  wire  fences  started  to 
replace  split  rails  around  the  farms  of 
the  Midwest.  By  1960,  when  im- 
ported steel  really  began  to  bite  into 
the  U.S.  market.  Keystone  had  inte- 
grated backward  to  produce  most  of 
its  own  steel  and  had  broadened  its 
market  to  supply  industrial  and  con- 
struction wire  materials.  Its  tradition- 
al farm  markets  gave  its  operations  a 
stability   against  industry   cycles,   and 


its  inland  position  protected  it  some- 
what from  imports.  Its  workers  be- 
longed to  the  Independent  Steel  Work- 
ers Alliance,  not  affiliated  with  the 
United  Steelworkers,  and  a  strike  had 
not  been  called  on  Keystone  in  close 
to  half  a  century. 

The  Old  Ways.  But  Keystone  was  still 
making  steel  in  open-hearth  furnaces 
unaided  even  by  modern  oxygen  burn- 
ers. It  had  almost  none  of  the  new 
equipment  beginning  to  appear  else- 
where in  the  U.S.  steel  industry,  to 
say  nothing  of  the  up-to-date  Japa- 
nese industry.  The  founding  Som- 
mer family  occupied  almost  every 
important  management  position  when 
Walton,  a  fourth-generation  Sommer, 
became  chief  executive  in  1964 

Sound  like  stagnation?  It  was.  Net 
income  remained  at  $7  million  through 
three  years.  1962-64.  Sales  grew  less 
than  7%  in  that  period.  In  February 
1966  the  workers  struck  Keystone 
for  89  days,  and  profits  for  the  year 
nose-dived  50%. 

But  by  then  Walton  .Sommer  had 
begun  to  awaken  Keystone.  An  ex- 
panded capital  program  bought  the 
oxygen  burners  for  the  furnaces  and 
ordered  continuous  casting  equipment 
that  is  just  now  starting  up.  Keystone 
decided  to  buy  up  most  of  the  minor- 
ity interests  in  its  subsidiaries,  which, 
regularly  contributing  over  40%  of 
Keystone's  sales  but  15%  and  less  of 
its   income,   clearly   needed   attention. 

To  top  it  all,  last  September  .Som- 
mer announced  the  new  capital  pro- 
gram—$78  million  by  1974,  with  .$40 
million  to  be  spent  by  1970.  The  bulk 
of  the  money  will  go  to  the  basic  steel 
and  wire  business — electric  furnaces 
are  to  replace  the  old  open  hearths, 
for  example — to  make  it  competi- 
tive with  imports  and  with  other 
materials  such  as  aluminum.  "These 
things  take  longer  than  we  wish  they 
would,"  says  the  45-year-old  .Sommer 
resignedly.  "And  of  course  we  expect 
an  improvement  in  our  margins,  by 
all  means.  But  back  to  their  former 
levels?  No,  not  in  the  short  term." 

Earnings,  partly  due  to  a  pension 
accounting  change,  will  be  off  in  the 
year  to  June  30  from  last  year's  $3.1 1. 
Sommer  looks  for  an  upturn  in  fiscal 
1969.  Will  the  capital  program  bring 
Keystone  back?  No  one  knows  but  the 
company  will  never  be  the  same  again. 
As  Sommer  puts  it:  "The  import 
thing  certainly  alerted  us  to  a  very 
bad  situation."  ■ 


How  Now,  Howmet? 


In  under  five  years  Howmet  has  converted  itself  into  a  major 
growth  company.  The  question  is,  can  it  keep  up  the  pace? 


In  the  past  few  years  New  York's 
middling-sized  Howmet  Corp.  has 
emerged  as  one  of  U.S.  industry's 
authentic  growth  companies.  Between 
1962  and  1967,  its  per-share  earnings 
rose  something  like  275%  on  a  mere 
75%  gain  in  sales,  while  its  return  on 
equity  broadened  from  7.8%  to  bet- 
ter than  18%.  Considering  that  How- 
met was  put  together  in  the  late  Fif- 
ties and  early  Sixties  through  a  series 
of  acquisitions,  what  is  really  extraor- 
dinary is  that  its  current  growth  has 
been  almost  entirely  internal.  "How- 
met may  have  been  put  together  on  a 
pretty  opportunistic  basis."  says  John 
Burke,  the  company's  able  young 
president,  "but  there  was  some  pretty 
sound  judgment  involved  in  that 
opportunism." 

Growth  &  Supergrowth.  Unlike  most 
acquisition-based  companies,  How- 
met's  major  problem  in  recent  years 
has  not  been  what  it  acquired,  but 
what  it  did  with  the  acquisitions. 
Until  Burke  came  to  the  company 
three  years  ago,  Howmet  had  been  a 
haphazardly   organized   and   not   par- 


ticularly profitable  group  of  largely 
autonomous  metals  and  metal-fabri- 
cating businesses.  Burke  set  about 
welding  these  individual  businesses 
into  a  single  company  in  which  the 
parts  bore  a  relationship  to  the  whole. 
In  the  process  he  called  a  halt  to  How- 
met's  acquisition  program.  "We  felt 
the  great  potential  for  increasing  profit 
was  in  the  businesses  we  had.  not  in 
making  acquisitions  that  might  cause 
us  to  stub  our  toes." 

In  so  doing.  Burke  had  a  great 
deal  going  for  him.  For  Howmet  had 
pinned  its  fortunes  on  some  extremely 
dynamic  growth  industries.  Its  super- 
alloys  group  (60%  of  current  sales) 
produces  what  the  trade  calls  "invest- 
ment" castings  (mainly  gas  turbine 
components)  for  the  aircraft  industry, 
and  the  aircraft  industry's  growth  is 
running  around  20%  a  year  these 
days.  Its  aluminum  group  (35%  of 
sales)  ranks  as  the  U.S."  largest  inde- 
pendent sheet  producer,  and  demand 
for  sheet  and  coil  has  been  growing 
around  15%  annually.  Its  professional 
products   group    (5%    of  sales)    pro- 


duces medical  and  dental  equipment 
(mainly  special  alloy  orthopedic  im- 
plant devices),  and  the  medical  market 
has  been  growing  at  20%  annually. 

But  Burke  proceeded  to  make, a 
good  thing  even  better.  Quite  apart 
from  his  rigorous  emphasis  on  earn- 
ings growth  and  return  on  investment, 
he  set  about  upgrading  Howmet's  ex- 
isting operations — doubling  the  ca- 
pacity of  its  investment  casting  oper- 
ations, joining  French  aluminum  giint 
Pechiney  (which  controls  Howmet  by 
owning  46%  of  its  common)  in  tak- 
ing a  50%  interest  in  Amax's  Intaico 
aluminum  project,  a  move  which  last 
year  enabled  Howmet  substantially  to 
improve  its  aluminum  profits  on  the 
first  shipments  of  low-cost  Intiico 
metal — despite  a  sharp  (perhaps 
30% )  drop  in  sales.  "You  always 
need  to  improve  what  you've  got," 
Burke  says,  "but  basically  that  p.irt 
of  the  job  has  been  done." 

Expansion  Phase.  Thus,  in  the 
past  year  or  so.  Howmet  has  been 
gearing  itself  to  move  into  a  new  and 
more  expansive  phase.  The  most  ob- 
vious sign  is  that  it  has  recently  made 
two  small  acquisitions,  its  first  in 
three  years — National  Distillers'  H.W. 
Loud  subsidiary  (aircraft  landing 
gear)  and  Firth-Loach  Metals  (tung- 
sten-carbide cutting  tools). 


The  First  Hundred  Years 

With  paper  and  plywood  both  off,  the  U.S.  Plywood-Champion  Papers 
merger  got  off  to  a  bad  start.  But  the  prospects  are  still  bright. 


When  U.  S.  Plywood  and  Champion 
Papers  merged  last  February,  neither 
Karl  R.  Bendetsen,  the  merged  com- 
pany's new  chairman,  nor  Gene  C. 
Brewer,  its  president,  had  any  delu- 
sions that  they  had  picked  anything 
like  the  ideal  moment  to  plight  their 
corporate  troth.  "We  didn't  think  that 
1967  would  be  a  good  year  when  we 
merged,  and  it  wasn't,"  says  Bendetsen. 
Even  before  the  merger,  the  building 
materials  business  had  already  run  into 
trouble  in  response  to  the  sharp  decline 
in  housing  starts  that  began  in  the  last 
half  of  1966.  Plywood  production  and 
prices  fell  correspondingly:  and  though 
the  situation  had  begun  to  improve 
by  the  time  the  merger  took  place,  the 
prospects  were  still   fairly  grim. 

Double  Trouble.  But  neither  Bendet- 
sen nor  Brewer  could  have  been  ex- 
pected to  foresee  that  U.S.  Plywood's 
paper  profits  would  go  into  a  tailspin  as 
well.  With  the  U.  S.  economy  moving 
sidewise,  advertising  revenues  de- 
clined, and  the  demand  for  U.  S.  Ply- 
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wood's  uncoated  papers — one  of  its 
most  important  products — leveled  off. 
At  the  same  time  capacity  rose  3%  to 
4%,  and  prices  weakened.  The  inevita- 
ble happened:  Beginning  in  the  second 
quarter,  USP's  paper  earnings  headed 
downward  as  well.  Mourned  Bendet- 
sen: "This  has  been  a  depressed  year." 

The  result;  Last  year  U.  S.  Ply- 
wood-Champion Papers  turned  in  the 
forest  products  industry's  most  disap- 
pointing performance.  By  the  nine- 
month  point,  per-share  earnings  were 
off  a  good  34% — the  sharpest  drop  of 
any  major  company.  Moreover,  despite 
an  upturn  in  the  fourth  quarter,  full- 
year  earnings  were  still  off  something 
like  24% .  It  was  cold  comfort  to  re- 
call that  U.  S.  Plywood  alone  suffered 
a  more-than-50%  earnings  decline 
when  plywood  prices  collapsed  back  in 
1960  and  1961. 

Overall,  however.  Brewer  and  Ben- 
detsen have  reason  to  be  encouraged 
by  the  company's  progress  in  1967.  For 
one  thing,  the  company  had  positioned 
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"We  wanted  to  build  on  the  strength 
we  already  have."  Burke  says,  "to 
broaden  our  base  by  moving  into 
growth  products  related  to  our  exist- 
ing businesses.  About  two  years  ago 
we  began  studying  various  fields  we 
thought  we  ought  to  be  in — aircraft 
was  one  of  them,  superalloy  and  titani- 
um fastener  stock,  metal  powders,  ti- 
tanium, tungsten-carbide  cutting  tools 
were  others — and  we  started  internal 
development  programs  aimed  at  these 
product  lines.  Having  laid  out  our  ob- 
jecti\es.  we  try  to  see  whether  it  makes 
sense  to  try  to  get  together  with  some- 
one else  or  to  do  it  on  our  own."  In 
recently  moving  into  titanium  and 
fastener  stock,  for  instance.  Howmet 
decided  to  do  the  job  on  its  own.  But 
it  acquired  Firth-Loach  to  establish 
itself  in  tungsten-carbide  tools,  and 
H.W.  Loud  both  to  establish  itself 
in  the  aircraft  industry  and  to  acquire 
the  machining  capability  its  invest- 
ment casting  operations  had  lacked. 
"This  isn't  an  opportunistic  approach 
to  acquisitions,"  Burke  comments,  "but 
a  development  of  our  internal  plans. 
If  we  couldn't  make  an  acquisition 
we'd  go  ahead  anyway.  Don't  expect 
to  see  an  acquisition  a  month  coming 
out  of  Howmet.  but  we  would  hope  for 
a  couple  or  three  a  year." 

What   areas   are    these   acquisitions 


likely  to  come  in?  For  one,  Burke 
hopes  to  build  a  group  of  specialty 
metal  products  (like  tungsten-carbide 
tools)  within  the  superalloys  groups 
that  would  be  quite  distinct  from 
Howmet's  gas-turbine  components. 
For  another,  he  makes  no  pretense 
about  Howmet's  ambitions  in  alumi- 
num. Howmet  is  already  planning  to 
join  Pechiney  in  building  a  new 
primary  aluminum  plant  in  the  East 
(Maryland  looks  like  the  most  likely 
location),  and  to  match  that  expanded 
capacity  Burke  would  like  to  expand 
Howmet's  fabricating  operations  be- 
yond sheet  and  coil  into  other  fabri- 
cated and  semifabricated  aluminum 
products — extrusions,  foil,  wire  and 
cable,  among  others.  Ultimately  he 
sees  the  need  of  a  third  large  division 
to  counterbalance  aluminum  and 
superalloys — the  emerging  specialty 
metals  group  might  do  the  job.  and 
so  might  the  small  but  fast-growing 
professional  products  group. 

Vaunting  Ambition.  Clearly,  Burke 
has  set  himself  some  ambitious  op- 
erating objectives,  but  even  these  are 
only  ancillary  to  Howmet's  more 
basic  financial  goals:  a  20%  aver- 
age annual  increase  in  earnings  per 
share,  a  better  than  20%  return  on 
stockholders'  equity.  But  considering 
Howmet's  past  record  and  the  growth 
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Burke  of  Howmet 

prospects  of  its  businesses,  they  are 
by  no  means  impossible  goals — even 
without  any  major  acquisitions.  "It's 
a  difficult  goal,"  Burke  admits,  "but 
we  think  we  can  achieve  it  within  a 
few  years.  If  you're  not  in  the  race 
to  win,"  he  adds,  "you  ought  to  be 
in  some  other  event."  ■ 


Chairman   Bendetsen 

itself  to  take  full  advantage  of  any  im- 
provement that  may  come  in  the  build- 
ing materials  business  this  year.  As 
Brewer  points  out.  "We  have  achieved 
increased  penetration  of  the  market 
and  have  cleared  up  our  inventory." 


Presidertt  Brewer 

.He  adds:  "I  think  plywood  prices  will 
be  a  little  better  in  1968.  Our  business 
has  been  so  good  recently  that  it  is 
difficult  to  increase  our  inventories.  We 
anticipate  good  business  all  winter  and 
a  pickup  in  the  spring." 


Even  better  are  U.  S.  Plywood's 
paper  prospects.  Except  in  coated  pub- 
lication paper,  paper  demand  has 
picked  up  encouragingly  in  recent 
months,  prices  have  firmed,  and  1968 
should  prove  a  more  normal  year. 

Most  encouraging  of  all.  despite 
1967's  dismal  record,  is  the  evidence 
suggesting  that  the  U.  S.  Plywood  mer- 
ger is  going  to  be  every  bit  as  effective 
in  increasing  raw  material  utilization 
and  lowering  unit  costs  as  Brewer  and 
Bendetsen  had  expected  it  to  be.  "The 
merger,"  says  Brewer,  "made  us  into 
a  single  entity  with  both  parts  stronger 
in  every  way.  We  really  expect  to  make 
our  two  plus  two  equal  five."  Adds 
Bendetsen:  "We  are  accomplishing  sav- 
ings in  accounting,  transportation  serv- 
ices and  other  areas.  We  can  and  are 
making  ourselves  stronger.  This  is 
something  you  don't  do  overnight.  Our 
forward  firm  plan  projected  through 
1972  will,  we  believe,  achieve  a  com- 
pound annual  growth  in  earnings  of 
from  12%  to  15% — without  regard  to 
any  other  fields  we  might  enter.  In 
terms  of  the  development  of  our  great 
potential  as  a  merged  company,  we  are 
only  just  married." 

In  marriage  as  in  mergers,  it  is  the 
first  year  (if  not  the  first  hundred  as 
the  adage  has  it)  that  is  the  hardest.  ■ 
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A  Future  Even  Rosier? 

The  British  firm  of  Rolls-Royce  Ltd.  already  powers 
half  the  Free  World's  fleet  of  commercial  jets.  Now,  with 
devaluation,  it's  after  an  even  bigger  share  of  market 


When  the  average  American  hears 
ih^  name  ■"Rolls-Royce,"  he  thinks  of 
a  plush  automobile  that  can  cost  any- 
where from  $19,600  for  an  ordinary 
model*  to  $50,000  for  a  really  fancy 
job  fit  for  a  head  of  state.  But  to  any- 
one familiar  with  the  aircraft  business. 
Rolls  is  the  second-largest  jet  engine 
manufacturer  in  the  non-Communist 
world  (after  United  Aircraft's  Pratt 
&  Whitney  division).  Under  the  slick 
management  of  its  chairman.  Lord 
Kindersley,  and  the  company's  chief 
executive  and  deputy  chairman.  Sir 
Denning  Pearson,  Rolls  is  now  driving 
ahead  in  world  markets  generally— 
and  in  the  U.S.  specifically. 


*The  British  Motor  Corp.  makes  an  automobile 
called  a  Vanden  Plas  Princess  R,  powered  by  a 
Rolls  engine,  that  sells  for  a  mere  $6,895. 


The  American  plum  that  Rolls  is 
after  at  the  moment  is  to  become  the 
supplier  of  the  engines  for  the  so-called 
"airbus,"  the  short-haul,  200-300  pas- 
senger, low-fare  aircraft  now  under 
way  at  Lockheed  (the  Lockheed  L- 
1011)  and  at  McDonnell  Douglas 
(the  Douglas  DC-10).  Rolls  has  one 
positive  thing  going  for  it:  Since  deval- 
uation, prices  have  been  reduced  in 
varying  percentages  on  products  rang- 
ing from  limousines  to  jet  engines,  and 
this  gets  its  airbus  engine  bids  down  to 
around  $500,000  each.  According  to 
industry  sources,  this  is  about  $100,- 
000  less  than  a  comparable  engine 
from  other  manufacturers. 

Regardless  of  how  well  it  does  on 
the  airbus,  Rolls  still  has  racked  up 
some  impressive  recent  victories: 


•  It  has  received  a  U.S.  Air  Force 
contract  worth  an  estimated  $100  mil- 
lion to  develop  and  manufacture,  to- 
gether with  General  Motors"  Allison 
division,  a  turbofan  engine  called  the 
TF  41 -A- 1  to  power  the  Ling-Temco- 
Vought  A-7D  Corsair  II  close-sup- 
port aircraft.  The  engine,  basically 
an  adaption  of  the  Rolls  Spey-62,  is 
to  be  manufactured  50-50  by  Rolls 
and  Allison. 

•  It  has  put  itself  in  the  position  of 
being  the  supplier  of  the  engines  for 
the  French-English  supersonic  trans- 
port, the  Concorde,  by  the  simple  ex- 
pedient of  buying  (for  the  equivalent 
of  $176  million)  the  company  that 
originally  won  the  contract,  Bristol 
Siddeley  Engines,  Ltd. 

Early  Start.  This  sort  of  record  is 
remarkable  in  view  of  the  generally 
poor  state  of  industrial  health  in  Brit- 
ain as  a  whole,  and  in  England's  air- 
craft industry  in  particular. 

How  to  explain  it? 

When  they  talk  about  the  company's 
success,  both  Kindersley  and  Pearson 
hark  back  to  Sir  Henry  Royce.  the  en- 


Long  Way  Home 


LibbeyOwens-Ford's  highly  touted  new  corporate  strategy  seems 
to  be  running  into  a   problem:   LO-F's   traditional   complacency. 


V* 


When  a  new  president  takes  charge 
of  a  once  highly  profitable  company 
and  immediately  begins  to  talk  about 
aggressive  diversification  and  acquisi- 
tion plans,  the  financial  community  is 
apt  to  start  buzzing  with  speculation 
about  a  potentially  bright  turnaround 
candidate.  In  fact,  the  difficulty  that 
now  faces  President  Robert  G.  Win- 
gerter  (left)  of  Toledo-based  Libbey- 
Owens-Ford,  the  leading  producer  of 
glass  for  the  automotive  industry,  is  to 
support  the  buzzing  by  matching  his 
year-old  promise  of  aggressive  spend- 
ing for  diversification  with  some  ac- 
tual fulfillment. 

Advantages.  There  is  no  doubt  that 
Wingerter  has  plenty  going  for  him  at 
L-O-F.  Not  only  is  the  company  debt- 


free;  its  balance  sheet  also  sports  cash 
items  of  over  $88  million,  or  some 
30%  of  assets.  In  addition,  L-O-F  has 
for  decades  enjoyed  one  of  the  strong- 
est marketing  positions  in  the  automo- 
tive industry.  As  General  Motors'  sole 
supplier  of  glass  until  1961,  L-O-F  had 
what  amounted  to  guaranteed  sales 
and  profits  from  one  product,  a  posi- 
tion it  might  have  used  to  broaden  its 
product  line.  L-O-F's  glass  technology 
might  also  have  been  used  as  a  foun- 
dation for  expanding  its  building-sup- 
plies business. 

Wingerter  recognizes  how  many  op- 
portunities for  growth  the  company 
has  been  passing  up.  "The  organiza- 
tion has  been  oriented  to  serve  the  au- 
tomotive industry  at  the  expense  of  the 
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'ineering  genius  who  founded  the  coni- 
>any  in  1906  with  a  London  car  dealer 
lamed  Charles  Rolls.  (The  English 
(vorkers  who  build  Rolls-Royce  cars 
refer  to  the  plant  as  the  "Royce" 
slant,  not  the  "Rolls.")  Not  only  did 
Jir  Henry  insist  on  the  highest  possible 
jualit\  in  his  cars,  but  he  was  also 
ronlinually  pushing  into  new  fields. 
Early  in  World  War  I,  when  diversifi- 
ration  was  almost  an  unknown  word 
n  business,  he  saw  the  opportunity  to 
)ranch  off  into  the  aircraft  engine  busi- 
less,  so  that  it  was  Rolls-Royce  that 
;upplied  the  Eagle  engines  for  the 
amous  Vickers  Vimy  bombers.  (In 
1919.  a  Vickers  Vimy  made  the  first 
lonstop  transatlantic  flight.) 

The  Hurricanes  and  Spitfires  of 
Vorld  War  II  were  powered  by  Rolls- 
Ro\ce  .Merlins,  and  in  1945  the  first 
et  aircraft  to  establish  a  world  speed 
■ecord  was  the  Gloster  Meteor,  pow- 
ired  by  Rolls-Royce  Derwent  turbo- 
et  engines. 

Rolls  was  enough  of  a  pioneer  in 
cts  so  that  the  first  Pratt  &  Whitney 
ets  were  built  on  a  Rolls  license.  The 
irst  jet  airliner  to  enter  commercial 
ervice  on  the  North  Atlantic  was  a 
4awker  Siddeley  Comet  4  powered 
>y  a  Rolls'  Avon  engine,  and  the  Boe- 
ng  707-420S  and  Handley  Page  Vic- 
ors  were  the  first  planes  to  go  into 
ervice  with  turbofan  engines — Rolls- 
loyce  Conways.  Aircraft  engines  now 
iccount  for  some  86%  of  Rolls'  busi- 
less:  Half  of  the  western  world's  com- 
nercial  jet  aircraft  and  perhaps  15%- 
!0<~f  of  all  U.S.  jet  transports  are  pow- 
;red  by  Rolls  engines. 

Key   to   Profits.    Possibly    the   most 


successful  jet  engine  of  its  class  in  the 
world  is  Rolls"  Spey,  which  powers 
not  only  the  British  Aircraft  Co.'s 
BAC-111,  but  the  Grumman  Gulf- 
stream  II,  the  Hawker  Siddeley  Buc- 
caneer, the  Fokker  Fellowship  as  well 
as  the  McDonnell  Phantom  II  that  is 
being  produced  for  the  Royal  Air 
Force  and  Navy. 

In  addition  to  its  aircraft  engine 
division  and  its  automobile  division 
(which  also,  incidentally,  makes  en- 
gines for  tanks  and  other  military  ve- 
hicles) Rolls  has  an  industrial  engine 
division  that  went  into  production  in 
1950:  it  now  exports  80%  of  its  pro- 
duction for  an  assortment  of  vehicles 
such  as  locomotives,  boats,  earth-mov- 
ing equipment  and  other  heavy-duty 
machinery. 

It  is  the  jet  engine,  however,  that 
makes  Rolls  what  it  is.  Rolls,  indeed, 
outperforms  United  Aircraft.  On  1966 
sales  of  $480  million.  Rolls  earned 
some  $14.8  million,  or  about  3%, 
while  in  the  first  nine  months  of  1967, 
United  earned  $39.3  million  on  $1.6 
billion,  or  about  2.5%. 

Now.  if  Rolls  can  only  become  the 
supplier  of  engines  for  the  airbus,  it 
will  soar  even  higher.  Quite  aside  from 
the  advantage  in  price  created  by  de- 
valuation. Deputy  Chairman  Pearson 
believes  the  company  has  one  other 
thing  going  for  it:  "The  key  to  success 
with  jet  engines,"  he  says,  "is  the  abili- 
ty to  operate  at  high  temperatures,  and 
there  we  are  ahead  of  everyone."  Pos- 
ing a  problem,  however,  is  the  fact 
that,  given  the  U.S.  balance-of-pay- 
ments  problem.  Washington  prefers 
Americans  to  "buy  American."  How- 


Pearson  of  Rolls-Royce 

ever,  as  the  Air  Force's  50-50  con- 
tract with  Rolls  and  Allison  indicates, 
this  policy  is  not  carried  to  an  ex- 
treme. 

Moreover,  even  if  Lockheed  and 
McDonnell  Douglas  decide  not  to  de- 
sign the  airbus  around  the  Rolls  en- 
gine, any  airline  that  buys  the  plane 
could  specify  it.  This  would  necessi- 
tate modifying  the  plane,  of  course, 
and  that  would  cost  money.  But  since 
the  Rolls  engine  will  sell  for  about 
$100,000  less,  the  added  expense,  if 
there  is  one,  would  not  be  too  painful. 
Thus,  Rolls  will  have  two  shots  at 
powering  the  airbus.  It  could  miss 
both  of  them,  but  it  won't  be  for 
lack  of  trying.  ■ 


ronstruction  field."  he  says.  "We  cer- 
ainly  have  not  pushed  the  specialty 
•lass  items  in  the  construction  field, 
ind  we're  taking  a  real  hard  look  at 
hat.  I  feel  we  have  an  obligation  to 
)ur  distributors  to  supply  them  with 
I  significant  product  line  that  doesn't 
lecessitate  them  having  to  go  to  our 
:ompetitors." 

L-O-F  did  introduce,  in  1965,  what 
t  called  a  "revolutionary  new  proc- 
ss"  for  coating  glass  that  Wingerter 
)elie\es  can  be  used  to  capture  an  esti- 
nated  $100-million  market.  In  1966 
I  new  type  of  Thermopane  insulating 
;Iass  was  introduced,  representing  an- 
ther $70-million  potential  market. 
Jut  neither  of  these  developments  has 
.'et  begun  to  contribute  significantly  to 
:ither  sales  or  profits. 

In  fact.  Wingerter  is  now  beginning 
o  talk  poor-mouth,  despite  all  the  cor- 
x)rate  wealth  he  inherited.  "Although 
)ne  of  our  main  desires  is  to  commit 
)ur  capital  more  aggressively,"  he  says, 


"at  the  same  time  I  have  to  admit  that 
L-O-F  has  been  spending  more  on  ex- 
pansion and  capital  improvement  than 
we  have  developed  internally  by  cash 
flow  after  dividend.  In  fact,  in  the  last 
four  years  we  have  spent  $32  million 
more  than  we  have  generated  internal- 
ly. This  is  not  something  critical  yet, 
but  it  is  certainly  something  we  have 
to  reverse  in  the  long  term.  I  definitely 
feel  a  great  heat  on  my  behind  to  get 
those  earnings  up." 

Movement?  In  his  first  year  in  office 
— he  came  from  top  management  jobs 
at  Rockwell-Standard  and  Timken 
Roller  Bearing — Wingerter  is  reor- 
ganizing the  company  to  cover  six 
market  areas  outside  of  automotive 
glass,  and  has  delegated  greater  re- 
sponsibility for  action  and  account- 
ability for  results  to  the  heads  of  those 
areas.  "I'm  trying  to  organize  for 
better,  more  aggressive  marketing  in 
nonautomative  areas  where  we  have 
not  been  as  strong  as  we  should  have 


been,"  he  says.  "We  didn't  have  any 
corporate  planning  as  such  here  when 
I  came.  It  was  my  job  to  get  it  started." 

But  Wingerter  is  also  frank  to  ad- 
mit that  for  all  the  talk  of  aggressive- 
ness, by  and  large  L-O-F  has  not 
broken  out  of  its  traditional  confines, 
or  tapped  any  major  new  markets,  or 
made  any  acquisition  attempts.  Is  he 
beginning  to  be  infected  by  L-O-F's 
traditional  corporate  complacency,  the 
kind  that  enabled  L-O-F  managements 
in  the  past  to  settle  for  its  established 
GM  business? 

"I  haven't  panicked,"  he  says,  "but 
there  are  moments  when  I  feel  that 
with  our  cash  position  and  our  asset 
position,  we  ought  to  keep  the  powder 
dry  awhile;  let  other  people  get  in 
trouble  if  there  truly  is  a  recession 
coming  on."  L-O-F  may  be  a  turn- 
around candidate,  but  from  all  the 
portents  today  the  turnaround  could 
be  a  long  time  coming,  to  say  the 
least.  ■ 
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The  Rocket-Like  Pace  at  Teledyne 

Henry  Singleton  and  his  colleagues  at  Teledyne  have  created  a  huge  $1.4 
billion  in  market  value  where  nothing  existed  a  few  years  ago.  How?  By 
doing  the  obvious  things,  but  by  doing  them  better  tthan  others  did. 


Why  do  otherwise  intelligent  men  fre- 
quently pour  out  hard  cash  to  pay  ri- 
diculous prices  for  untried  electronics 
companies  with  fancy  names?  One  rea- 
son is  cases  like  Teledyne. 

Like  many  a  smallish  electronics 
company,  Teledyne  was  created  in 
1960  when  the  boom  in  new  electronic 
issues  was  still  running  strong.  Unlike 
most  of  its  type,  however,  Teledyne 
showed  real  staying  power.  In  1965 
when  the  company  was  a  lusty  five 
years  old,  it  had  sales  of  nearly  $40 
million  and  assets  of  $67  million.  Its 
stock  had  not  collapsed  in  the  1961- 
62  new-issue  fiasco,  nor  had  its  sales 
growth  slowed  down. 

Impressed,  Forbes  editors  devoted 
two  pages  to  the  company  {Aug.  15, 
1966).  In  the  article,  Teledyne's  Chair- 
man Dr.  Henry  E.  Singleton  outlined 
his  ambitions.  They  were  king-sized 
ones.  He  said:  "General  Motors, 
AT&T,  U.S.  Steel,  du  Pont — I  want  to 
build  a  company  of  that  type."  He 
clearly  meant  it.  Said  Forbes:  "It's 
going  to  be  a  dangerous  race,  but  an 
exciting  one." 

An  exciting  race  it  has  been,  and 
the  danger  seems  about  over.  Since 
1960  Teledyne  has  acquired  some- 
thing over  80  companies,  most  of 
them  small  outfits  dealing  in  elec- 
tronics, geophysics  and  specialty  met- 
als. It  piled  up  sales  for  the  year 
ended  this  past  Oct.  31  of  $451  mil- 
lion, profits  of  nearly  $22  million  (or 
$2.66  per  share).  Right  now  it  is  do- 
ing business  at  an  annual  rate  of 
more  than  $500  million,  and  not  one 
of  its  acquired  companies  is  operat- 
ing in  the  red.  This  month  in  its  first 
appearance  in  Forbes  Annual  Report 
on  American  Industry  {Jan.  1),  Tele- 


dyne led  all  414  companies  in  growth 
both  of  sales  and  of  earnings. 

Its  stock,  which  looked  sky-high  at 
its  1966  multiple  of  nearly  40  times 
earnings,  is  even  higher  at  50  times 
earnings.  But,  and  this  is  a  big  but, 
earnings  have  almost  trebled  over  the 
two  years  and  so  has  the  price  of 
the  stock.  As  a  result,  this  company, 
which  did  not  even  exist  until  the  be- 
ginning of  this  decade,  boasts  $1.4  bil- 
lion as  the  combined  market  value  of 
its  common  stock  and  convertible  secu- 
rities (roughly  the  same  as  that  of 
Bethlehem  Steel,  which  has  five  times 
the  sales  and  12  times  more  equity 
capital).  Most  of  this  huge  sum  of 
capital  was  literally  created  out  of  thin 
air  by  the  entrepreneurial  skill  of 
Henry  Singleton  and  his  colleagues. 
Little  wonder  that  ordinary  investors 
are  willing  to  pay  fancy  prices  for 
stocks  of  small  companies  with  even 
a    remote    resemblance    to    Teledyne. 

What  did  Teledyne  have  that  others 
did  not  have?  Products?  Nothing  that 
others  didn't  have.  Money?  Very  little 
of  it:  Teledyne's  original  capital  was 
$450,000,  and  it  has  yet  to  make  a 
really  massive  acquisition.  Good  man- 
agement? Of  course,  but  that  is  merely 
an  after-the-fact  label.  Question  Henry 
Singleton,  the  articulate  and  techno- 
logically oriented  boss  (he  holds  three 
degrees,  B.S.,  M.S..  Sc.D.,  from  Massa- 
chusetts Institute  of  Technology)  and 
he  replies:  "People."  Press  him  further, 
and  he  repeats:  "People." 

Like  Tennis 

"Our  guys  are  winners,"  he  insists, 
"It's  the  right  people  who  count,  not 
some  method  of  doing  things.  We  don't 
have  any  secret  process;  our  methods 


are  quite  similar  to  those  of  others." 

"Business  is  something  like  a  tennis 
tournament.  Everyone  plays  the  same 
game  the  same  way,  only  somebody 
plays  a  little  better,  that's  all. 

"We  could  go  through  some  gobble- 
degook  about  how  we  invented  some- 
thing that  gave  us  a  leg  up — like 
Xerox  did.  But  I  don't  believe  all  that 
stuff. 

"I'm  inclined  to  let  those  manage- 
ment theorists  go  right  ahead  and  theo- 
rize about  systems  and  methods  and 
organization.  My  view  of  the  theorists 
is  that  they  are  not  managers.  What 
they  do  is  go  and  observe  some  man- 
agers and  then  abstract  what  it  is  they 
see  them  doing.  Since  there  are  sev- 
eral kinds  of  managers,  they  like  to 
try  to  classify  them. 

"But  I  don't  think  that  has  much  to 
do  with  the  way  the  doers,  the  cre- 
ators, the  managers,  really  operate. 
These  people  just  go  ahead  and  do 
what  they  think  is  best  for  their  com- 
panies in  the  environment  in  which 
they're  operating.  They  don't  follow 
the  theorists;  the  theorists  follow 
them." 

It  would  be  hard  to  conceive  a  more 
brilliant  group  than  the  one  Single- 
ton assembled  to  start  Teledyne. 
Singleton  is  a  lean,  self-assured  man 
who  worked  in  physics  research  during 
the  1940s  at  M.I.T.  and  at  the  Naval 
Ordnance  Laboratory.  At  Hughes  Air- 
craft Co.  in  the  early  Fifties  he  came 
in  contact  with  some  of  the  Whiz  Kids 
who  earlier  had  reorganized  Ford  and 
who  later  built  Litton  Industries.  In 
1952  he  moved  over  to  North  Ameri- 
can Aviation,  where  he  was  in  charge 
of  engineering  for  navigation  systems. 
In   1954  he  joined  Litton  Industries, 


The  First  Big  One.  IHAS  stands  for  inertial  helicopter  avionics  system, 
and  it  spells  big  money  for  Teledyne,  its  first  really  big  money.  The  series  of 
little  black  boxes  that  grew  out  of  Teledyne's  combined  systems  and  semi- 
conductor knowhow  has  tremendous  applications  in  modern  warfare.  It 
does  three  things:  1)  it  enables  helicopters  to  take  off,  fly  and  land  in 
remote  areas  without  benefit  of  ground  navigation  aids — even  in  the  worst 
weather;  2)  it  enables  helicopters  to  fly  in  tight  formation — even  in  zero- 
visibility;  and  3)  it  enables  helicopters  to  maneuver  in  formation  over  diffi- 
cult terrain  without  requiring  the  pilots  to  so  much  as  touch  the  controls. 
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where  he  eventually  became  general 
manager  of  the  electronic  equipment 
division.  When  he  left  to  start  Tele- 
dyne  in  1960,  that  division  had  grown 
from  scratch  to  S80  million  in  sales. 

Another  Litton  alumnus  was  Dr. 
George  Kozmetsky.  a  management 
professional  who  had  taught  at  Har- 
vard Business  School.  Kozmetsky  and 
Singleton  put  up  equal  $225,000 
shares  to  start  the  company.  Singleton's 
present  holdings  in  Teledyne  are  now 
worth  about  S44  million,  Kozmetsky's 
around  S35  million.  Kozmetsky  was 
executive  vice  president  when  he  left 
in  1966  to  become  dean  of  the  new 
graduate  business  school  at  the  Uni- 
versity of  Texas. 

.An  early  booster  of  Teledyne  is 
Arthur  Rock,  the  41 -year-old  San 
Francisco  financier  who  has  struck 
it  exceedingly  rich  by  backing  both 
Teledyne  and  Scientific  Data  Systems. 
Rock  helped  Singleton  over  the  un- 
familiar financial  hurdles,  and  he  still 
is  a  member  of  the  three-man  execu- 
tive committee  of  Teledyne's  board 
(along  with  Singleton  and  President 
George  Roberts). 

On  the  technical  side.  Singleton  was 
aided  by  Dr.  Claude  E.  Shannon, 
Donner  Professor  of  .Science  at  M.I.T., 
the  "father  of  information  theory" 
and  a  Teledyne  director  from  the  start. 
Shannon  has  made  huge  technological 
contributions  to  Teledyne's  electronic 
control  systems  business.  Other  tech- 
nical contributions  came  from  38-year- 
old  Dr.  Jay  Last,  whom  Singleton 
hired  away  from  Fairchild  .Semicon- 
ductor in  1960  to  start  Teledyne's  own 
semiconductor  operations.  Last  now  is 
worth  some  S4  million  in  Teledyne 
stock,  and  functions  as  Singleton's  top 
technological  liaison  with  Teledyne's 
many  acquired  companies. 

The  First  Acquisition 

Aside  from  the  original  investment, 
this  group  was  literally  all  that 
Teledyne  had  in  1960.  To  get  a  plant, 
Teledyne  bought  a  near-defunct  com- 
pany called  Amelco.  It  was  hardly  an 
auspicious  start.   "It   consisted,"  says 


Chairman   Henry   Singleton 

Singleton,  "of  a  plant,  some  equip- 
ment and  a  handful  of  people." 

But  Singleton  and  his  aides  weren't 
simply  pulling  together  a  company  be- 
cause they  wanted  to  promote  its 
stock.  They  knew  what  they  wanted 
to  do.  Utilizing  their  own  special 
backgrounds,  they  wanted  to  get  into 
control  communications  systems  and 
the  electronic  technology  at  the  heart 
of  such  systems.  They  wanted  to  do 
these  things  better  than  anyone  else. 
This  meant,  in  the  beginning  at  least, 
carefully  husbanding  their  limited  re- 
sources. It  meant  also  getting  a  slow 
start  because  the  founders  were  un- 
willing simply  to  grab  the  first  sub- 
contracts that  came  along.  "During 
the  past  few  years,"  Henry  Single- 
ton says,  "many  of  our  contempo- 
raries were  engaged  in  getting  gov- 
ernment contracts  for  expendable 
material.  We  didn't  want  it.  It  generates 
volume  and  makes  good  money,  but  it 
won't  last.  The  companies  that  take  it 
are  pouring  capabilities,  talent  and  fa- 
cilities into  something  that  can't  go 
anywhere." 

Singleton's  first  major  move  was  dic- 


tated by  his  experience  at  Litton.  In 
the  Fifties,  Litton  President  Roy  Ash 
and  Chairman  Charles  Thornton  de- 
cided not  to  push  into  semiconductors. 
They  felt  the  field  was  too  crowded, 
too  competitive,  and  that  Litton  would 
do  better  buying  other  companies' 
components.  Henry  Singleton  dis- 
agreed. 

"Thornton  didn't  want  to  get  into  it; 
it  was  low  profit,  and  he  was  right — 
most  of  the  companies  that  went  in 
got  into  trouble.  But  by  1960  things 
had  changed.  There  was  a  dispute  in 
the  industry  as  to  what  the  new  elec- 
tronic components  were  going  to  be — 
discreet  components  put  together  by 
automated  machinery  or  thin-film 
technology  or  whether  it  was  going  to 
be  semiconductor  technology." 

The  debate  boiled  down  to  what 
method  should  be  used  to  assemble 
electronic  circuits  and  the  degree  of 
miniaturization  that  could  be  achieved. 

Singleton  says  he  never  doubted 
which  would  win:  semiconductors.  "So 
we  went  into  it  in  1960  even  though 
we  were  in  the  midst  of  a  business 
crisis  at  the  time.  We  did  it  because 
of  our  conviction  that  it  was  necessary 
for  our  long-term  future  growth  and 
not  because  of  any  conviction  that 
we  would  immediately  make  huge 
amounts  of  money. 

"We  decided  that  if  wc  were  going 
to  manufacture,  develop  and  sell  elec- 
tronic control  equipment  systems,  we 
ought  to  have  a  capability  in  the  com- 
ponent area.  That  would  enhance  our 
ability  to  design  systems  because  we'd 
know  more  about  new  components  we 
could  put  in;  on  the  other  hand,  our 
expertise  in  systems  would  enable  us 
to  better  judge  what  kind  of  com- 
ponents to  develop." 

After  acquiring  the  Amelco  plant  at 
Santa  Monica,  Singleton  next  raided 
Fairchild  for  Jay  Last.  Teledyne  be- 
gan building  electronic  components 
and  hardware,  mainly  for  aircraft. 
Sales  were  $4.5  million  the  first  year, 
$10.5  million  the  second.  Aided  by 
small  acquisitions,  they  grew  to  $32 
million  in   1963. 


Out  of  that  careful  and  deliberate 
experience,  with  both  systems  and 
components,  grew  Teledynes  first 
major  break.  Under  the  personal  co- 
ordination of  the  brilliant  Kozmetsky, 
its  scientists  designed  an  air-borne 
computer  system  that  enabled  heli- 
copters to  fly  in  formation  and  to 
fire  even  under  zero-visibility  condi- 
tions. It  is  called  the  inertial  heli- 
copter avionics  system  or  IHAS  {see 
p.  20).  In  1965,  against  competition 
from  such  giants  as  International  Busi- 
ness Machines  and  Texas  Instruments, 
tiny  Teledyne  won  the  prime  contract. 
That  feat,  not  surprisingly,  sent  Tele- 
dyne's  stock  soaring  from  around  15 
to  65  (on  the  basis  of  present  shares) 
a  year  later. 

Up  until  then,  Singleton  could  ac- 
quire only  small  companies  and  some 
were  frequently  problem  ones.  But 
with  his  stock  way  up,  he  was  in  a 
position  to  make  more  important 
mergers.  Singleton  did  a  surprising 
thing.  He  began  buying  metals  com- 
panies. In  1966  he  bought  up  more 
than  20  companies,  including  Vasco 
Metals  with  sales  of  $43  million.  That 
year  Teledyne's  own  sales  jumped 
from  $87  million  to  $257  million.  In 
1967  he  stepped  up  the  acquisitions  to 
around  30,  including  larger  companies 
like  Wah  Chang  (sales:  $41  million) 
and  Brown  Engineering  ($50  million). 
The  company's  revenues  took  another 
quantum  leap,  to  $451  milUon. 

With  the  Vasco  and  Wah  Chang 
acquisitions.  Singleton  also  ventured 
beyond  the  general  field  of  electronics 
into  specialty  metals.  Vasco  specialized 
in  titanium,  molybdenum,  beryllium 
and  vanadium  alloys.  Wah  Chang, 
which  is  in  a  wide  variety  of  rare 
metals,  is  the  world's  largest  producer 
of  zirconium  and  hafnium. 

Why  the  move  into  metals?  Single- 
ton says  he  was  only  following  his 
original  resolve  to  gain  mastery  of 
both  electronics  systems  and  elec- 
tronics components — and  that  resolve 
put  him,  naturally,  into  new  fields. 
"I  knew,"  he  says,  "that  the  semicon- 
ductor business  was  a  thing  where  the 
proficiencies  were  in  the  areas  of  phys- 
ics, chemistry  and  metallurgy.  Later, 
it  became  apparent  that  the  metal- 
lurgic  end  was  of  great  importance. 

"George  Roberts  of  Vasco  Metals,  a 
great  friend  of  mine  and  a  classmate  at 
Annapolis,  and  I  started  talking  about 
this.  By  coincidence  we  were  thinking 
along  the  same  lines.  He  and  his  peo- 
ple at  Vasco  were  designing  alloys  for 
aircraft.  They  were  also  looking  into 
alloys  for  use  in  jet  engines,  where 
there  are  extremes  of  temperature, 
corrosion  and  the  like.  We  have  since 
gone  into  materials  for  nuclear  appli- 
cations," adds  Singleton. 

All  told,  Teledyne  has  made  some- 


thing like  80  acquisitions  in  its  seven 
years  of  corporate  life.  But  not  all  the 
growth  has  been  through  acquisitions. 
Without  acquisitions  sales  still  would 
have  increased  by  25%  in  1967.        '•' 

Who  Needs  Synergism? 

In  acquiring  so  many  companies  so 
fast,  Teledyne  once  again  has  followed 
its  creator's  pragmatic  bent  rather  than 
any  particular  organizational  theory. 
Singleton  is  almost  fanatical  about  the 
importance  of  individuals  to  a  busi- 
ness, and  it  follows  that  he  believes  in 
using  them.  To  this  end  he  has  fol- 
lowed  near-absolute   decentralization: 


President  George  Roberts 

Each  acquired  company  continues  to 
run  itself.  "I  may  see  the  president  of 
each  company  every  three  months  or 
so,"  he  says,  "but  why  bother  them  if 
they  are  doing  the  job?"  Even  where 
there  is  a  chance,  for  example,  to 
merge  sales  forces  in  a  couple  of  ac- 
quisitions. Singleton  is  loath  to  do  so. 

"In  most  cases,  integration  of,  say, 
marketing  operations,  would  be  a  ma- 
jor blunder.  You  wouldn't  really  get 
any  more  sales.  These  people  are  sell- 
ing what  they  want  to  sell  and  what 
they  know  how  to  sell.  People  are 
motivated  by  emotional  drives  of  vari- 
ous sorts;  they're  not  machinery. 
When  you  tamper  with  those  emo- 
tions, youre  tampering  with  what 
makes  a  company  successful. 

"It's  hard  enough  to  build  from 
scratch  internally  and  add  new  prod- 
ucts in  the  same  factory.  But  you  can 
do  that  because  there  will  be  some- 
body there  who  will  identify  with  the 


new  product.  But  buy  two  separate 
things  and  put  them  together  and  you 
cause  dislocations  that  will  far  out- 
weigh savings  in  purchasing  or  in  rent 
or  in  overhead.  So  our  practice  has 
been  to  decentralize  more  instead  of 
bringing  things  together.  If  we  can 
have  so-called  synergism,  fine,  but  it 
doesn't  get  top  billing  around  here." 

Is  Teledyne,  then,  simply  a  tech- 
nologically oriented  carbon  copy  of 
the  highly  successful  Textron?  No.  it  is 
•not.  There's  "synergism"  at  Teledyne, 
but  at  the  top  of  the  company.  Its 
corporate  staff  is  a  singular  one.  From 
Singleton  on  down  it  is  made  up 
almost  entirely  of  scientists  and  engi- 
neers. These  men  can  choose  acqui- 
sitions from  a  very  special  point  of 
view.  With  their  technical  backgrounds 
they  can  better  spot  the  most  promis- 
ing areas  of  technology  in  which  to 
make  acquisitions.  Once  the  acquired 
companies  are  in  the  fold,  these  men 
can  likewise  help  guide  and  advise 
them — through  the  liaison  efforts  of 
Jay  Last  and  others — in  more  knowing 
fashion  than  could  a  strictly  finance- 
oriented  parent  company. 

Still,  on  an  operational  basis.  Tele- 
dyne's  acquisitions  operate  with  thor- 
ough autonomy,  and  this  places  an 
immense  burden  on  the  individual 
company  presidents.  "We  depend  on 
them,"  says  Singleton.  "We  have  to 
trust  them.  We  succeed  or  fail  accord- 
ing to  what  they  do."  The  parent 
company's  corporate  staff  consists  of 
fewer  than  20  executives,  and  some 
group  executives  have  more  than  ten 
companies  reporting  to  them. 

"Sure.  I  know  it  says  in  the  books 
that  you  can't  have  more  than  six  or 
seven — or  is  it  five — people  report- 
ing to  an  executive,"  says  Singleton. 
■"But  we  don't  go  by  that  book.  It's 
different,  of  course,  in  our  individual 
component  companies:  The  top  mana- 
ger shouldn't  have  too  many  people 
reporting  to  him.  But  in  a  business  like 
ours,  there's  no  reason  I  can't  have  a 
horde  of  people  reporting  to  me  or  to 
George  Roberts.  We're  not  trying  to 
manage  them;  we  only  monitor.  We 
try  to  keep  down  the  size  of  our  in- 
dividual organizations.  We  try  to  mul- 
tiply the  number  of  organizations,  not 
the  size  of  them." 

Proliferation 

Singleton  does  not  think  of  Teledyne 
as  a  conglomerate.  He  maintains  that 
it  is  the  technology  that  is  prolifer- 
ating, not  the  company  itself. 

He  feels,  however,  that  the  day  of 
the  old  single-purpose  company  is  pass- 
ing; that  to  grow,  in  the  future,  a  com- 
pany must  be  prepared  to  follow  where 
society  and  technology  lead.  "A  signifi- 
cant input  into  our  view  of  what 
needed  to  be   done,"   he   says   in  his 
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typically  intellectual  tone,  "is  our  read- 
ing of  the  long-term  history  of  corpo- 
rate enterprise  in  the  United  States. 
Most  U.S.  companies  were  organized 
to  do  a  single  thing,  run  a  railroad, 
make  steel,  distribute  merchandise.  The 
bulk  of  American  enterprise  is  still 
basically  one-product  companies — 
even  General  Motors. 

"But  this  doesn't  have  to  be  so. 
They're  not  kept  from  becoming  multi- 
industry  companies  by  anything  except 
the  choice  of  the  people  who  are  run- 
ning them:  if  things  were  bad  in  an  in- 
dustry, why  stick  to  it?  Take  the  rail- 
roads. Why  didn't  these  huge  reservoirs 


Arthur   Rock 

of  capital  and  experience  and  manage- 
ment  broaden   their  concepts?" 

For  a  while  last  year,  it  began  to 
look  as  though  Teiedyne  was  indeed 
on  its  way  to  becoming  a  conglomer- 
ate. It  talked  merger  with  Chicago's 
United  Insurance  Co.  of  America. 
When  the  talks  bogged  down,  Teiedyne 
made  a  tender  offer  at  $35  a  share, 
but  United's  stock  rose  from  around 
25  to  33  and  Teiedyne  got  only  21% 
of  its  outstanding — which  it  now  holds. 

Why  the  insurance  business?  Sin- 
gleton's answer  is:  "Our  move  into  the 
insurance  field  would  be  simply  related 
to  the  concept  that  the  health  of  the 
organism  has  to  be  strengthened  by 
growth  in  its  capital  resources." 

More  bluntly,  Teiedyne  needed 
money,  and  United  Insurance  had  it. 
"We  wouldn't  borrow  money  from 
them  or  anything  like  that,"  Singleton 
further  explains.  "But  you  would  own 
the   resources,   that's  what  counts.  If 


you  look  at  our  balance  sheet,  we 
have  net  worth  of  $150  million;  if  we 
had  $600  million,  we'd  be  quite  a 
different  company,  and  we've  got  to  be 
if  we're  going  to  get  the  growth  we 
want."  But  Teiedyne  did  not  get 
United.  Presumably  it  will  have  to 
look  elsewhere,  perhaps  to  the  sale 
of  additional  convertible  debentures 
after  the  current  crop  is  converted, 
perhaps  to  a  merger  with  a  capital- 
rich  but  growth-poor  company. 

The  Balance  Sheet 

Going  into  its  eighth  year,  what  does 
Teiedyne  now  consist  of?  What  are  its 
business  assets?  Singleton  enumerates: 

"Let's  take  them  one  at  a  time.  The 
geophysics  work — seismic  instrumen- 
tation and  service — is  the  first  one  we 
branched  out  into,  and  that  is  truly  a 
most  straightforward  extension  of  the 
ordinary  electronic  measuring  and  con- 
trol busin:?ss.  In  fact,  the  bulk  of  that 
seismic  work  is  now  carried  on  by 
other  electronic  companies  and  Tele- 
dyne  in  combination.  We  mentioned 
Texas  Instruments;  they  have  perhaps 
the  largest  geophysical  concern  in  the 
country,  unless  ours  is.  And  the  other 
big  ones  are  electronic-based  com- 
panies also — Raytheon,  Litton,  Ampex 
— because  it's  essentially  an  electronic 
type  of  measurement.  So  I  think  that 
geophysics  should  be  classified  in  a 
very  very  broad  sense  under  elec- 
tronics. 

"Then,  as  to  the  metals,  the  efforts  in 
the  metallurgical  area  represent  an  ex- 
tension and  a  departure  from  a  purely 
electronic  indication  and  control-type 
activity.  The  particular  metals  that  we 
work  in  include  these  rarer  or  more 
exotic  metals,  and  they  have  particular 
properties  that  suit  them  for  expanding 
apjilications.  An  example  is  our  strong 
position  in  zirconium,  where  we're  the 
largest  manufacturer.  Another  ex- 
ample is  our  work  in  titanium,  which 
is  used  now  principally  in  aircraft,  but 
it's  finding  uses  also  in  corrosion-re- 
sistant applications  and  in  industrial 
processes.  We  want  to  build  a  major 
titanium  company  through  internal 
development. 

"We  don't  have  any  particular  desire 
to  continue  to  simply  have  a  pattern 
where  our  company  is  dominated  by 
some  single  government  contract.  I 
think  quite  the  contrary.  We  want  di- 
versification not  only  in  products  but 
also  in  customers. 

"Large  systems  are  fine,  but  I  would 
say  that  we'd  like  to  have  them  be  gen- 
erally applicable,  as  I  believe  the 
IHAS  is.  I  think  of  that  as  a  venture 
into  the  helicopter  control  business, 
and  I  think  we'll  probably  build  a 
lot  of  helicopter  controls  in  the  years 
ahead.  Then  we  have  our  other  air- 
craft-related activities — navigation  sys- 


tems   we're    developing,    instruments, 
special  metals  for  aircraft." 

Forbes  asked  Singleton  to  think 
back  on  what  made  Teiedyne  a  great 
success  when  so  many  hot  little  tech- 
nology companies  either  succumbed  or 
sank  into  oblivion — the  process  costing 
naive  investors  hundreds  of  millions  of 
dollars.  Singleton  pointed  out  an  obvi- 
ous fact:  That  it  isn't  the  published 
figures  that  count,  but  what  lies  behind 
them.  "You  grow,"  he  said,  "because 
of  things  you've  done  in  the  past  to 
strengthen  the  company,  because  of 
smart  plowback,  because  of  investment 
in  plant  and  machinery.  It  doesn't  do 


George  Kozmetsky 

to  simply  get  growth  for  one  or  two 
years  and  then  find  out  you've  ex- 
hausted some  strength  that  caused  it 
to  happen.  We  look  a  long  way  ahead 
all  the  time." 

In  cold  type,  these  words  sound 
like  cliches,  and  they  are.  But  they 
happen  to  be  true.  A  half-dozen  years 
ago  Tcledyne's  numbers  looked  exact- 
ly like  those  of  dozens  of  other  little 
science  companies.  But  Teiedyne  was 
laying  the  groundwork  for  what  is 
happening  now,  while  most  of  the 
others  were  putting  their  efforts  into 
seeing  how  good  a  quarter  or  how 
good  a  next  year  they  could  have.  So, 
how  do  you  tell  sound  growth  like 
Teledyne's  from  the  fast,  spindly 
growth  of  so  many  of  its  rivals?  The 
answer  is  at  once  easy  and  difficult: 
only  by  judging  the  character,  the  mo- 
tives and  the  competences  of  the  peo- 
ple involved — and  that's  one  of  the 
toughest  things  in  the  world.  ■ 
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Food  for  thought 

How  many  of  these 

stocks  up  or  down 


Every  business  day,  22  million  American  shareowners  determine  the 
"value"  of  stocks.  Reason:  their  decisions  to  buy,  sell,  or  sit  tight  move 
prices  up  and  down,  or  keep  them  steady.  There  are  a  myriad  factors 
on  which  investors  and  analysts  base  their  decisions  —  and  thereby 
aflfect  the  prices  of  your  stocks. 
Take  a  minute  now  to  scan  five  of 
the  elements  which  appear  signifi- 
cant to  Merrill  Lynch  analysts. 
Then  clip  coupon  for  the  results 
of  their  recent  analyses  of  any  of 
the  28  major  companies  listed  on 
the  opposite  page. 

Profitability 

Is  the  rate  of  return  up,  down  or  static? 

A  company's  rate  of  return  on  equity 
capital  may  be  a  significant  guide  to  its 
stock's  possible  future. 

Example:  the  rate  of  return  for  one 

f ood  comp any  improved  from 

5.3%  in  1957  to  12.4%  in  1966. 

The  price  of  the  company's  stock 

soared  by  over  500  percent. 
To  find  the  rate  of  return,  investors  and 
analysts  check  the  company's  balance 
sheet  and  income  statement.  Many  com- 
panies save  them  the  trouble  of  work- 
ing out  the  figure,  by  featuring  it  in  the 
first  few  pages  of  their  annual  report. 
Important:  a  stock's  price  can  also  be 
affected  by  anticipated  rates  of  return. 
Such  projections  are  generally  the 
province  of  research  specialists.  Merrill 
Lynch  suggests  you  ask  for  our  Re- 
search Department's  estimate  of  a  com- 
pany's future  returns  before  making 
buy/sell  decisions  on  the  stock. 

Leverage 

A  brief  explanation  —  and 

a  word  of  caution 

Don't  let  Wall  Street  terms  like  "lever- 
age" bother  you.  (If  you've  ever  jacked 


Clip  coupon  for  our 
analysts'  appraisals  of  major  companies. 

up  a  car  in  anger,  you  know  what  lever- 
age means.) 

In  the  market,  a  stock  is  called  "high- 
leveraged"  if  the  company  is  obligated 
to  pay  a  large  amount  of  bond  interest 
(and/or  preferred  dividends)  in  rela- 
tion to  earnings. 

Example:  if  a  company  earns 
$600,000,  and  must  pay  bond  in- 
terest of  $500,000,  it  has'just  $100,- 
000  before  taxes  available  for  divi- 
dends to  stockholders. 

If  the  company  has  a  good  year, 
and  earnings  increase  to  $700,000, 
it  still  only  owes  $500,000  in  bond 
interest,  but  has  $200,000  before 
taxes  available  for  dividends. 
Double  the  amount  that  was  avail- 
able before. 

If  the  company  has  a  poor  year, 
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and  earnings  drop  to  $500,000,  it 
still  owes  $500,000  in  bond  inter- 
est. There's  nothing  at  all  left  for 
dividends. 

With  a  high-leveraged  company,  even 
a  small  rise  or  fall  in  pre-tax  earnings 
may  make  a  dramatic  difference  to  the 
price  of  the  stock.  Up  or  down. 

Some  speculators  have  made  fortunes 
in  high-leveraged  stocks.  Some  have  lost 
fortunes. 

Moral:  don't  play  around  with  high- 
leveraged  stocks— unless  you  can  afford 
to  lose  as  well  as  gain. 

Price-Earnings  Ratio 

In  line?  Above  the  line? 

Or  somewhere  down  the  line? 

To  get  the  "P/E  ratio"  for  the  stock  that 
interests  you,  check  the  price  in  your 
newspaper,  and  the  annual  earnings- 
per-share  in  the  company's  regular  fi- 
nancial reports. 

Example:  your  stock  is  selling  at  $30, 
and  annual  earnings  are  $2  per  share. 
Price-earnings  ratio:  15  to  1. 

The  P/E  ratio  of  any  stock  is  only 
meaningful  when  you  compare  it 
with  the  P/E  ratios  of  other  stocks 
in  the  same  industry. 

If  other  stocks  in  the  same  industry  as 
yours  have  a  higher  average  P/E  ratio 
(30  to  1,  for  instance),  there  may  be 
something  about  your  company  that  re- 
quires further  investigation. 

One  possibility :  the  projected  earn- 
ings-per-share  (those  anticipated  for 
the  current  )  ear,  or  even  for  next  year) 
may  be  lower  than  those  in  the  compa- 
ny's latest  report  — and  well-informed 
investors  may  be  selling  the  stock.  For 
our  Research  Department's  earnings 
forecasts  on  more  than  2,000  compa- 
nies, stop  by  your  nearest  Merrill  Lynch 
office. 

FORBES,  JANUARY  15,  1968 


from  Merrill  Lynch: 


facto 


rs  can  move  your 


during  1968? 


How  to  open  an  account  at 

a  Merrill  Lynch  Investment 

Information  Center. 

Opening  an  account  with  us  is  much 
like  opening  a  charge  account  at  a 
department  store,  assuming  you  art- 
over  21  years  old. 

Simply  ask  to  see  the  office  man- 
ager. Or,  if  you  prefer,  write  us,  gi\  - 
ing  your  name  and  address,  phone, 
citizenship.  Social  S«;curit)  number, 
Ixink,  and  your  (or  husband's)  em- 
ployer and  position  — phis  your  sig- 
nature. 

When  we  have  accepted  your  ac- 
count, you'll  be  able  to  place  your 
orders  anytime,  anywhere,  merely 
by  picking  up  the  phom-. 

Whether  or  not  you  have  business 
to  transact,  you  are  always  welcome 
to  visit  any  Merrill  Lynch  office  for 
investment  information.  Just  walk  in! 


News  and  Rumors 
Plain  or  fancy,  fact  or  fantasy':* 

It  takes  a  bold  man  to  say  with  certain- 
ty whether  the  market  is  going  up  or 
down.  (Only  your  barber  knows  for 
sure. ) 

Merrill  Lt/tich  docs  not  know  for 
certain  what  the  market  will  do.We 
spend  millions  of  dollars  analyzing 
the  news,  but  the  market  makes  up 
its  own  mind—everij  minute,  every 
hour,  every  day. 

The  market  reacts  not  only  to  news,  but 
to  rumors.  Rumors  about  a  company's 
earnings,  its  management,  its  newest 
product. 

Sometimes  these  rumors  turn  out  to. 
be  true.  More  often  they  are  false.  True 
or  false,  they  cause  some  people  to  buy 
and  sell.  The  result  is  that  prices  move 
up  or  down— because  the  price  of  every 
stock  depends  on  supply  and  demand. 


Suggestion  for  skeptics:  If  you'd  like 
to  check  on  what  is  behind  the  rumors, 
check  with  .Merrill  Lynch.  Our  analysts 
have  a  city  editor's  ear  for  hard  news. 
We  also  have  a  network  of  170  offices 
around  the  world  and  310,000  miles  of 
private  wire.  Result:  we  can  get  news 
to  you  fast  —  from  all  over. 

Management 
Is  it  competent  to  compete? 

Many  anal)sts  view  a  company's  man- 
agement as  the  dominating  element  in 
the  evaluation  of  a  stock. 

However,  sizing  up  management  is 
also  among  the  most  complex  ta.sks  that 
analysts  — and  investors— have  to  face. 

Here,  as  a  guide,  are  some  of  the 
facets  of  management  taken  into  ac- 


count by  analysts  in  Merrill  Lynch's  Re- 
search Department: 

•  age  and  experience 


•  adaptability  to 
changing  conditions 

•  willingness  to 
invest  in  research 
and  development 


•  aggressiveness 

•  ability  to  make 
effective  use  of 
manpower 

•  standing  in  the 
eyes  of  competitive 
managements 


Forming  judgments,  as  we  do,  on  more 
than  two-thousand  companies  is  a  for- 
midable undertaking.  Fitting  the  man- 
agement piece  into  the  rest  of  the  jig- 
saw puzzle  is  even  more  demanding. 
That's  why  we  spend  over  $5  million  a 
year  on  Research.  Our  findings  are 
yours  for  the  asking.  No  cost,  no  obli- 
gation. 

Investigate— then  invest. 


MERRILL  LYNCH, 

PIERCE,  FEIMNER  &  SMITH   INC 

70  PINE  STREET,  NEW  YORK,  NY.  10005 

Let  any  one  of  Merrill  Lynch's  170  world-wide  offices  be  your  Investment 

Information  Center.  Just  walk  in! 


FREE  RESEARCH  APPRAISALS 

To:  Merrill  Lynch,  70  Pine  Street,  New  York,  N.  Y.  10005 

Please  send  me,  without  charge  or  obligation,  your  Research  De- 
partment's latest  appraisals  of  the  companies  I've  checked.  (Please 
limit  your  requests  to  a  maximum  of  tour.) 


Fl-l 


□  American  Electric 
Power 

□  American  Home 
Products 

ncBs 

n  Chrysler 

n  Coca-Cola 

n  Continental  Can 


NAME- 


□  Commonwealth 
Edison 

BCorn  Products 
Ford 

0  General  Foods 
General  Motors 
B.  F.  Goodrich 
Gulf  Oil 


3rk 


IBM 

Kimberly-CIa 
Mobil  Oil 
National  Biscuit 
Norfolk  &  Western 
Phillips 

Procter  &  Gamble 
Republic  Steel 


I  Sinclair 

I  Southern  Pacific 

I  Standard  Oil  of 

California 
I  Texaco 
I  Transamerica 

Union  Pacific 

Zenith 


ADDRESS- 
CITY 


-PHONE. 


.STATE- 


-ZIP- 


McDermotfs  Potent  Blend:  Oil  and  Water 

With  offshore  oil  investment  growing  by  nearly 
20%  a  year,  mar/ne  construct/on  company  J. 
Ray  McDermott  is  ringing  up  some  solid  profits. 


The  growing  cost  of  finding  oil  may 
not  be  making  the  oil  companies 
happy,  but  it's  working  out  fine  for  J. 
Ray  McDermott  &  Co.,  a  New  Or- 
leans-based offshore  construction  com- 
pany with  sales  in  fiscal  1967  (ended 
March)  of  $172  million.  While  the  oil 
industry's  return  on  equity  runs  to  only 
10%  or  11*^",  McDermott  has  aver- 
aged nearly  20%  for  the  last  five  years. 
The  company's  net  income  is  increas- 
ing about  15%  a  year.  Last  year  its 
net  on  revenues  was  a  sparkling  12%. 

McDermotfs  philosophy  is  based 
on  a  simple  rule:  Follow  the  oil  com- 
panies wherever  they  go.  R.  Thomas 
McDermott,  the  founder  and  now 
chairman,  got  started  in  the  1920s  in 
West  Virginia  as  a  contractor.  When 
the  oil  companies  moved  to  Texas  he 
went  there  too.  In  the  late  Thirties  he 
followed  them  into  Louisiana. 

It  was  in  Louisiana  that  the  present 


direction  of  the  company  was  deter- 
mined. The  oilmen  began  moving 
their  rigs  from  solid  land  into  the 
marshes  and  eventually,  in  the  late 
Forties,  into  as  much  as  20  feet  of 
water.  As  the  oil  companies  moved 
from  the  land,  McDermott  &  Co.  be- 
came a  marine  construction  outfit.  Last 
fall  McDermott  completed  the  deepest 
— 343  feet — off-shore  oil  platform  in 
the  world  and  President  Roger  W. 
Wilson  proudly  states  that  with  the 
same  basic  methods  they  can  now  go 
to  some  450  feet. 

What  explains  McDermott's  growth 
and  profitability  has  been  the  fact  that 
major  land  reserves  are  declining. 
Since  the  gap  has  narrowed  between 
the  costs  of  locating  and  operating 
smaller  land  oil  pools  and  those  of 
offshore  exploration  and  production, 
the  industry's  offshore  expenditures 
have  risen  steadily.  In  ten  years  they 


Wilson   of   McDermott 

have  gone  from  5%  of  all  expenditures 
for  exploration  and  production  to 
nearly  20%,  about  $8  billion.  By  1977 
they  are  expected  to  reach  $25  billion. 
Some  companies  already  are  spending 


Not  Bad  Is  Pretty  Good 

Wickes  Corp.  has  developed  a  nice 
business  catering  to  do-it-yourselfers. 


Easy.  President  Daniel  Fitz- 
G  era  Id  says  Wickes  has 
grown  rapidly  because  there's 
no    "dog-fight    competition." 


President  Daniel  M.  Fitz-Gerald  of 
Wickes  Corp.  of  Saginaw,  Mich,  calls 
his  business  the  "greatest  thing  man 
has  invented  in  the  U.S."  That's  an 
overstatement,  to  say  the  least,  but 
Fitz-Gerald's  business  certainly  is  un- 
usual— selling  lumber  and  building 
supplies  like  groceries  in  a  super- 
market (self-service,  cash-and-carry). 
Wickes'  stores  in  129  U.S.  cities  sell 
5,000  different  items  (everything  but 
masonry)  to  housing  contractors,  do- 
it-yourself  builders  and  repairmen  and 
the  home  handyman.  The  company's 
supermarket  merchandising  and  dis- 
counting enables  it  to  underprice  its 
competitors.  As  a  result,  Wickes  last 
year  did  not  suffer  the  decline  in  sales 
and  earnings  that  most  building  ma- 
terials suppliers  did.  Sales  will  be  up 
about  4%  to  around  S280  million 
when  the  fiscal  year  ends  this  month, 
with  earnings  hovering  around  the  $8- 
million-level  of  the  previous  year. 

Wickes  has  another  great  advantage 
over  its  competitiors.  "We  have  a  dif- 
ferent mix  of  customers,"  Fitz-Gerald 
says.  Although  it  sells  to  contractors 
and  even  to  other  retailers,  the  ma- 


jority of  its  customers  are  the  family 
men  and  women  who  do  their  own 
building,  repairs  and  home  improve- 
ments. "Many  of  our  major  centers 
[averaging  S2.5-million  sales]  are  in 
small  towns  and  rural  areas  where 
people  buy  from  us  to  do  work  them- 
selves." says  Fitz-Gerald.  Last  year 
these  do-it-yourselfers  had  more 
money  to  spend  than  ever  before. 

Wickes  got  into  the  business  of  mer- 
chandising building  materials  in  super- 
market-like stores  almost  by  accident. 
The  114-year-old  company  used  to  be 
a  manufacturer  only,  making  boilers, 
graphite  products  and  machines  to  pro- 
duce crankshafts.  In  1950  Wickes  de- 
cided to  improve  its  S18-million  sales 
by  diversifying  into  the  grain  business. 
The  firm  that  Wickes  bought  also 
owned  five  lumber  yards,  which,  with 
a  lot  of  luck  and  business  acumen,  be- 
came the  basis  in  1954  for  the  suc- 
cessful retail  building-supply  business. 
Merchandising  now  accounts  for  80% 
of  Wickes'  sales,  and  store  earnings 
"contribute  accordingly  to  sales,"  Fitz- 
Gerald  says.  The  grain  brokerage  and 
shipping  business   account   for   about 
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50%  of  their  exploratory  budgets  on 
water  operations.  Shell  Oil  has  esti- 
mated that  offshore  production  will 
some  day  surpass  onshore. 

King  of  the  Sea.  Growing  demand 
isn't  the  only  thing  working  in  Mc- 
Dermott's  favor;  dominant  market 
position  is  another.  McDermott  is 
estimated  to  have  constructed  75%  of 
the  costly  (up  to  several  million  dol- 
lars) fi.xed-type  oil  platforms  in  the 
Gulf  of  Mexico.  It  has  a  number  of 
small  competitors,  but  only  a  single 
substantial  one:  Halliburton's  Brown  & 
Root  subsidiary.  Between  the  two  they 
probably  account  for  85%  of  the  off- 
shore construction  work.  "We  expect 
more  competition,"  says  Wilson,  "but 
it  will  be  from  specialized  companies 
without  our  broad  capacity." 

Part  of  McDermott's  profitability 
results  from  its  consolidation  of  its 
activities.  It  owns  its  boats  rather  than 
renting  them.  It  has  a  fabricating  unit 
to  construct  its  platforms.  It  will  lay 
the  pipes  and  build  the  docks  neces- 
sary for  a  complete  offshore  opera- 
tion. It  even  has  a  lumber  and  supply 
division  that  provides  it  with  basic 
materials. 

Besides  this,  McDermott  has  moved 


into  two  separate  but  logical  areas:  oil 
and  general  marine  services.  Wilson 
regards  the  oil  holdings  primarily  as 
investments.  Most  of  them  are  per- 
centage arrangements  that  McDermott 
goes  into  with  oil  producers,  although 
the  oil  division  is  conducting  explora- 
tory drilling  in  western  Canada. 

McDermott  has  had  a  Navy  con- 
tract to  develop  and  install  an  under- 
water sound-detection  system.  It  has 
built  special  ships  for  the  Coast  Guard 
and  the  Fish  and  Wildlife  Service. 
It  was  McDermott  that  raised  the 
chlorine  barge  sunk  in  the  Mississip- 
pi River  near  Baton  Rouge,  La.  by 
Hurricane  Betsy  in  1965.  Though  all 
this  hardly  classifies  McDermott  as  an 
oceanographic  pioneer,  it  indicates  the 
company  could  broaden  its  tradition- 
ally oil-oriented  business. 

For  the  moment  Wilson  is  more 
interested  in  doing  what  McDermott 
has  always  done — following  the  oil 
companies.  At  present  he  is  trailing 
them  overseas.  Probably  half  of  Mc- 
Dermott's revenues  now  come  from 
foreign  operations. 

With  this  kind  of  profit — and  po- 
tential— Wilson  doesn't  really  need 
a  new  formula.   ■ 


Twenty  years  ago  no  one  built 
drilling'  platforms  in  more  than 
20  feel  of  water.  Today  struc- 
tures like  the  one  above  are  be- 
infi  built  in  depths  of  several  hun- 
dred feet,  throufihout  the  world. 


10%,  and  manufacturing  has  fallen  to 
less  than   10%. 

Where's  the  Future?  Two  years  ago 
Wickes  sold  its  boiler  division  because, 
as  sales-minded  Fitz-Gerald  says,  "No 
matter  how  good  your  boiler  is,  if  no 


one  wants  one,  you  can't  sell  it  at  any 
price."  Its  crankshaft-machine  busi- 
ness is  just  about  in  the  same  cate- 
gory: "We  have  half  of  the  world's 
market  now,  so  just  how  much  future 
is  there  in  crankshafts?"   As  for  the 


Cautious.  Silling  huildinf>  materials  with  supermarket-style  merchandising 
has  paid  of)  for  IVickes  Corp.  So  well  in  fact,  that  President  Daniel  M. 
Fitz-Gerald  has  been  timid  about  changing  the  profit-making  formula 
of  big  stores  with  high  volume  ($2.5  million  a  year  is  the  goal).  Late  in 
1965.  however,  the  company  did  begin  opening  small-town  "home  supply 
stores."  which  do  about  a  tenth  of  the-  business  of  the  big  Wickes  centers 
and  stock  about  65%  of  the  items.  President  Fitz-Gerald  describes  his 
company's  hesitancy  as  "being  like  a  fellow  getting  into  a  tub  of  cold  water" 
— a  little  bit  at  a  time.  Now  that  Wickes  is  in  with  U  small  stores,  the 
company  is  planning  to  open  at  least  48  more  over  the  next  two  years. 


grain  division:  "If  the  clock  goes 
around,  they  make  money.  That's  it." 

The  future  for  building-supply  su- 
permarkets is  as  big  as  the  whole  U.S., 
Fitz-Gerald  adds.  He's  thinking  of  400 
to  500  stores  in  this  country — to  take 
advantage  of  the  growing  population 
and  anticipated  building  boom — be- 
fore branching  out  into  other  coun- 
tries. With  1.11  stores  already  open 
(82  have  been  bought  or  started  in  the 
last  3'/2  years),  Wickes  plans  to  open 
75  to  80  more  in  the  next  two  years. 
Fitz-Gerald  thinks  in  addition,  75  met- 
ropolitan areas  are  ripe  for  a  com- 
bination of  stores — a  big  suburban 
store  with  a  rail  siding  for  lumber 
shipments  and  several  small  "home 
supply  centers"  in  neighborhood  shop- 
ping areas.  (This  plan  is  being  tested 
in  Columbus,  Ohio.) 

Fitz-Gerald  is  also  using  the  super- 
market sales  tactic  of  stocking  private- 
label  goods  (such  as  Wickes  paint  and 
Wickes  water  pumps).  He  plans  to 
add  Wickes'  name  to  more  products 
in  the  future  because  "private  labels 
are  going  to  become  a  way  of  life  in 
merchandising." 

Opening  more  stores  is  not  Fitz- 
Gerald's  only  concern.  His  company 
has  tested  catalog  sales  and  liked  the 
results.  The  idea  is  on  the  back  burn- 
er now:  Wickes  hasn't  decided  wheth- 
er to  enter  the  mail-order  business  it- 
self or  acquire  a  catalog  firm.  ■ 
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A  Whale  in  a  Small  Pond 

Denmark  may  be  a  tiny  country,   but  it  nevertheless  has 
become  the  headquarters  of  a  giant  transportation  complex. 

Statistically,  Denmark  isn't  much 
of  a  country:  Area,  16,619  square 
miles;  population,  4.8  million.  And 
its  only  natural  resource  is  grass.  In 
short,  hardly  the  kind  of  country 
where  one  would  expect  to  find  a 
sprawling  shipping,  oil  and  chemical 
complex  with  assets  of  half  a  billion 
dollars.  However,  as  the  Danes  demon- 
strated so  dramatically  in  World  War 
II,  people  can  transcend  statistics — if 
the  people  are  Danes.  Alone  of  al!  the 
nations  occupied  by  the  Wehrmacht 
during  the  war,  it  was  tiny  Denmark 
that  successfully  defied  Adolf  Hitler; 
when  they  heard  that  Hitler  was  plan- 
ning to  exterminate  the  nation's  Jews, 
the  Danes  rallied  as  one  man  and 
smuggled  all  but  a  handful  to  safety 
in  Sweden. 

Marine  Empire.  When  V-E  Day 
came,  a  small  (125,000  tons  in  all) 
fleet  of  battered  ships  flying  a  light 
blue  flag  with  a  seven-pointed  star 
limped  into  port  after  four  years  of 
dodging  German  U-boats.  By  now, 
that  small  fleet  has  grown  into  more 
than  $300  million  worth  of  ships,  the 
Maersk  Line,  owned  by  two  publicly 
held  companies,  Dampskibsselskabet 
and  Dampskibsselskabet  Svendborg. 
The  Maersk  Line  is  Scandinavia's  larg- 
est, counting  88  ships  of  about  2.3 
million  tons  deadweight  and  includ- 
ing more  than  1.5  million  tons  of  new 
oil  tankers.  Except  for  the  oil  com- 
panies themselves,  only  Aristotle  Onas- 
sis  (with  2.1  million  tons)  and  Stavros 
Niarchos  (1.9  million)  are  clearly 
bigger  in  tankers. 

The  Maersk  Line  is  merely  the  heart 
of  the  complex,  which  also  includes 
two  shipyards  (one  at  Lindoe,  the 
other  at  Odense),  the  Maersk  Refinery, 
the  BUKH  diesel  factory,  a  25,000- 
acre  sugar  plantation  near  Mt.  Kili- 
manjaro in  Africa,  a  supermarket 
chain  in  Jutland  and  Roulands  Fab- 
riker,  a  manufacturer  of  rubber  prod- 
ucts and  brake  lines  for  some  85 
foreign  markets.  With  Britain's  Im- 
perial Chemical  Industries,  the  com- 


Practical  Training.  Maersk 
McKinney  Moller  quit  school 
at  17  to  learn  the  shipping 
business  from  the  bottom  up. 
He  says:  "It  would  have  been 
useful  to  go  to  business 
school,  but  it  would  have 
meant  foregoing  other  prac- 
tical training:"  After  working 
for  the  Danish  shipping  firm 
of  C.K.  Hansen,  Moller 
switched  to  a  shipping  firm  in 
Hamburg,  spent  two  years  in 
England  and  six  months  in 
Paris,  then  went  to  New  York 
to  "look  after  the  quite  diver- 
sifted  interests  of  the  A. P. 
Moller  group,  interests  that 
could  not  be  attended  from 
occupied  Denmark.  I  also 
arranged  for  the  formation  of 
the  Moller  Steamship  Co., 
Inc.,  general  agent  in  the 
U.S.  of  the  Maersk  interests." 


plex  owns  Danbritkem,  a  polyethylene 
plant  in  Copenhagen;  and  it  also  is 
a  member  (along  with  Royal  Dutch 
Shell,  Gulf  Oil,  Texaco  and  Standard 
Oil  of  California)  of  the  Dansk  Un- 
dergrunds  Consortium,  which  has  beeh 
exploring  for  natural  gas  in  the  North 
Sea. 

Against  the  Odds.  The  man  in  com- 
mand of  this  vast  enterprise  is  54-year- 
old  Maersk  McKinney  Moller,  whose 
■mother,  Chastine  Estelle  McKinney, 
was  a  Kentuckian  and  whose  father, 
A.P.  Moller,  started  out  in  1904  with 
one  secondhand  2,000-ton  steamer.  It 
was  A.P.  who  created  the  complex, 
and  he  ran  it  until  his  death  in  1965 
at  age  89.  He  ran  a  tight  ship  in  more 
ways  than  one,  for  his  thrift  was  leg- 
endary: Attending  an  oil  summit 
meeting  in  London,  he  went  every- 
where by  subway. 

This  thrift  probably  was  necessary, 
for  Denmark  does  not  subsidize  ship- 
ping companies  or  shipyards  as  many 
other  nations  (including  the  U.S.)  do. 
Moreover,  Denmark  is  a  semisocialist 
country  with  a  high  standard  of  living. 
The  unions  are  tough:  They  not  only 
exact  higher  wages  than  are  paid  on 
ships  flying,  say,  the  Greek  or  Japa- 
nese flag,  they  also  have  a  loud  voice 
in  determining  how  large  a  crew  a 
ship  should  carry. 

A.P.'s  achievement  is  all  the  more 
remarkable  because,  as  Maersk  Mc- 
Kinney puts  it,  "In  a  small  country 
the  financial  background  is  confined." 
A.P.,  therefore,  had  to  expand  his 
enterprises  almost  entirely  by  plowing 
back  profits.  Says  Maersk  McKinney: 
"It's  been  our  philosophy  to  plow  back 
and  not  distribute  the  profits.  This 
policy  continues.  We  don't  have  a 
board  of  shareholders." 

Maersk  McKinney  can  run  the 
enterprise  pretty  much  the  way  he 
wants  to,  as  his  father  did  before  him, 
because  the  Moller  family  owns  an 
estimated  60%  of  the  shares  in  Damps- 
kibsselskabet and  Dampskibsselskabet 
Svenborg.  These  shares  have  a  par 
value  of  100  kroner  each  (more  than 
$13  in  U.S.  money),  but  they  sell  at 
750  and  more.  The  companies  regular- 
ly pay  a  dividend  of  40%  on  the  par 
value,  which  amounts  to  about  2%  on 
the   market   value.   Says   Maersk   Mc- 
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Kinney:  "We  doubled  the  share  capi- 
tal a  year  ago.  at  par,  to  please  the 
stockholders."' 

Perhaps  the  most  striking  recent  ex- 
ample of  Moller  enterprise — and  bold- 
ness— is  the  shipyard  at  Lindoe.  Like 
every  European  shipbuilder,  the  Mol- 
lers  were  faced  with  the  merciless 
discount-house  competition  of  the 
Japanese.  The  new  supertankers  were 
coming  into  demand,  and  the  shipyard 
at  Odense  wasn't  big  enough  for  them. 
The  MoUers.  therefore,  decided  to 
pour  their  profits  into  a  new  shipyard 
in  Lindoe  efficient  enough  to  compete 
with  the  Japanese,  despite  the  higher 
Danish  wages. 

They  did.  With  the  Odense  ship- 
yard doing  preparatory  work  and  sup- 
plying parts,  the  Mollers  have  been 
able  to  win  contracts  from  such  com- 
panies as  Shell  and  Esso.  Two  196.- 
000-ton  tankers  are  currently  under 
construction  at  Lindoe  for  the  former, 
and  two  240.000-ton  tankers  will  soon 
be  built  for  the  latter. 

Why  Diversification?  The  Mollers 
have  not  diversified  merely  for  the  sake 
of  growing  larger,  'it's  best  to  stick 
to  your  last,"  says  Maersk  McKinney. 
"I  believe  in  diversification,  but  I'm 
not  an  addict."  Most  of  the  Moller 
enterprises  fit  together.  The  Maersk 
Refinery,  for  example,  handles  naph- 
tha brought  to  Denmark  in  Maersk 
Line  tankers.  Among  other  things,  the 
refinery  supplies  the  ethylene  require- 
ments for  the  Danbriktem  polyethy- 
lene plant.  However,  the  Mollers  have 
gone  into  some  activities  for  patriotic 
reasons,  for  example,  the  Dansk  Un- 
dergrunds  Consortium. 

Maersk  Moller  says:  "We  get  no 
subsidies  and  don't  want  them.  I  be- 
lieve in  free  enterprise."  However,  he 
believes  the  Danish  unions  and  the 
Danish  government  have  not  been  as 
understanding  as  they  might  be  about 
the  problems  the  Maersk  Line  and  the 
Moller  shipyards  face  because  other 
governments  do  subsidize  shipping  and 
shipbuilding  and  because  of  "flag  dis- 
dVimination,"  preferences,  and  other 
government  support.  "If  Danish  ship- 
ping is  to  subsist  under  this  unequal 
competition."  he  says,  "it  needs  all 
possible  understanding.  The  Danish 
shipping  trade  is  still  hampered  by  a 
number  of  burdens  that  many  foreign- 
flag  ships  don't  know.  Danish  statutory 
requirements  as  to  crews  are  still  a  seri- 
ous burden." 

The  prosperity  of  the  Maersk  Line 
and  the  Moller  shipyards  is  almost 
essential  to  Denmark's  prosperity.  For 
they  bring  the  country  between  $50 
million  and  $60  million  in  foreign  ex- 
change every  year.  That  runs  close  to 
$12  per  inhabitant — not  a  statistic  that 
can  be  lightly  disregarded.  ■ 


WE  PRESENT  OUR 

FAVORED  14  FOR 

CAPITAL  GAINS  IN  '68 


Our  Research  Department  has  sin- 
gled out  14  stocks  which  we  feel 
will  be  among  the  best  market  per- 
formers next  year.  They  represent 
a  cross-section  of  American  indus- 
try. Some  of  the  companies  are 
well-known,  diversified  giants,  ac- 
tive in  several  fields.  Others  are 
smaller  companies,  highly  suc- 
cessful in  their  own  areas.  All,  in 
our  opinion,  now  combine  sound 
current  value  with  good  apprecia- 


tion potential.  We  look  at  the  com- 
ing year  with  cautious  optimism. 
The  reasons  for  our  optimism,  to- 
gether with  descriptions  of  the  14 
stocks  we  favor  for  current  invest- 
ment, are  all  presented  in  our  Janu- 
ary Monthly  Letter.  It  is  a  Letter 
to  be  read  and  saved,  and  we  sug- 
gest you  waste  no  time  writing  for 
it.  To  obtain  your  copy  of  our 
Monthly  Letter,  simply  mail  this 
advertisement. 


Successful  investors  know  Goodbody 
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GOODBODY  &  CO. 
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Mead  Jolxnsoix  &  Company 


has  been  merged  into 


Bristol-Myers  Company 


ff'p  acted  as  financial  advisers  to 
Mead  Johnson  &  Company  in  this  transaction. 
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This  Year's  Fever  / 


The  SB/Cs  are  riding  high.  The 
word  for  the  wise  is:  Caution. 


"The  more  speculative  tone  of  the 
stock  market  these  days  is  made  to 
order  for  us.  A  year  from  now  our 
type  of  SBIC  will  be  the  darling  of 
Wall  Street."  So  said  Charles  E.  Saiik, 
president  of  San  Diego's  Electronics 
Capital,  almost  exactly  a  year  ago 
{Forbes,  Feb.  7,  1967). 

Rarely  has  a  man  been  more  pro- 
phetic. Since  Salik  spoke  to  Forbes, 
his  company's  stock  has  risen  from 
5V2  to  approximately  22.  That's  a 
300%  gain  in  price.  The  SBIC  index 
has  climbed  to  18.1,  a  152%  increase, 
as  compared  with  the  15%  rise  in  the 
Dow  Jones  index. 

"Go  for  Broke."  SBIC  stocks  are  to 
1967-68  what  new  issues  were  to 
1960-61 — and  for  precisely  the  same 
reason:  They  excite  the  imagination 
of  those  who,  in  the  Marine  phrase, 
want  to  "go  for  broke."  In  1960-61 
the  new-issue  fever  gripped  the  SBICs 
too,  for,  almost  by  definition,  the 
SBICs  put  money  into  fledgling  com- 
panies that  may  die  an  early  death  but 
that  conceivably  might  become  an- 
other Teiedyne  (see  p.  20).  When  the 
new-issue  market  collapsed  in  the 
"Kennedy  crash"  of  May  1962,  SBIC 
stocks  naturally  went  down  the  drain 
with  them.  In  the  speculative  market 
of  today  they're  going  up,  up,  up. 

In  part,  this  is  because  the  SBICs, 
as  a  group,  have  done  rather  well. 
True,  some  have  failed.  Some  have 
quit  the  Small  Business  Administration 
program  because  they  felt  cramped  by 
the  SBA's  regulation.  And  more  than 
150  have  been  forced  to  quit  because 


the  SBA  didn't  like  the  way  they  were 
operated.  However,  these  have  been 
in  the  minority. 

In  contrast,  several  of  the  SBICs 
have  been  able  to  realize  substantial 
capital  gains  by  putting  money  into 
small,  privately  held  companies  in 
glamour  industries  like  electronics. 
When  these  companies  went  public, 
the  stocks  took  off.  Greater  Washing- 
ton and  Continental  Capital  each  has 
135,000  shares  of  Western  Microwave, 
which  cost  them  $191,000  each.  West- 
ern Microwave  went  public  on  Dec. 
8  at  22.  It's  now  selling  in  the  high 
30s.  Thus  both  SBICs  have  gains  on 
paper  of  close  to  $5  million. 

This  month,  the  SBA  announced 
new  regulations,  which,  in  the  view 
of  Associate  Administrator  Glen 
Brown  will  make  the  SBICs'  future 
even  brighter.  These  rules  will  enable 
SBICs  to  borrow  as  much  as  SIO  mil- 
lion from  the  Government  (present 
limit:  $4.7  million).  They  also  will 
enable  SBICs  to  guarantee  the  loans 
of  companies  in  which  they  invest. 
And  they  will  make  it  easier  for  SBICs 
to  merge.  SBICs,  says  Brown,  will  "be 
seeing  happier  days." 

Granting  this,  the  fact  remains  that 
nothing  the  SBICs  have  done  could 
possibly  justify  some  of  the  price  in- 
creases shown  on  the  table  below.  The 
prices  have  risen  simply  because  of 
what  Salik  called  "the  speculative  tone 
of  the  stock  market." 

The  attitude  of  investors  has  baffled 
even  some  of  the  men  who  run  SBICs. 
For   example,    H.J.    Sarles,    president 


and  treasurer  of  Narragansett  Capi- 
tal, notes  that  when  his  company  was 
formed  in  1961,  the  stock  rose  like  a 
Rofnan  candle  from  1 1  to  22.  This, 
he  says,  was  "absurd."  In  the  Ken- 
nedy crash,  it  plummeted  to  3%, 
•which  he  feels  was  absurd  too.  It's 
now  selling  at  about  17  or  18,  which 
he  considers  a  challenge.  "SBICs  are 
no  good  if  we  don't  know  a  lot  more 
about  .  .  .  how  to  invest  in  these  small 
companies  than  before,"  he  says. 

"Crap-Shoot."  Edgar  Meredith, 
president  of  Business  Capital,  says 
"this  industry  is  like  shooting  craps." 
His  own  company,  he  says,  has  come 
a  cropper  several  times  by  putting 
money  in  companies  that  had  tremen- 
dous potential  but  poor  management. 

Business  Capital  put  money  in  Co- 
lumbia Toy  Products,  which  went 
bankrupt.  It  has  a  stake  in  Premier 
Album,  which  is  teetering  on  the  edge 
of  bankruptcy.  On  the  other  hand,  it 
made  $1.87  a  share  for  its  stockholders 
on  Van  Dusen  Aircraft  Supplies,  and  it 
seems  to  have  a  good  thing  in  Inter 
Photo,  where  its  $69,000  investment  is 
now   worth   more   than   $1.5   million. 

Herman  E.  Goodman,  whose  Frank- 
lin Corp.  is  one  of  the  larger  SBICs, 
probably  made  the  definitive  statement 
in  a  letter  to  Forbes  on  Sept.  1 :  "Any- 
body who  needs  the  dividend,  anybody 
who  needs  the  interest  payment,  should 
not  be  in  a  publicly  owned  SBIC.  This 
is  purely  for  the  special  investor  who 
can  put  1%  or  2%  or  5%  of  his  in- 
vestable  funds  into  them,  and  he  has 
to  wait  for  maturity."  ■ 


O  D  1  I. 

^b        M   ^ 

Hdllil 

itdi  r 

lUllld- 

Latest 

Total 

Shares 

12-month 

Assets 

Outstanding 

Historical 

Price 

Recent 

Value 

Recent 

Earnings 

1967 

Company 

(millions) 

(thousands) 

Price  Range 

12/31/66 

Price 

Change 

Per  Share 

Discount 

Per  Share 

Distribution 

Electronics  Capital 

$43.9 

2,009 

69        45/8 

51/2 

213/4 

295.5% 

$23.11 

29% 

$0.35 

$0.40t 

Capital  Southwest 

43.8 

1,495 

20        41/2 

93/4 

20 

105.1 

27.75 

41    ■, 

0.45 

0.10 

Boston  Capital 

33.0 

1,415 

293/4-51/4 

5% 

201/8 

242.6 

20.95 

19 

0.30 

0.15 

Midland  Capital 

30.4 

1,453 

22V4— 21/8 

61/2 

141/2 

123.1 

21.41 

42 

0.83 

0.26 

Narragansett  Capital 

28.5 

791 

211/4—33/8 

71/4 

18 

148.3 

25.17 

46 

0.62 

0.20 

SBIC  of  New  York 

20.4 

790 

23    -8% 

121/2 

23 

84.0 

25.94 

19 

0.26 

None 

Texas  Capital 

19.8 

1,613 

11    —35/8 

5V8 

7 

36.6 

8.89 

33 

0.49 

0.28** 

Franklin  Corp. 

15.7 

1,022 

25    — 4V8 

41/8 

111/2 

178.8 

14.92 

48 

0.59 

None 

Greater  Washington  Ind.  Inv. 

14.2 

535 

31     -27/8 

43/4 

213/4 

357.9 

28,79 

29 

0.30 

0.45 

Continental  Capital 

14.1 

250 

371/2— 5  V2 

53/4 

371/2 

552.2 

46.61 

24 

0.05 

None 

Central  Investment 

10.7 

1,560 

33/4— 11/8 

2.00 

3V8 

56.3 

5.45 

41 

0.20 

0.06 

Citizens  &  Southern  Capital 

10.4 

780 

10    —21/4 

31/4 

10 

207.7 

10.77 

12 

0.17 

None 

Southeastern  Caoital 

10.2 

716 

131/2—4  V2 

61/8 

8% 

44.9 

13.52 

69 

0.40 

0.49 

Roy^l  Business  Funds 

8.9 

933 

223/8—23/4 

3 

5 

66.7 

4.33 

04 

0.28 

0.10 

First  Connecticut  SBIC 

8.0 

297 

28    -73/8 

133/4 

25  V2 

85.5 

12.20 

+122 

1.44 

1.10 

Business  Caoital 

7.8 

560 

16    —37/8 

75/8 

65/8 

-13.1* 

10.86 

42 

0.30 

0.09* 

FirstSBICof  New  Jersey 

7.1 

328 

131/2—53/4 

8 

8V4 

3.1 

13.67 

36 

0.19 

0.25 

LaSalle  Street  Capital 

7.1 

342 

133/4_4V8 

51/8 

133/4 

168.3* 

18.60 

29 

0.04 

None* 

Source:  SBIC  Evaluation  Service 

and  FORBES. 

'Plus  distribution  of  portfolio  company  stock; 

percent  change 

excludes  such  value,     find 

jdes  capital 

gains.     **P 

us  stock. 
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Whose  Housing  Slowdown? 

The  rich  are  getting  richer  /n  the  home-buildirig  iridustry  because 
they  don't  have  to  worry  about  a  shortage  of  mortgage  money. 


In  all  the  handwringing  over  the 
slowdown  in  homebuilding  caused  by 
tight  money,  one  fact  has  been  over- 
looked: The  situation  is  made  to  order 
for  the  big,  publicly  owned  home- 
building  companies.  While  the  rest  of 
the  nation's  80,000-odd  homebuilders 
suffer,  they  profit. 

Only  1.2  million  houses  were 
started  in  1966,  as  compared  with 
1.6  million  in  1963.  Last  year,  with 
1.3  million  housing  starts,  wasn't 
much  better.  Most  government  and 
business  economists  already  have  re- 
vised their  estimates  for  1968  down- 
ward from  a  20%  increase  over  1967 
to  a  10%  increase.  Even  the  revised 
estimate  is  beginning  to  look  optimis- 
tic, for  the  odds  are  that  mortgages 
will  become  increasingly  difficult  to 
get  and  that  mortgage  interest  rates, 
already  at  a  sky-high  6% -plus  over 
most  of  the  country,  will  continue  to 
increase. 

Profits  in  Bigness.  For  the  little 
guys,  who  build  over  90%  of  the  na- 
tion's houses,  the  situation  is  murder- 
ous. Not  so  for  the  three  big  publicly 
owned  builders  who  supply  about 
1%:  Kaufman  &  Broad  Building  Co. 
of  Los  Angeles,  Jim  Walter  Corp.  of 
Tampa,  Fla.  and  Levitt  &  Sons  of 
Long  Island,  N.Y.  Despite  the  slow- 
down that  began  in  1966,  last  year 
each  enjoyed  gains  in  sales  and  earn- 
ings— from  Jim  Walter's  earnings  gain 
of  4%  (year  ended  Aug.  31,  1967) 
to  Levitt's  estimated  profit  gain  of 
20%  (fiscal  year  to  end  Feb.  29). 
Each  thinks  1968  will  be  another  good 
year  for  them  because  they  don't  have 
to  rely  on  hand-to-mouth  financing 
the  way  the  small  builders  do. 

Levitt  was  the  first  company  in  the 
industry  to  set  up  credit  by  private 
placement  of  long-term  notes.  (It  went 
to  several  insurance  firms  in  1965.) 
That  and  other  financing  through 
commercial  banks  and  stock  issues 
gave  President  William  J.  Levitt  the 
means  to  build  the  company  into  the 
nation's  largest  home  builder — about 
4,400  houses  in  1966,  5,000  in  1967. 

"We  don't  borrow  for  construction 
loans,  which  is  usually  expensive  mon- 
ey; we  do  our  own  interim  financing 
for  construction,"  said  Executive  Vice 
President  Richard  M.  Wasserman. 
"We  arrange  mortgage  money  for 
qualified  potential  purchasers  a  year 
in  advance  through  all  the  normal 
channels  for  mortgage  money — -they're 
anxious  to  do  business  with  us." 
Levitt's    long-term    debt    a    year    ago 
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totaled  S4I  million,  including  $23 
million  of  mortgage  debt. 

Although  small  by  comparison  with 
major  companies  in  other  industries, 
Levitt's  gross  sales  for  the  last  fiscal 
year  were  S93.5  million  and  earnings 
were  S4  million.  Levitt  no  longer 
turns  potato  fields  into  communities 
as  it  did  in  the  late  1940s  with  its 
17,400-unit  Levittown  on  Long  Is- 
land. The  company  now  builds  small- 
er developments  near  major  U.S.  cities 
as  well  as  near  Paris  and  in  Puerto 
Rico. 

Follow  the  Leader.  While  Levitt  has 
limited  its  U.S.  developments  to  the 
East  Coast,  except  for  Chicago,  Kauf- 
man &  Broad  has  stayed  away  from 
the  East.  It  has  found  enough  business 
in  Chicago,  Detroit,  Phoenix  and  Los 
Angeles  to  make  it  the  nation's  second- 
largest  publicly  owned  home  builder: 
With  1967  (ended  Nov.  30)  gross 
sales  of  $45  million  and  earnings  of 
$1.7  million,  it  is  less  than  half  the 
size  of  Levitt.  President  Eli  Broad 
(rhymes  with  road)  admires  Levitt 
and  has  adapted  some  of  its  financial 
tactics,  including  going  public,  which 
he  did  in  1961,  a  year  after  Levitt. 
"We're  a  well  capitalized  company 
now,"  Broad  said  of  K&B's  $16  mil- 
lion of  working  capital  and  $11  mil- 
lion of  long-term  debt.  The  company 
helps  get  mortgage  financing  for  cus- 
tomers a  year  in  advance  through  a 
subsidiary. 

Such  financial  planning  helped  K&B 
to  sefl  2,500  houses  last  year.  It  even 
did    well    in    California — the    market 


that  usually  suffers  the  most  during 
a  housing  decline.  Los  Angeles  ac- 
counted for  40%  of  K&B's  sales  in 
1967  vs.  30%  in  1966.  K&B  plans  to 
add  a  new  division  this  year — per- 
haps in  San  Francisco — and  hopes  to 
start  building  in  Paris  by  1969.  (Lev- 
itt opened  its  first  development  there 
in   1965.) 

Like  Levitt,  Broad  sees  advantages 
in  public  ownership:  "In  periods  of 
tight  money,  even  some  of  the  big  pri- 
vate companies  have  trouble.  They're 
not  in  a  position  to  go  to  Wall  Street 
themselves,  so  they  sell  to  big  corpo- 
rations that  want  to  get  into  the  hous- 
ing market  before  the  boom.  The 
builders  want  to  grow,  and  this  gives 
them  access  to  the  capital  resources 
of  the  bigger  company." 

This  was  Ray  A.  Watt's  (president 
of  the  R.A.  Watt  Co.)  situation.  Last 
year  he  sold  a  50%  interest  in  his 
Los  Angeles  company  (1966  sales  of 
$45  million)  to  Boise  Cascade  Corp. 
He  needed  Boise's  money  to  take  ad- 
vantage of  the  building  boom  being 
predicted  for  the  Seventies — 2  million 
housing  starts  annually.  To  share  in 
that  kind  of  business,  even  Levitt  will 
need  more  financing.  To  get  it,  Levitt 
has  agreed  to  acquisition  by  Interna- 
tional  Telephone  &  Telegraph   Corp. 

Great  Shape.  Chairman  Jim  Wal- 
ter of  Jim  Walter  Corp.  is  going  the 
opposite  direction:  He  is  financing  his 
shell-housing  business  with  some  di- 
versification. Building  and  selling  par- 
tially finished  houses  in  the  Southeast 
and  Southwest  accounted  for  23%  of 
the  company's  net  sales  of  $178  mil- 
lion in  1967  (ended  Aug.  31);  total 
earnings  were  $7  million.  Walter  says, 
"We  have  lines  to  all  the  major  banks. 
Our  portfolio  is  worth  about  $240 
million  and  the  cash  flow  from  that 
cuts  down  on  our  need  for  fresh 
money.  We're  in  beautiful  shacie." 

Walter  thinks  this  year  will  be  an- 
other good  one  for  his  construction  di- 
vision: In  periods  of  tight  money 
there  is  more  demand  for  cheap 
houses  ($2,000  to  $4,000)  that  buy- 
ers can  finish  inside  themselves,  and 
the  company  finances  90%  of  these 
buyers  itself  with  installment-pay- 
ment plans — a  policy  that  Levitt  and 
K&B  both  shun. 

Broad  also  expects  another  good 
year,  and  he  considers  tight  money 
a  psychological  disadvantage,  not  a 
fiscal  one:  "People  sit  home  and  read 
in  the  papers  about  tight  money.  They 
don't  even  look  at  new  houses — they 
sit  home  and  wait."  Levitt's  Wasser- 
man calls  tight  money  "scare  psychol- 
ogy," and  tries  to  fight  scare  with 
scare.  By  the  time  interest  rates  go 
down,  he  warns,  the  price  of  houses 
will  be  up:  "You'll  pay  a  hell  of  a  lot 
more  in  the  long  run  if  you  wait."  ■ 
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Bond  Yields:  How  High? 


A  generation  ago  municipal  bonds  yielded  2%,  Treasury  bonds  2.5%, 
corporates  3%.  Since  then,  yields  in  all  categories  have  doubled  and 
more  than  doubled.  Will  the  bear  market  in  bonds  continue  forever? 


It  would  be  a  brave — and  perhaps 
foolhardy — man  who  would  predict 
with  any  confidence  the  direction  in 
which  interest  rates  will  move  in  1968. 
To  do  so,  he  would  first  have  to  pre- 
dict 1 )  what  will  happen  in  Vietnam; 
2)  what  will  happen  to  the  President's 
request  for  a  tax  increase;  3)  whether 


the  recent  rate  of  inflation  will  speed 
up  or  slow  down;  and  4)  how  the  stock 
market  is  likely  to  behave.  In  times 
like  these  it  is  impossible  to  separate 
economics  from  politics. 

There  is  certainly  no  shortage  of 
opinions  about  interest  rates,  however. 
Some  observers  think  the  bond  mar- 


Bonds  and  Stocks- 
How  Yields  Have  Changed 

Corporate  Bond  Yields 
YIELD  S&P  500  Common  Stock  Yields 


2K 


f 


1925     30        35        40       45 


50 


55       60        6567 


ket's  sharp  rally  in  the  first  week  of 
1968  indicated  that  the  bottom  had 
been  passed.  But  others  regard  the 
rally  partly  as  short-covering,  partly 
as  bargain-hunting  by  amateurs  who 
were  lured  into  the  market  by  peace 
rumors.  Overall,  the  general  opinion 
seems  to  be  that  interest  rates  are  go- 
ing to  remain  high  at  least  well  into 
the  year. 

The  result  has  been  a  flight,  particu- 
larly by  investment  trusts,  pension 
funds  and  universities,  from  bonds  to 
stocks.  Bond  prices  have  dropped  so 
much  that  yields  on  bonds  today  are 
the  highest  in  a  century.  Although 
bond  yields  have  exceeded  stock  yields 
before  (though  infrequently,  as  the 
chart  shows),  never  have  they  ex- 
ceeded them  by  nearly  as  much.  Even 
with  moderate  inflation,  bonds  are 
now  competitive  with  blue-chip  com- 
mon stocks  in  long-term  yields.  At  7%, 
which  is  where  many  good-grade 
bonds  are  selling  today,  an  investor  can 
double  his  money  in  a  little  more  than 
ten  years  in  bonds.  Some  good  blue- 
chip  stocks  have  not  done  nearly  that 
well  over  the  last  ten  years,  including 
dividends. 

In  short,  not  in  living  memory  have 
bonds  been  such  a  good  buy.  Are  they, 
then,  a  bargain?  That  will  depend  on 
the  imponderables  listed  above.  If  in- 
flation should  get  worse,  for  example, 
the  high  interest  rates  might  not  be 
able  to  compensate  fully  for  the  shrink- 
age in  the  purchasing  power  of  fixed- 
dollar  bonds. 

The  Long  View.  There  are  those  who 
think  that  interest  rates  will  remain 
high  enough  to  offset  this  steady  shrink- 
age in  the  purchasing  power  of  bonds. 
Perhaps  so,  but  can  they  remain  as 
high  as  they  are  now?  That  is  doubtful. 
U.S.  growth  and  prosperity  have  tra- 
ditionally been  based  on  easy  credit. 
So  has  our  whole  system  of  individual 
home  ownership.  Basically,  only  big 
corporations  can  afford  to  pay  the  cur- 
rent high  rates;  for  the  deductibility  of 
interest  from  pretax  income  means  that 
they  really  pay  only  3.5%  when  they 
take  on  7%  debt.  Not  so  the  average 
homeowner,  who  could  hardly  pay  the 
8%  or  9%  that  would  be  required  to 
make  home  mortgages  competitive 
with  7%   corporate  bonds. 

Small  business,  too,  is  disadvantaged 
{see  p.  30)    as  against  big  corpora- 
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tions.  And  even  local  governments 
lose  out  to  corporations  when  interest 
rates  are  high.  Stripped  of  technicali- 
ties, the  recent  rash  of  tax-exempt  in- 
dustrial revenue  bonds  is  nothing 
more  than  a  pre-empting  of  the  mu- 
nicipal bond  market  by  big  private  cor- 
porations at  rates  that  threaten  to 
freeze  out  local  governments  that  must 
service  their  bonds  from  taxes.  This 
month,  for  example.  Mayor  John  V. 
Lindsay  of  New  York  City  found  it 
necessary  to  ask  the  state  legislature's 
permission  to  raise  from  5%  to  6% 
the  maximum  rate  the  city  could  pay 
on  its  bonds.  "At  the  present  5%  rate 
limitation  [city  bonds]  may  well  prove 
unmarketable,"  he  explained. 

Savings  banks  and  savings  &  loan 
associations  also  have  suffered  from 
the  rise  in  bond  yields.  They  pay  a 
maximum  of  5*^  interest.  With  Braniff 
Airways  yielding  7.789c  to  maturity, 
Westinghouse  7.49%,  R.J.  Reynolds 
7.13%  and  Anheuser-Busch  7.71%, 
to  name  just  a  few,  individuals  have 
been  withdrawing  money  from  banks 
and  S&Ls  and  putting  them  in  bonds. 
During  the  last  three  business  days  of 
1967  and  the  first  business  day  of 
1968,  for  example,  the  15  largest  sav- 
ings banks  in  New  York  City  reported 
a  net  outflow  in  deposits  of  $90.8 
million,  as  compared  with  a  S59.7- 
million  outflow  sustained  during  the 
same  period  a  year  before. 

This  situation  has  caused  Norman 
Strunk,  executive  vice  president  of  the 
U.S.  Savings  &  Loan  League,  the  prin- 
cipal association  of  S&Ls  in  the  coun- 
try, to  warn  that  mortgages  will  be 
harder  to  get  in  1968  than  in  1967 — 
and  more  expensive. 

Against  the  Grain.  Permanently  high 
interest  rates  seem  incompatible  with 
many  of  the  U.S.'  most  traditional 
values  and  interests.  This  in  turn 
means  that  they  are  probably  politi- 
cally unacceptable  over  the  long  run. 

Therefore,  if  inflation  can  be  slowed 
down  to  a  more  gradual  rate,  and  if 
the  Vietnam  war  cools  down  enough 
to  restore  order  to  the  financial  mar- 
"kets.  the  late  1967-early  1968  period 
may  go  down  in  history  as  the  time 
when  fixed-income  securities  were  a 
great  buy.  Does  that  suggest  that  bond 
yields  would  then  recede  to  a  more 
normal  level?  The  only  thing  safe  to 
say  is  that  they  always  have. 

Of  course,  if  that  should  happen,  the 
people  who  have  been  switching  from 
bonds  to  stocks  as  a  hedge  against  in- 
flation, mif^ht  take  a  beating.  Stock 
prices  might  go  down.  On  the  other 
hand,  people  who  switched  from  sav- 
ings banks  and  S&Ls  to  bonds  would 
profit  doubly.  For,  in  addition  to  get- 
ting a  high  yield  on  what  they  paid  for 
the  bonds,  they  would  see  the  bonds 
appreciate.  ■ 


Corporate  Bonds 


Interest  & 

Call 

Recent 

1967-68 

Yield  to 

Current 

Due  Date 

Price 

Price 

Price  Range 

Maturity 

Yield 

Alum.  Co.  of  America 

4^4%- 

'82 

$102.10 

82 

94    — 

80 1/2 

6.12% 

5.18% 

American  Tel  &  Tel. 

23/4      _ 

'80 

102.00 

71 

78V8- 

671/2 

6.13 

3.87 

Anheuser-Busch 

33/8      _ 

'77 

101.50 

741/4 

82    - 

741/4 

7.71 

4.55 

Atchison,  Topeka&S.Fe 

4        — 

'95 

NO 

741/8 

89    - 

711/2 

5.73 

5.40 

Baltimore  G&E 

3        - 

'89 

102.26 

61 1/8 

68    - 

575/8 

6.08 

4.90 

Braniff  Airways 

53/4    - 

'86 

105.45 

79 

891/8— 

75 

7.78 

7.27 

Burlington  Industries 

43/4    - 

'90 

103.70 

82 

945/8- 

75 

6.15 

5.79 

Chicago  &  N.  Western 

3        — 

'89 

102.50 

50 

70    - 

50 

7.29 

6.00 

Firestone  Tire  &  Rubber 

3 1/4      - 

'77 

101.00 

761/2 

851/4- 

75 

6.74 

4.24 

B.r.  Goodrich 

45/8    - 

'85 

103.25 

831/4 

96    — 

8O1/2 

6.16 

5.55 

Gulf  Oil 

5.35    - 

'91 

105.08 

90 

1031/4- 

87 

6.10 

5.94 

Household  Finance 

63/8      - 

'88 

101.25 

100 

100    — 

96 

6.38 

6.38 

Kimberly  Clark 

5%    - 

'91 

105.30 

97 

99%- 

961/4 

6.10 

6.05 

Missouri  Pacific  R.R. 

41/4   — 

'90 

102.00 

673/4 

80    — 

631/8 

6.87 

6.27 

Montgomery  Ward 

4%    - 

'90 

104.50 

78 

94    — 

75 

6.64 

6.25 

National  Dairy 

ZVa    - 

'76 

101.13 

78 

871/2- 

761/4 

6.70 

4.00 

Northern  Pacific  Ry. 

4        — 

'97 

NO 

66 1/2 

821/2- 

631/2 

6.24 

6.01 

Pacific  Gas  &  Elec. 

41/2    - 

'90 

103.50 

80 

92    - 

75 

6.04 

5.62 

Philadelphia  Electric 

43/8    - 

'86 

103.40 

791/2 

921/8- 

751/2 

6.18 

5.50 

Pullman 

57/8    - 

'97 

104.63 

90 

101    - 

89 

6.56 

6.52 

Reynolds,  R.J. 

3        - 

'73 

101.25 

83 

88    - 

82 

7.13 

3.61 

Sears,  Roebuck 

43/4    - 

'83 

103.76 

86 

98    - 

83 

6.14 

5.52 

Shell  Oil 

45/8    - 

'86 

103,50 

821/8 

97    — 

80 1/2 

6.20 

5.63 

Socony  Mobil 

4»/4      — 

'93 

104.50 

79 

901/4— 

741/4 

5.71 

5.38 

Standard  Oil  of  Calif. 

53/4     - 

'92 

104.44 

96 

100%— 

933/4 

6.04 

5.98 

Std.OilofN.J. 

23/4      - 

'74 

101.00 

81 1/4 

86    - 

801/8 

6.60 

3.38 

Tidewater  Oil 

31/2  - 

'86 

102.25 

711/2 

8O1/4- 

693/8 

5.98 

4.90 

Times-Mirror 

41/2   — 

'90 

102.98 

78 

90    - 

713/4 

6.21 

5.77 

Transcont.  Gas  Pipe 

53/4  - 

'88 

106.75 

100 

1001/8— 

99 

6.75 

6.75 

Union  Tank 

5        - 

'86 

103.50 

821/4 

981/8- 

80% 

6.60 

6.07 

U.S.  Steel 

45/8    - 

'96 

103.00 

79 

943/8— 

753/4 

6.03 

5.85 

Westinghouse  Elec. 

31/2    - 

'81 

100.63 

66 

84    - 

66 

7.49 

5.30 

Weyerhaeuser 

bVi    - 

'91 

104.95 

871/2 

102    - 

855/8 

6.14 

5.94 

NO— non  callable 

Government  Bonds 

Interest  & 
Due  Date 

Recent 
Price 

Yield  To 
Maturity 

Current 
Yield 

3y2% 

—'80 

$82.16 

5.35°/ 

4.26% 

4 

—'80 

86.22 

5.46 

4.64 

3'/4 

—'83-78* 

79.40 

5.18 

4.09 

31/4 

-'85 

78.18 

5.08 

4.17 

4'/4 

—'92-87* 

85.12 

5.28 

4.99 

AVs 

—'94-89* 

83.16 

5.25 

4.96 

3 

-'95 

78.20 

5.31 

3.84 

3^2 

-'98 

79.20 

4.73 

4.42 

*lssue  callable  after  earlier  date 

Tax-Exempt  Municipals 

nterest  & 
Due  Date 

Recent 
Price 

Yield  to 
Maturity 

Current 
Yield 

CALIFORNIA 

California 

31/2% 

12/1/77 

$86.50 

5.25% 

4.05% 

Estero  Municipal  Imp.  Dist. 

5V8 

8/1/03 

77.6( 

) 

6.80 

6.60 

FLORIDA 

Cocoa  Beach 

4 

12/1/74 

93.59 

5.10 

4.27 

INDIANA 

Howard  County 

25/8 

7/1/77 

81.50 

5.10 

3.22 

MASSACHUSEnS 

Massachusetts 

3.30 

10/1/76 

88.00 

5.00 

3.75 

Massachusetts  Port  Auth. 

31/2 

7/1/80 

841/8 

5.25 

4.16 

MICHIGAN 

Clawson 

33/4 

7/1/83 

81% 

5.50 

4.58 

Taylor  School  Dist. 

3^2 

6/1/87 

75.25 

5.60 

4.65 

NEW  YORK 

N.Y.  State  Thruway  Auth. 

ZVi 

1/1/85 

64.40 

5.50 

3.49 

N.Y.  State  Thruway  Auth. 

2% 

1/1/94 

62.25 

5.50 

4.42 

PENNSYLVANIA 

Philadelphia 

2% 

5/1/78 

75.00 

6.00 

3.67 

Pitts.  Ser.  A  Housing  Auth. 

2 

4/1/79 

71.00 

5.50 

2.82 

TEXAS 

Denton 

2.90 

11/1/85 

71.75 

5.40 

4.04 

McKinney  Ind.  School  Dist. 

3 

4/1/79 

79.00 

5.50 

3.80 
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Do\/\fe\/Vin1bo  Big'2 


The  results  of  the  latest  survey  among  top— really 
top— management  has  FORBES  a  bit  bothered. 

It's  a  survey  by  independent  researchers  Erdos  and 

Morgan,  Inc.  to  find  out  which  of  six  magazines  are  read 

regularly  and  most  thoroughly  by  the  officers  of  the 

nation's  927  biggest  corporations. 

FORBES  came  in  first. 

But  the  margin... 25%! 

Maybe  we'd  have  done  better  with  this  Erdos  and  Morgan 
survey  if  we  hadn't  done  so  well. 

The  questionnaire,  with  no  mention  of  FORBES  except  in 
the  alphabetical  listing,  was  sent  by  Erdos  and  Morgan 
to  2,000  random-selected  names  on  FORBES  Executive 
Complimentary  list— all  the  officers  of  corporations 
with  assets  of  $75  million  or  more.  (There  are  ap- 
proximately 11,500  such  Chairmen,  Presidents,  Vice- 
Presidents,  Secretaries  and  Treasurers.) 

The  simple  questions  and  the  important  results 
are  on  the  next  page. 

All  the  magazines  mentioned  in  this  study  stress  their 

top  management  audience.  And  this  group  of  executives 

surveyed  couldn't  be  more  important.  Presumably  most 

of  them  receive  many,  if  not  all  of  these  six  magazines 

on  either  a  complimentary  or  paid  subscription  basis. 

The  important  question  isn't  what  magazines 
these  moguls  receive. 

The  key  question:  What  magazine  do  they  rea6— regularly 

—most  thoroughly? 

The  answer  is  FORBES.    By  a  pretty  good  margin. 

Forbes:  capitalist  tool 


Q: 


Please  check  below  those  magazines  you  read 
regularly  (at  least  3  out  of  4  issues) 


Magazine 

Number 

Percent 

FORBES 

1,159 

81.8 

Time 

804 

56.7 

Business  Week 

764 

53.9 

Fortune 

673 

47.5 

U.S.  News 

538 

38.0 

Newsweek 

439 

31.0 

None/no  answer 

18 

1.3 

Q: 


Of  the  magazines  you  checked  above, 
which  two  do  you  read  most  thoroughly? 


Total  Mentions 

Magazine 

Number 

Percent 

FORBES 

702 

49.5 

Time 

573 

40.4 

Business  Week 

426 

30.1 

U.S.  News 

339 

23.9 

Fortune 

306 

21.6 

Newsweek 

191 

13.5 

None/no  answer 

297 

21.0 

First  Mention 

Second  Mention 

Magazine 

Number        Percent 

Magazine 

Number 

Percent 

Time 

394 

27.8 

FORBES 

396 

27.9 

FORBES 

306 

21.6 

Fortune 

212 

15.0 

Business  Week 

231 

16.3 

Business  Week 

195 

13.8 

U.S.  News 

201 

14.2 

Time 

179 

12.6 

Fortune 

94 

6.6 

U.S.  News 

138 

9.7 

Newsweek 

88- 

6.2 

Newsweek 

103 

7.3 

None/no  answer 

103 

7.3 

None/no  answer 

194 

13.7 

Base:  1417 


Note:  For  brochure  on  complete  study,  write  Research 
Director,  Forbes,  60  Fifth  Ave.,  N.  Y.,  N.  Y.  10011. 


Faces  Behind  the  Figures 


Maurice    R.    Chambers 
Not  by  Shoes  Alone 

Shoes  made  Interco  Inc.,  but  it 
wasn't  shoes  that  made  Interco 
second  in  Growth  and  first  in  Trend 
on  the  Forbes  Yardsticics  among 
the  nation's  mass-merchandisers  last 
year  (Forbes.  Jan.  1).  Interco's 
resurgence  was  primarily  the  result 
of  a  decision  Maurice  R.  (Dude) 
Chambers  made  when  he  unexpect- 
edly became  president  in  1962. 
There  was  only  limited  growth  in 
the  shoe  business,  so  Chambers  sim- 
ply decided  to  do  what  Genesco, 
Interco's  bigger  and  more  profitable 
rival,  did  before  it:  diversify  into 
apparel  and  retailing.  Since  then 
Dude  Chambers  has  made  real 
progress:  Shoes  now  account  for 
only  65%  of  sales;  and  earnings 
last  year  were  up  18%  over  1966's 
record  of  $3.91  a  share  with  a  sales 
gain  of  14%  over  1966's  revenue 
of  $469  million. 

It  was,  in  many  respects,  a  hard 
decision  for  Chambers  to  make, 
for,  until  then,  shoes  had  been  his 
life.  His  grandfather  sold  them,  his 
father  styled  them,  and  he  himself 
left  school  at  15  to  make  them  in 
a  Jefferson  City,  Mo.  factory. 
From  the  factory  he  went  on  the 
road  as  a  shoe  salesman,  used  his 
earnings  to  buy  five  small  shoe 
stores,  sold  them,  and  wound  up 
finally  as  a  sales  manager  for  Inter- 
national Shoe  Co.,  as  Interco  was 
then  called.  That  was  in  1949. 
By  1962,  after  two  members  of  the 
controlling  Rand  family  had  died, 
the  way  was  open  for  Dude  Cham- 

C/iambers  of  Interco 


bers  to  become  president. 

The  company  was  a  mess  when 
he  took  over.  It  had  never  surpassed 
its  record  profit  of  $18  million  set 
way  back  in  1927.  Copying 
Genesco,  Chambers  has  since  diver- 
sified by  buying  junior  department 
store  chains  (located  mainly  in 
small  towns),  men's  and  boys' 
wear  manufacturers  and  retail  and 
wholesale  hardware  distributors. 
Chambers  has  no  intention  of  quit- 
ting the  shoe  business.  But,  he  says, 
"We  plan  to  grow  in  other  areas."  ■ 


John   Garrity 
Dissenting  Opinion 

Just  about  everyone  believes  that 
business  is  well  ahead  of  govern- 
ment when  it  comes  to  utilizing 
modern  management  techniques. 
John  Garrity  says  it's  not  so;  and 
Garrity  is  a  man  who  speaks  with 
some  authority.  He  runs  the  30- 
man  Washington  office  of  McKin- 
sey  &  Co.,  one  of  the  country's 
largest  management  consulting 
firms  (Forbes,  Nov.  15,  1967). 
"There  are  many  areas  in  manage- 
ment practices  that  have  been  much 
more  fully  developed  in  govern- 
ment than  in  private  industry,"  he 
declares. 

For  example,  he  says  the  govern- 
ment's use  of  computers  is  consider- 
ably advanced  over  that  found  in 
much  of  private  industry.  Probably 
even  more  important  is  the  govern- 
ment's highly  organized  planning 
process.  "In  some  companies  a  bud- 
get is  simply  past  spending  pro- 
jected and  then  eloquently  de- 
fended and  rationalized,"  Garrity 
says.  "In  government  the  entire 
process  of  planning  and  budgeting 
is  more  advanced  than  generally 
found  in  industry." 

One  important  reason  for  govern- 
ment's edge  in  this  area,  points  out 
Garrity,  is  that  it  does  not  have 
the  external  discipline  of  a  profit- 
and-loss  statement  or  market  share 
figures  against  which  to  measure  its 
progress.  Instead,  a  government  bu- 
reau must  define  its  own  objectives 
and  then  develop  strong  internal 
controls  to  meet  them. 

Garrity's  background  has  given 
him  the  experience  to  talk  authori- 
tatively on  industry  and  government 
management.  He  came  to  McKin- 
sey  in   1950  after  three  years  with 
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Garrity    of    McKinsey    &    Co. 

Johns-Manville  and  spent  12  years 
working  in  McKinsey's  New  York 
office,  advising  private  industry.  He 
took  over  McKinsey's  Washington 
operation  three  years  ago. 

He  agrees  that  government  does 
not  do  everything  better  than  in- 
dustry. He  believes  that  industry 
generally  keeps  its  management 
better  informed  for  decision-mak- 
ing. Also  that  industry  is  more  flexi- 
ble and  more  innovative. 

Even  in  Washington,  25%  of 
Garrity's  work  is  with  industry,  and 
he  plans  to  keep  it  that  way.  "This 
is  an  objective  around  here,"  he 
says.  "One  of  our  functions  is  to 
cross-fertilize  the  best  from  both 
worlds."  ■ 


I.W.  Abel 
"Statesman's"  Dilemma 

lORwiTH  Wilbur  Abel,  the 
chunky.  59-year-old  head  of  the 
United  Steelworkers  of  America,  is 
the  focus  of  all  eyes  on  the  labor 
scene  this  year,  just  as  United  Auto 
Workers'  leader  Walter  P.  Reuther 
was  in  the  spotlight  in  1967.  The 
reason:  The  bigger  the  industry,  the 
more  its  labor  contracts  serve  as  a 
bellwether  for  all  business;  and  steel 
is  the  largest  industry  facing  labor 
negotiations  in  1968. 

But  Abel  has  problems  that 
Reuther  did  not  have.  One  of  them 
is  Reuther.  "I  suppose,"  says  Abel 
of  the  negotiations  that  will  pre- 
cede the  Aug.  1  contract  deadline, 
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"we  will  be  desirous  of  improving 
on  what  was  done  elsewhere."  Im- 
proving on  Reuther's  auto  industry 
settlements  would  mean  improv- 
ing on  an  estimated  7%  increase 
in  the  wage  and  benefit  packages; 
the  Steelworkers  got  only  a  3.2% 
increase  last  time  around  in  1965. 

In  addition,  Reuther's  auto- 
workers  are  far  ahead  of  Abel's 
steelworkers  in  supplementary  un- 
employment benefits,  in  our  case, 
it's  over  65%  of  your  normal  earn- 
ings for  a  two-year  period,"  says 
Abel.  "In  Walter's  settlement  with 
Ford,  it's  something  like  94%,  as- 
suming you  got  certain  annual 
credits." 

Aside  from  his  rivalry  with 
Reuther,  Abel's  basic  problem  is 
this:  The  steel  industry  just  isn't 
as  profitable  as  the  auto  industry. 
In  fact,  it's  among  the  least  profit- 
able and  slowest-growing  in  the 
Forbes  annual  industry  rankings. 
Abel,  therefore,  has  been  forced 
to  talk  like  a  labor  statesman  of 
late.  He  has  lent  his  voice  to  the 
industry's  appeal  for  protection 
against  imports  of  steel.  Of  strikes 
he  says:  "It's  time  we  make  a  spe- 
cial effort,  both  industry  and  labor, 
in  handling  problems.  Long  strikes 
are  not  the  answer."  Last  fall 
he  proposed  a  plan  for  voluntary 
binding  arbitration  of  differences 
not  amenable  to  settlement  at  the 
bargaining  table.  In  other  words, 
eflective  notice  that  no  steel  strike 
would  occur. 

Unfortunately  for  Abel  and  the 
industry,  there  are  rumblings  of 
opposition  within  the  USW  mem- 
bership to  voluntary  arbitration  or 
any  other  soft-line  tactics. 

The  steel  industry  may  be  beset 
by  problems,  but  "Abe"  Abel's  job 

Abel  of   Steelworkers 
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is  still  to  listen  and  respond  to  his 
membership — or  they  can  oust  him 
as  they  did  his  predecessor,  David 
J.  McDonald.  So  it's  a  sure  bet  that 
Abel's  statesmanship  will  become 
an  early  casualty  in  1968.  To  see 
just  how  poor  a  labor  statesman 
he  can  be,  one  need  only  look  at 
the  six-month  copper  strike — led  by 
none  other  than  I.W.  Abel.  ■ 


William  J.  Quinn 
The  Beginning  of  the  End 

During  the  eight  years  that  Wil- 
liam J.  Quinn,  56,  headed  up  the 
vast  10,500-mile  Milwaukee  Road, 
he  worked  hard  and  long  to  dis- 
mantle its  spectacularly  unprofitable 
passenger  service,  and  the  Mil- 
waukee wound  up  with  the  distinc- 
tion of  being  the  first  major  road  to 
scrap  its  transcontinental  passenger 
service  entirely.  When  Quinn 
moved  across  the  street  in  Chicago 
to  take  over  the  presidency  of  the 
Chicago,  Burlington  &  Quincy  Rail- 
road over  a  year  ago,  he  changed 
his  tune  and  became  a  passenger 
man  again. 

After  all,  the  Burlington  had  in- 
augurated the  great  and  glamorous 
age  of  the  diescl-powered  passenger 
streamliners  with  its  trend-setting 
pioneer  Zephyr  back  in  1934, 
and  it  continued  to  maintain  its 
Zephyr  fleet  in  top-notch  condition. 
Burlington's  passenger  volume  by 
the  early  Sixties  had  actually  in- 
creased modestly  over  what  it  had 
been  a  decade  before. 

But  *now  Quinn,  a  lawyer  and 
father  of  eight,  who  had  worked 
for  both  the  FBI  and  the  Soo  Line 
before  settling  down  at  the  Mil- 
waukee, has  changed  his  mind 
again.  To  see  why,  he  says,  all  you 
have  to  do  is  compare  the  costs  of 
a  Boeing  727  jet  with  the  famed 
and  still  heavily  patronized  Zephyr. 
On  an  average  trip  between  Chi- 
cago and  Denver,  the  train  may 
have  the  advantage  in  revenues. 
The  Zephyr  averages  166  passen- 
gers, the  jet  72,  so  that  the  train 
takes  in  roughly  $5,000  per  trip, 
the  jet  $3,400.  But  the  jet  makes 
the  trip  in  two  hours  vs.  the  train's 
18'/2,  and  the  jet  moves  still  more 
decisively  into  the  lead  when  it 
comes  to  costs:  Train  costs  aver- 
"age  $5,400  per  trip,  jet  costs  average 
only  $2,500. 

The  big  difference  is  labor:  It 
takes  six  employees  to  operate  the 
plane,  47  to  operate  the  train.  "For 
every  trip  the  727  makes,"  Quinn 
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Quinn  of  the  Burlington 

says,  "the  revenues  exceed  ex- 
penses by  about  $950.  For  every 
trip  the  Zephyr  makes,  it  loses — on 
a  conservative  basis— about   $350. 

"As  recently  as  a  year  ago," 
Quinn  adds,  "many  of  us  felt  that 
such  crack  trains  as  the  Denver 
Zephyr  would  be  kept  busy  for 
some  time  to  come."  But  no  longer. 
For  one  thing,  the  Burlington's  pas- 
senger revenues  were  off  about  13% 
last  year.  For  another,  the  Post  Of- 
fice Department  has  been  drastically 
curtailing  its  Railway  Post  Office 
car  operations.  These  cars  were  op- 
erated in  passenger  service  and  so 
helped  to  offset  some  of  the  indus- 
try's passenger  losses.  With  the  drop 
in  RPO  cars  goes  the  last  economic 
prop  of  a  large  portion  of  the  U.S.' 
rail  passenger  service. 

The  Burlington  has  no  imme- 
diate plans  to  file  for  a  massive  dis- 
continuance of  its  passenger  service, 
as  the  Santa  Fe  did  last  October. 
But  Quinn  clearly  believes  it's  only 
a  matter  of  time  before  it  does.  ■ 


George  Fumich  Jr. 
New  Uses  for  Coal 

When  John  F.  Kennedy  toured 
West  Virginia  during  his  campaign 
for  the  Democratic  nomination  for 
President  in  I960,  he  was  visibly 
appalled  by  what  he  saw  in  the  coal 
towns  south  of  the  Kanawha  River. 
In  town  after  town  the  mine  was 
shut  down;  the  younger  men  had 
moved;  the  older  men  told  Kennedy 
they  hadn't  worked  in  five  years  or 
more  and  didn't  expect  ever  to 
work  again  unless  a  miracle  oc- 
curred to  reopen  the  mine. 

Soon  after  his  inauguration  Ken- 
nedy called  in  a  young   (43-year- 
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old)  lawyer  named  George  Fumich 
Jr.  and  ordered  him  to  "get  things 
going  for  coal."  Fumich  himself 
had  once  dug  coal  for  a  living 
when  he  was  working  his  way 
through  school. 

As  head  of  the  Office  of  Coal  Re- 
search in  the  Interior  Department 
under  the  Johnson  Administration, 
Fumich  believes  the  coal  industry 
will  become  part  of  what  he  calls 
the  "total  energy  concept."  He  has 
been  encouraging  coal  companies  to 
merge  with  oil  companies;  many  of 
the  combined  companies  then  move 
into  nuclear  energy.  For  example. 
Gulf  Oil  has  merged  with  Pittsburgh 
&  Midway  Coal:  Continental  Oil 
has  merged  with  Consolidation 
Coal;  and  both  are  going  into 
uranium. 

In  addition,  the  Office  of  Coal 
Research  is  attempting  to  find  new 
uses  for  coal.  It  has  signed  a  SlO- 
million  contract  with  Consolidation 
Coal  (and  Continental  Oil)  to  bring 
a  pilot  plant  on  stream  early  this 
year  that  will  produce  "competitive- 
ly priced  high-octane  gasoline  for 
around  10  cents  to  13  cents  a  gal- 
lon out  of  coal."  It  also  is  working 
with  Westinghouse  to  develop  a 
coal-energized  fuel  cell.  Other  proj- 
ects: a  $6-miliion  pilot  plant  con- 
tract with  FMC  Corp.  to  produce 
liquid  fuels,  a  solid  char  boiler- 
furnace  fuel  and  even  hydrogen 
out  of  coal:  and  a  contract  with 
Atlantic-Richfield  to  use  coal  as  a 
supplementary  oil  refinery  feed 
stock. 

Says  Fumich:  "We're  going  to 
squeeze  all  kinds  of  stuff  out  of 
coal."  The  merger  movement  be- 
tween the  coal  and  the  oil  com- 
panies, he  predicts,  "will  make  this 
whole  thing  move  much  faster."  ■ 

Fumich  of  Coal  Research 


Max  M.  Ulrich 
New  Job  at  Con  Ed 

Ever  since  Charles  F.  Luce  be- 
came chairman  of  New  York's 
Consolidated  Edison  Co.  last  Aug. 
1,  the  troubled  utility's  relations 
with  its  customers  have  been  his 
chief  concern.  "When  your  cus- 
tomers believe  you're  not  really  in- 
terested in  their  problems,  your 
company  is  wide  open  for  attacks 
on  other  unrelated  matters,"  he 
told  Forbes  (Oct.  15.  1967).  So, 
amid  a  raft  of  Con  Ed  management 
changes  to  greet  the  New  Year, 
Max  M.  Ulrich  was  appointed  vice 
president  in  charge  of  customer 
accounting  and  customer  relations. 

Customer  accounting  has  been 
one  of  the  major  irritants  of  Con 
Ed  customers.  Too  often,  incorrect 
billing  has  been  followed  by  a 
seeming  inability  to  deal  with  the 
customer's  problem  politely,  intel- 
ligently and  quickly.  On  the  other 
hand,  some  16%  to  18%  of  Con 
Ed's  customer  accounts  are  in  ar- 
rears in  any  given  month. 

What  is  Ulrich.  who  moves  into 
his  new  job  from  heading  the  pub- 
lic relations  department,  going  to 
do  about  it?  "We  are  going  to  de- 
centralize," he  says.  "We  are  going 
to  break  the  accounting  and  cus- 
tomer relations  operations  into 
groups  of  300,000  to  500,000  ac- 
counts." 

At  present,  Ulrich  points  out. 
just  two  men  bear  the  ultimate  re- 
sponsibility for  billing  and  customer 
complaints  from  Con  Ed's  3  mil- 
lion electric  and  1.3  million  gas  ac- 
counts. Their  major  concern  is  run- 
ning a  huge  bookkeeping  operation, 
and  little  time  is  left  for  dealing  di- 
rectly with  the  customers.  As  Ul- 
rich (a  1946  West  Point  graduate 
who  later  took  a  masters  degree  in 
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civil  engineering  from  the  Massa- 
chusetts Institute  of  Technology 
while  still  in  the  Army)  sees  it, 
decentralization  will  get  customer 
complaints  settled  promptly. 

Ulrich  himself  is  only  42,  his 
bdss  Charles  Luce  is  50,  and  the 
common  thread  among  the  50- 
odd  job  changes  made  at  Con  Ed 
this  month  is  that  it  brings  young- 
er men  into  positions  of  greater 
responsibility — which  will  serve 
youth  very  well.  It  is  Ulrich's  job 
to  see  that  youth  serves  Con  Ed's 
customers  better  than  they  have 
been  served  in  the  past.  ■ 


Henry  E.  Bowes 
Ideas  Wanted 

Reputedly,  two  of  the  toughest 
men  in  the  U.S.  to  work  for  are 
Harold  Geneen,  ITT's  brilliant 
chairman,  and  Norton  Simon,  the 
hard-driving  financier  who  controls 
such  companies  as  Hunt  Foods. 
McCall  Corp.  and  Canada  Dry. 
But  Henry  E.  Bowes  seems  to 
thrive  on  tough  bosses.  After  six 
years  with  Geneen,  most  recently 
as  ITT's  senior  marketing  vice 
president,  Bowes  late  last  year  re 
signed  to  become  president  ol 
Simon's  McCall  Corp.  Now  Bowes 
not  only  must  answer  to  Simon,  he 
has  a  pressing  problem  at  the  big 
publishing,  printing  and  dress-pat- 
tern concern:  McCaU's  magazine 
(25%  of  the  parent's  S200-million 
revenues)  lost  ground  last  year  to 
Ladies'  Home  Journal,  now  run  by 
former  McCaU's  Editor  John  Mack 
Carter.  Bowes  is  willing  to  spend 
money  on  the  magazine.  "All  we 
need,"  he  says,  "are  some  really 
good  ideas."  ■ 

Bowes  of  McCall 


THIS  SPACE  COMTRIBUTED  BY  THE  PUBLISHER  *S  A  PUBLIC  SERVICE 


Do  you  know  the 
seven  warning  signals 
of  cancer? 
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Just  in  case  you  don't:  1 .  Unusual  bleeding  or  discharge.  2.  A  lump  or 
thickening  in. the  breast  or  elsewhere.  3.  A  sore  that  does  not  heal. 
4.  Change  in  bowel  or  bladder  habits.  5.  Hoarseness  or  cough.  6.  Indi- 
gestion or  difficulty  in  swallowing.  7.  Change  in  a  wart  or  mole.  If  a 
signal  lasts  longer  than  two  weeks  see  your  doctor.  I 

It  makes  sense  to  know  cancer's  warning  signals.  I 

It  makes  sense  to  give  to  the  American  Cancer  Society.    SL 
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Six  good  reasons  why  only  ^5  now 

could  make  1 968  your  best  Investment  year 


Yes,  just  $5  is  all  it  costs  to  take  your  first  step  to  invest- 
ment success  in  1968  .  .  .  just  $5  to  join  the  more  than 
70,000  astute  investors  who  turn  to  FINANCIAL  WORLD 
each  week  for  that  steady  flow  of  investment  help  to  give 
them  the  extra  margin  of  profit  with  minimum  risk  that 
they  demand  for  their  investments. 


You  receive  all  this : 


1.  TWELVE  WEEKLY  ISSUES— FULL  OF  MARKET  NEWS:  Every  week 

lor  the  next  twelve  weeks  you  will  receive  a  copy  of  Financial 
World.  You'll  find  this  professional,  prestigious  magazine  filled 
with  articles  of  interest  and  value  .  .  .  spot  trends  of  current  issues 
and  securities,  interviews,  profiles,  industry  and  company  surveys, 
a  wealth  of  investment  news  and  ideas,  plus  timely  studies  and 
reports  on  current  investment  opportunities.  Mutual  Funds,  etc. 
The  sort  of  dollars-and-sense  information  well  worth  the  alert 
investor's  thoughtful  attention. 

2.  THREE  MONTHLY  SUPPLEMENTS,  "INDEPENDENT  APPRAISALS": 

Every  month  for  the  three  months  of  your  special  subscription 
you'll  get  a  detailed,  updated  digest  of  current  stock  information- 
prices,  earnings,  dividends,  etc.— and  also  our  independent  ratings  on 
as  many  as  1.900  listed  stocks.  We  think  you'll  find  it  profitable  to 
lie   as   well-informed   and    up-to-the-minute  as   we  can   make   you. 

3.  PERSONAL  ADVICE  BY  MAIL:  .As  a  subscriber,  youre  entitled  to 
ask  us  lor  buy/hold/seil  advice  on  any  one  listed  security  that 
interests  you  at  the  particular  time.  Write  us  for  specific  advice 
at  any  time  during  your  subscription— as  often  as  once  a  week, 
if  you  like. 

4.  VALUABLE  BONUS  BOOK:  Voull  also  get-as  a  special  gift-a  copy 
ot  our  exclusive  72-page  handbook.  Your  Step-by-Step  Guide  to 
hwestnicnt  Succcsi.  The  34  chapters  in  this  !)ook  help  clear  away 
the  mystery  and  the  myths  from  investing— explain  portfolio- 
planning,  dollar  averaging,  how  to  read  a  balance  sheet,  depreci- 
ation, le\erage,  investment  timing,  and  many  other  aspects  of 
knowledgeable  investing  you  should  understand. 

5.  SPECIAL  STUDIES:  You  will  also  receive  by  return  mail  these 
Special  Studies  ol  current  investment  opportunities:  "Logical  Take- 
over Targets-Holders  could  Benefit"  and  "Stocks  to  Earn  More  in 
1968."  These  are  typical  of  the  informed  and  prudent  investment- 
and-stocks  analyses  you'll  find  in  every  issue  of  Financial  World. 

6.  MONEY-BACK  GUARANTEE:  That's  right!  of  course  we  can  t 
guarantee  you  profits  on  your  investments,  but  we  can  promise 
you'll  get  your  subscription  cost  returned  in  full  at  any  time 
during  the  first  .30  days,  if  any  part  of  our  service  fails  to  satisfy 
you.  \Ve're  convinced  you'll  find  a  subscription  to  Financial  World 
a  wise  investment,  indeed.  Try  one,  and  prove  these  six  good 
reasons  to  yomself-just  mail  the  coupon  today. 

ADDITIONAL  SAVINGS:  WeU  send  you  all  of  the  above  services-and 
include  at  no  additional  cost-the  annual  edition  of  our  352-page 
nlJjt.  Factocraimi  Manual  (regular  price:  S5.00),  which  gives 
GO.OOO  pertinent  facts  on  more  than  2,100  different  siocks-if  vou 
wish  to  accept  a  6  months'  subscription  for  S13.50,  or  a  full  year's 
subscription  at  only  S24.  Check  the  appropriate  box  in  the  coupon 
below.  The  money-back  guarantee  covers  all  of  these  offers 


A  unique  combination  of 
a  financial/investment  magazine 
with  added  investment  aids  developed  over 
65  years  of  successful  service  to  investors. 


FORECAST   FOR    1968 

Don't  miss  the  Special  January  3,  1968  ".Annual  Re- 
view and  Forecast  "  issue  of  FINANCIAL  WORLD 
featuring:  Investment  Programs  for  1968;  Which 
Growth  Stocks  Now?;  The  Technical  View;  Mutual 
Funds    plus    other    valuable    investment    features. 

This  Special  Issue  will  be  included 
in  your  subscription  if  you  acl  now. 


D  I  enclose  $5— returnable  on  money-back  guarantee.  Send  me  12 
weeks  of  Financial  H  o rid  u\us  special  repoits,  3  monthly  supplements 
of     Inciepeniient  Appraisals     with  Advice-by-J*   ''       '     •  ■     • 


valuable  UONUS  Book. 


-Mail  privileges  and  the 


D  I  enclose  $13.50— returnable  on  money-back  guarantee.  Send  me 
6  months  (26  issues)  of  Financial  World,  and  all  of  the  above  benefits 
and  privileges  plus  the  Stock  Kactograph  Manual. 

D  I  enclose  %2^ — returnable  on  nifney-back  guarantee.  Send  me  a 
full  year  (52  issues)  of  Financial  World,  and  all  of  the  benefits  and 
privileges  including  the  .St.>ck    Factograph   Manual. 


FINANCIAL  WORLD 

Dept.  FB  115 

17  Battery  Place,  New  York,  N.Y.  10004 


Name. 


Address. 
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State   Zip. 

This  8ub8«H.^Hon   la   not  osslgmabl*. 


44 


FORBES,  JANUARY  15,  1968 


The  Forbes  Inc 

Comprised  of  the  following  components. 

ff^'^ 

NOV.    . 

DEC. 

JAN.    1 

FEB.      . 

MAR. 

APRIL 

MAY 

AL 

119.4 

117.2 

367        .116.8 
...  .     114.0 

JUN 
JUL 
AUC 
SEP 
OCT 
NOV 
DEC 

?    1967 

E 

111.6 

i%jy\ 

Y 

a. 

T. 

111.6 
114.1 
114.2 

112.5 

115.1 

►  How  much  are  we  producing?  (FRB  index) 

►  How  many  people  have  been  laid  off?  (U.S.  Dept.  of  Labor  initial  unemployment  claims) 

►  How  intensively  are  we  working?  (BLS  average  weekly  hours  in  manufacturing) 

111.0 

110.5 

L   DATA    FOF 

117.4 

.  (prelim.)  118.6 

REVISED 

►  How  much  hard  goods  are  we  ordering?  (Dept.  of  Comm.  durable  goods  new  orders 
of  last  3  months  related  to  inventories) 

1 
1 
1 

135 
130 
125 
120 

115 

■110 

10: 
10' 

6> 

►   How  much  are  people  spending?  (Dept.  of  Comm.  department  store  sales) 

1 
1 

►  How  much  are  we  building?  (Dept.  of  Comm.  private  non  farm  housing  starts) 

►  How  much  are  workers  earning?  (Dept.  of  Comm.  personal  income  in 

manufacturing  and  mining) 

1 
1 
1 

1 
1 
1           - 

^X 

►  Are  consumers  taking  on  more  or  less  debt?  (Federal  Reserve  net 
change  in  consumer  installment  debt) 
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What  the  Index  Is  Saying 


The  surge  with  which  1967  closed  can  be  judged  by  the 
fact  that  the  Forbes  Index  at  year's  end  stood  within  SVi 
points  of  the  all-time  high  it  set  back  in  the  summer  of 
1966.  All  of  the  deficit  spending  of  the  federal  govern- 
ment during  most  of  last  year  has  begun  to  take  hold, 
especially  since  much  of  the  debt  has  been  financed  through 
the  commercial  banks.  Along  with  the  increase  in  economic 
activity  came  rising  prices  and  wages  and  the  highest 
interest  rates  in  a  century. 

The  immediate  prospect  is  that  production  will  continue 
to  rise  steadily  in  the  first  half  of  1968.  The  auto  in- 
dustry's labor  troubles  are  clearly  out  of  the  way  for  the 
first  time  in  months,  and  steel  users  are  stockpiling  in- 
ventory in  anticipation  of  a  possible  mid- 1968  steel  strike. 
Add  increased  social  security  payments,  a  hike  in  govern- 
ment pay  and  the  final  jump  in  the  federal  minimum  wage 
rate  (to  $1.60),  and  the  result  should  be  a  much  stronger 
first  half  than  in  1967,  when  the  economy  was  slowing 
down.  This  despite  the  fact  that  defense  spending  will  be 
growing  less  than  half  as  fast  as  in  early  1967,  when  it  was 
rising  by  well  over  $3  billion  each  quarter. 

"A  Limping  Prosperity" 

But  what  about  that  all-important  second  half  of  1968, 
the  election  half?  Many  economists — -and  of  course  the 
Government — are  predicting  a  sharp  gain  for  all  of  1968 
with  a  real  growth  of  4%  or  more  in  gross  national  prod- 
uct and  a  good  increase  in  corporate  profits,  even  if  there 
is  a  tax  increase.  By  contrast,  a  few  Cassandras  predict 
that  the  economy  will  be  so  strained  by  pressures  in  the 
domestic  and  international  money  markets  that  a  money 
panic  could  trigger  a  worldwide  depression. 


One  economist  who  disagrees  with  both  viewpoints  is 
Professor  Irving  .Schweiger,  editor  of  the  Journal  of  Busi- 
ness at  the  Graduate  Business  School  of  the  University  of 
Chicago.  Professor  Schweiger  predicts  that,  measured  in 
constant  dollars,  the  economy  "will  grow  modestly  at 
3.1%,  almost  shamefacedly.  I  do  not  expect  a  boom,  but 
rather  a  limping  prosperity  by  an  economy  that  is  sprained, 
bruised  and  near  dislocated."  He  expects  an  apparent 
growth  of  6.6%,  or  more  than  $50  billion,  in  the  gross 
national  product;  but  a  good  half  of  that  growth  will  be 
inflation. 

Professor  Schweiger  points  his  finger  at  two  major 
weaknesses  now  being  obscured  by  high  interest  costs  and 
rising  production.  1)  He  expects  total  government  spending 
(including  state  and  local)  to  increase  by  only  $17  billion 
in  1968  vs.  $22  billion  last  year;  and  2)  he  expects  capital 
spending  to  decline  by  7%,  or  $5.5  billion,  below  the  1967 
figure  of  $82  billion.  His  reasoning:  "Expenditures  were 
cut  below  planned  levels  in  1967  in  spite  of  the  unantici- 
pated restoration  of  the  investment  tax  credit.  Overopti- 
mistic  expansion  of  capacity  in  1967  has  led  to  a  decline 
in  plant  utilization  to  about  84%."  Other  factors  curtailing 
investment  will  include  declining  profit  margins,  wage 
gains  greater  than  productivity  increases  and  abnormally 
high  interest  costs. 

Professor  Schweiger  predicts  one  bit  of  good  news  for 
beleaguered  consumers — no  federal  income  tax  increase. 
Says  Schweiger,  "My  expectation  for  election  year  1968 
draws  on  the  experience  of  election  year  1966."  Further, 
the  professor  expects  to  see  a  lessening  in  the  rate  of  in- 
flation, a  second-half  drop  in  interest  rates  and  gradually 
rising   unemployment. 

An  ominous  prospect?  Not  at  all,  he  says:  "One  cheer- 
ing way  of  viewing  this  modest  growth  is  that  it  may  be 
an  early  example  of  a  new  kind  of  recession,  one  in  which 
real  GNP  grows  by  2%-3%."  ■ 
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MARKET  COMMENT 

by  L.  O.  HOOPER* 

A  Clouded  Crystal  Ball 


In  looking  at  the  stock  market  right 
now,  it  is  important  to  distinguish  be- 
tween what  should  happen  and  what 
will  happen.  The  fundamentals,  as  far 
as  the  problem  of  earnings  and  the  ap- 
praisal of  current  earnings  and  future 
earnings  are  concerned,  are  not  bullish. 
Based  on  historic  standards  the  go-go 
issues  are  alarmingly  high,  and  based 
on  current  interest  rates  the  blue  chips, 
or  most  of  them,  are  not  cheap.  At  the 
same  time,  there  still  is  a  great  specu- 
lation going,  and  stocks  still  are  much 
more  popular  than  bonds.  The  psy- 
chology of  inflation  is  in  the  air  and, 
in  a  period  of  inflation,  most  thinking 
people  wish  to  own  neither  cash  nor 
bonds. 

Hanging  over  it  all  is  the  recent  sus- 
picion abroad  concerning  the  value  of 
the  dollar,  or  what  is  inaccurately 
called  the  threat  of  devaluation.  This 
suspicion  is  based  on  an  unfavorable 
balance  of  trade  which  has  persisted 
for  a  long  time  and  which  stems  from 
the  outflow  of  dollars  for  foreign  aid, 
foreign  investments,  foreign  travel  and, 
more  recently,  for  the  Vietnam  war. 
Actually,  it  is  the  outflow  incident  to 
the  war  that  threatens  to  make  the 
problem  unmanageable.  In  the  last 
analysis,  much  depends  on  whether 
and  when  the  Vietnam  war  ends. 

As  long  as  the  war  continues,  some- 
thing more  than  has  been  done  and 
planned  recently  probably  must  be 
done  about  the  balance-of-payments 
situation.  And  to  be  effective,  any- 
thing that  is  done,  it  seems  to  me, 
must  have  an  unfavorable  rather  than 
a  favorable  influence  on  corporation 
earnings  and  business  activity.  Some 
of  the  remedial  steps  might  be  higher 
taxes,  tighter  and  more  expensive 
credit,  a  reduction  in  the  expenses  of 
government,  reduced  military  pro- 
curement (already  evident),  a  further 
limitation  of  foreign  travel  and  still 
more  impressive  assurances  to  for- 
eigners that  we  really  mean  business 
in  meeting  the  balance-of-payments 
problem  head  on.  I  question  whether 
a  higher  price  for  gold  would  accom- 
plish anything  except  more  chaos.  At 
any  rate,  I  think  a  higher  price  for 
gold  soon  is  most  improbable. 

In  spite  of  all  this,  I  come  back  over 
and  over  again  to  the  possibility  that 
the  very  momentum  of  success  in  com- 
mon stocks,  plus  the  consciousness  of  a 
more  rapid  pace  of  inflation,  may  make 


the   investing   public   continue   to   ig- 
nore bearish  fundamentals. 

Perhaps  the  January  tug-of-war  in 
the  stock  market,  the  outcome  of  which 
often  sets  the  stage  for  the  following 
months,  may  give  us  a  clearer  idea 
before  the  end  of  the  month.  If  the 
January  market  should  be  better  than 
the  December  market,  the  rise  might 
go  on.  But  I  would  regard  a  poor  mar- 
ket showing  in  January  as  indicating 
a  more  realistic  attitude  regarding  the 
balance-of-payments  problem,  fantastic 
prices  for  glamour  stocks  and  the  wid- 
est spread  in  history  between  high 
bond  yields  and  the  low  return  on  com- 
mon stocks. 

Quality  Steels 

Steel  production  in  the  fourth  quar- 
ter exceeded  shipments,  and  earnings 
of  the  steel  companies  improved  mod- 
erately. Shipments  this  quarter  will  ex- 
ceed production,  and  earnings  should 
be  sharply  higher.  The  outlook  for  the 
June  quarter  is  also  good,  especially  if 
consumers  accumulate  inventories  as 
insurance  against  a  strike  July  1 .  After 
the  June  quarter,  the  steel  earnings 
outlook  is  less  favorable.  Attention  is 
directed  to  two  quality  steel  issues, 
Armco  Steel  (49),  paying  $3  annually 
to  offer  a  return  of  better  than  6% ; 
and  Inland  Steel  (33V2 ),  paying  $2  to 
ofi'er  a  return  of  5.9%.  The  risk  ele- 
ment in  buying  these  two  stocks  would 
seem  small,  and  the  profit  possibilities 
good.  Armco  earned  about  $3.70  a 
share  in  1967  as  against  $5.86  in 
1966,  and  Inland  earned  about  $2.75 
as  against  $3.73.  I  would  guess,  and 
guess  is  the  right  word  at  this  stage, 
that  in  the  first  half  of  1968  Armco 
might  earn  $2.75  to  $3  and  Inland 
$1.90  to  $2. 

The  copper  strike  would  appear  to 
be  more  bullish  on  the  aluminum 
shares  than  on  the  coppers,  even 
though  the  copper  industry  should  have 
two  or  three  good  quarters  once  the 
strike  is  over.  This  strike  seems  bound 
to  result  in  higher  production  costs 
and.  therefore,  higher  prices  for  cop- 
per; but  it  also  has  taught  more  and 
more  copper  users  to  substitute  alumi- 
num. A  lean  Aluminium  (26),  down 
from  42%  in  1966,  is  my  favorite  alu- 
minum issue.  I  think  it  is  fundamental- 
ly cheaper  than  the  others. 

*Mr.  Hooper  is  associated  with  the  New  York 
Stock  Exchange  firm  of  W.E.  Hutton  &  Co. 


These  new  conglomerates  are  an 
analyst's  nightmare  and  a  speculator's 
delight.  They  represent  a  relatively 
new  stock-market  vogue,  a  vogue 
which  probably  is  too  young  to  come 
to  an  abrupt  end.  The  philosophy  be- 
hind these  take-overs,  so  far  as  the 
market  behavior  resulting  from  them, 
is  suspect;  perhaps  unconsciously,  it 
assumes  that  any  take-over  or  merger 
immediately  makes  both  the  shares  of 
the  acquired  company  and  the  com- 
pany acquired  worth  more  money  as 
an  investment.  It  is  the  exact  opposite 
of  the  old  stock-market  adage  that  the 
parts  are  worth  more  than  the  whole. 

One  of  the  new  conglomerates  that 
appeals  to  me  is  City  Investing,  which 
recently  has  been  selling  in  the  105- 11 5 
area.  This  company  has  some  very 
valuable  real-estate  assets  to  play  with 
and  key  management  men  who  had 
formerly  been  with  Litton  Industries. 
It  recently  has  acquired  a  big  interest 
in  General  Development,  which  has 
been  and  still  is  one  of  the  writer's 
favorite  real-estate  oriented  companies. 
City  Investing  probably  earned  about 
$4.50  in  1967,  and  some  think  it  could 
earn  $7  this  year.  A  great  deal  will  be 
heard  of  this  company  in  1968.  It  is 
already  acquiring  World  Color  Press 
and   Rheem  Manufacturing. 

Another  conglomerate  that  seems 
to  be  going  places  is  Walter  Kidde 
(around  78),  which  is  attempting  to 
acquire  an  interest  in  U.S.  Lines  and 
has  already  acquired  Sargent  &  Co., 
Dura  Corp.,  Lighting  Corp.  of  Amer- 
ica, Lithonia  Lighting  and  Harrington 
&  Richardson.  The  most  successful  old- 
er conglomerates  are  Litton  Industries, 
TRW  Inc.  and  Textron.  Some  of  the 
other  big  ones,  of  more  recent  vintage, 
are  Gulf  &  Western.  Ling-Temco- 
Vought,  SCM  Corp..  Glen  Alden, 
International  Telephone,  Monogram 
Industries,  International  Silver,  U.S. 
Industries,  North  American  Rockwell 
and  UMC  Industries. 

Success  depends  on  many  things, 
primarily  management.  Not  all  of  these 
consolidations  will  work  out  as  well 
over  a  period  of  years  as  they  are 
working  out  now  in  the  stock  market. 
There  is  such  a  thing  as  a  merger  for 
merger's  sake,  as  well  as  a  merger  for 
good  reasons.  One  thing  to  watch  for 
is  the  potential  dilution  of  the  common 
stock  arising  from  the  future  conver- 
sion of  convertibles  issued  in  connec- 
tion with  exchanges  of  securities  under 
the  various  plans.  It  is  to  be  hoped  that 
the  new  conglomerates  will  make  pub- 
lic the  division  of  sales  and  net  earn- 
ings of  the  various  diversified  compo- 
nents of  the  new  companies,  and  thus 
be  frank  with  stockholders  and  an- 
alysts about  how  successful  or  unsuc- 
cessful the  marriages  have  been.  Some 
could  well  end  in  divorce.   ■ 
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Send  just  $1  today  for  United's  big 

ACTION-KIT  '68 

to  help  you  plan  for  this  crucial  year 

5  Special  Reports 


O  5  Stocks  at  "Markdown "  Prices 

Bargain-hunting  gives  a  securities  analyst  about  the  same 
pleasure  as  a  housewife  at  a  rummage  sale.  But  bonafide 
bargains  are  no  easy  thing  to  find  in  today's  stock  market. 
These  5  issues  represent  the  pick  of  hundreds  of  stocks  put 
under  the  microscope  by  United's  staff,  and  we  believe  they 
represent  good  buys. 

€)  4  Speculative  Stocks  for  Profit 

Here  we  have  picked  a  successful  "conglomerate"  with  a 
compound  growth  rate  of  20%  projected  ..a  "high  flyer" 
fallen  from  favor  .  .  a  speculation  that's  had  growing  pains. 
The  active  investor  who's  looking  for  a  big  speculative  profit, 
and  IS  willing  to  take  a  risk,  should  want  to  know  about  these 
stocks  and  decide  if  they  have  a  place  m  his  future. 


€)  9  income  Stocks  for  Retirement  Now 

If  you're  thinking  about  easing  off,  or  you've  already  started 
to,  you  might  be  particularly  interested  in  this  Report.  United 
has  picked  a  9-stock  portfolio  designed  to  yield  a  $300  per 
month  income  from  what  we  know  about  them  now.  We  think 
these  issues  give  relative  safety,  but  they  also  give  you  an 
opportunity  for  higher  income  and  capital  gain,  too. 


O  7  Growth  Stocks  for  Retirement  Later 

The  prudent  young  men  and  women  of  today  don't  wait  until 
they're  middle-aged  to  plan  for  retirement.  This  Report  should 
especially  interest  those  people  starting  to  plan  now  as  United 
recommends  7  stocks  we  rate  favorably  for  long-term  capital 
growth,  picked  especially  for  a  retirement  plan. 


PLUS  UNITED'S  COMPLETE 


'68  ANNUAL  FORECAST 

for  Stocks,  Bonds  and  Business 

The  well-known   yearly   projection    in   clear,   unhedged    language   of   what   United    predicts    for   the    coming    year. 
You  get  the  results  of  United's  experience   in   a   concise   and   penetrating   analysis  of  these    16  vital   subjects: 


Stocks 

Money  Rates 

Autos 

Dividends 

Business  Volume 

Earnings 

Inflation 

Steel 

Bond  Prices 

Building 

Foreign  Trade 

Consumer  Spending 

Commodities 

Retail  Sfles 

Labor 

Farm  Income 

INCLUDING  THE  RISK  AND  PROFIT  POTENTIAL  IN 

•  10  STOCKS  UNITED  ESPECIALLY  FAVORS  FOR  PROFIT        •  5  FAST-GROWTH  STOCKS  FOR  THE  SPECULATOR 

•  5  QUALITY  GROWTH  STOCKS  FOR  THE  LONG  PULL  •  5  STOCKS  UNITED  LIKES  FOR  LIBERAL  INCOME 

PLUS  4  WEEK  GUEST  SUBSCRIPTION  TO  UNITED  REPORTS 
Buy,  Hold,  Sell  advice . . .  facts  and  figures  on 

•  68  Growth  Stocks  for  Long-Term  Gains  "   12  Stocks  Most  Favored  by  Other  Services 

•  22  Better-Grade  Stocks  for  Profit  •     8  Stocks  with  Rising  Dividend  Patterns 

•  23  Speculations  for  the  Venturesome  *  22  Stocks  for  Above  Average  Yields 

. .  .  and  much,  much  more 


4  week  subscription  to  United  Reports  alone  is  $6  —  this  entire  package  only 


MAIL  POSTPAID  AIRMAIL-  CARD  TODAY! 
SEND  NO  MONEY  .  .  .  WE  BILL  YOU  ONLY  $1 


If  the  card  has  already  been  removed 
simply  drop  us  a  postcard  at  Dept.  FM1 


UNITED 

BUSINESS  AND  INVESTMENT 

SERVICE 

210  Newbury  Street,  Boston,  Mass.  02116 


United 
V   Business 
^^  Service 


A  MANS  JUDGMENT 
IS  NO  BETTER  THAN 
HIS    INFORMATION^ 
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Do  YOU 
KNOW... 

that  you  can  retain  the 
services  of  your  own 
experienced  investment 
consultant  for  only  ^180 
a  year? 


Do  you  know  that  this  man  is  a  member  of 
an  organization  that,  for  over  64  years,  has 
been  helping  people  manage  their  invest- 
ment portfolios? 

HERE  IS  WHAT  BABSON'S  INVESTMENT 
ADVISORY  SERVICE  CAN  DO  FOR  YOU 

•  As  a  Babson  client,  you  will  have  Invest- 
ment consultation  privileges  with  your  own 
Babson  Consultant.  You  may  contact  him 
either  by  mail,  'phone,  wire,  or  in  person. 
He  will  give  you  specific  unbiased  action 
advice.  His  recommendations  to  you  will 
be  based  on  the  combined  findings  of 
Babson's  Research  Department  and  In- 
vestment Committee. 

•  A  complete  analysis  of  your  estate  and 
portfolio  will  be  made  by  a  team  of  invest- 
ment specialists,  who  will  set  up  a  program 
in  line  with  your  objectives. 

•  Your  registered  securities  will  be  under 
continuous  study  by  Babson's  Research 
Department,  and  you  will  be  automatically 
notified  whenever  we  think  changes  in  the 
Market  picture  require  your  immediate 
attention. 

•  Every  Monday  morning  you  will  receive 
an  informative  bulletin  to  keep  you  up  to 
date  on  Market  situations  and  investment 
news. 

Remember,  Babson's  is  not  merely  a 
bulletin  service,  but  an  individualized  in- 
vestment advisory  service.  It  has  effec- 
tively served  thousands  of  investors  over 
the  last  half-century. 

If  your  portfolio  amounts  to  $7500  or  more, 
we  may  be  able  to  be  of  great  benefit  to 
you.  Wouldn't  it  add  to  your  peace  of  mind 
knowing  that  your  investment  decisions 
were  being  guided  by  one  of  the  country's 
oldest  and  largest  Investment  Advisory 
Organizations? 

ACT  NOW!  Mail  the  coupon  below  for  a 
free  brochure  which  explains  in  detail  how 
Babson's  might  help  you  to  BUILD  & 
PROTECT  your  Investment  Portfolio. 


Please  send  me  your  free  brochure  on  Bab- 
son s  Investment  Advisory  Service. 


Name_ 
Street. 
City 


_State 


1904 


1968 


BABSOIV'S  REPORTS  lac 

WELLESLEY  HILLS,  MASS.  02181 
DEPT.   F-247 


TECHNICIAN'S  PERSPECTIVE 

by  JOHN  W.   SCHULZ* 


On  Keeping  Your  Cool 


As  THIS  COLUMN  goes  to  press  it 
seems  highly  probable  that  the  recov- 
ery in  stock  prices  from  the  lows  of 
last  November  will  run  into  trouble, 
at  least  temporarily,  without  first  hav- 
ing carried  the  Dow-Jones  industrials 
decisively  through  their  1967  high 
(951.57).  If  this  prognosis  is  correct, 
you  had  best  brace  yourself  for  an- 
other wave  of  gloom-and-doom  talk. 
Any  retreat  by  this  most-watched  av- 
erage from  the  area  of  last  year's  peak 
is  virtually  bound  to  draw  wide  atten- 
tion to  its  chart  profile,  which  has  long 
had  some  of  the  characteristics  of  a 
large  potential  top  in  the  840-950 
range  and  thus  has  been  suggesting 
to  many  market  observers  the  possi- 
bility of  a  decline  to  around  750,  per- 
haps even  lower. 

As  a  prophylactic  antidote.  I  sug- 
gest keeping  at  least  one  eye  glued  to 
other  major  stock  price  indices,  such 
as  Standard  &  Poor's  425  industrials 
and  the  New  York  Stock  Exchange's 
all-common-stock  composite.  These 
indices  furnished  a  much  more  faith- 
ful image  of  the  over-all  market's  per- 
formance last  year  than  the  Dow,  a 
fact  that  this  column  frequently  em- 
phasized. They  show  persuasively  that 
the  1967  advance  from  the  1966  bear- 
market  lows  carried  the  market  at 
large  to  new  highs  as  early  as  May 
and  again  in  August  and  October  and, 
by  this  simple  but  convincing  test, 
qualifies  as  a  bull  market. 

For  these  comprehensive  price  in- 
dices, last  autumn's  decline  was  two 
weeks  shorter  than  the  Dow's  and 
only  about  two-thirds  as  deep,  and  the 
subsequent  recovery  pushed  them, 
by  year's  end,  to  within  whispering 
distance  of  their  October  1967  bull- 
market  highs.  As  the  new  year  began, 
only  a  minor  additional  gain  was 
needed  to  put  them  to  new  record 
highs  for  technical  reaffirmation  of 
the  bull  market.  In  any  event,  it  is 
at  this  time  practically  impossible  to 
see  in  their  chart  profiles  the  makings 
of  a  major  top  for  the  over-all  trend 
of  stock  prices. 

But  while  it  would  thus  seem  un- 
necessary to  read  deeply  bearish  im- 
plications into  the  behavior  of  the 
Dow.  it  may  also  be  unwise  to  draw 
wildly  bullish  inferences  from  a  con- 
tinued superior  performance  of  the 
broader  price  indices.  For  much,  per- 


haps  most  of  this  year,  a  runaway 
bull  market  may  be  no  more  likely 
than  a  deep  bear-market  collapse.  As 
I  see  them,  the  adverse  background 
factors  will  probably  not  prove  to  be 
so  disastrous  as  to  force  the  S&P 
industrials  and  the  NYSE  composite 
down  through  their  November  lows, 
whereas  the  constructive  factors  may 
not  be  powerful  enough  to  push  them 
very  far  above  their  October  highs 
any  time  soon. 

Tough  Measures? 

Almost  certainly,  the  decisive  ele- 
ment in  the  stock-market  equation 
will  be  the  kind  and  degree  of  re- 
straint imposed,  severally  or  jointly, 
on  the  economy  by  the  Federal  Re- 
serve, the  Administration  and  Con- 
gress. Still  deeply  scarred  by  the 
memory  of  1966,  many  people  fear 
that  severe  deflationar\'  measures  are 
unavoidably  ahead  in  the  shape  of 
another  credit  crunch  and/ or  higher 
taxes,  plus  some  other  distasteful  de- 
vices. But  more  and  more  observers 
have  lately  come  to  think  that  in- 
flationary pressures  will  in  any  event 
peak  during  the  first  half  of  this  year, 
perhaps  even  in  the  first  quarter,  and 
then  subside  during  the  second  half. 
This  prospect,  which  is  quite  plausi- 
ble, certainly  would  not  call  for  acute 
credit  stringency. 

Meanwhile,  last  month's  modest 
increase  in  bank  reserve  requirements, 
following  on  the  heels  of  November's 
similarly  modest  hike  in  the  discount 
rate,  seems  to  indicate  that  the  Fed- 
eral Reserve  has  opted  against  sledge- 
hammer tactics  and  for  a  much  more 
gingerly  approach,  which  may  be  de- 
signed as  much  to  keep  the  business 
recovery  from  building  up  too  much 
steam  as  to  keep  from  collapsing  it. 
The  Fed's  apparent  decision  to  go 
relatively  easy  on  the  credit  sector 
may  have  been  taken  in  conjunction 
with  President  Johnson's  drastic  pro- 
gram to  shrink  our  balance-of-pay- 
ments  deficit  through  deep  cutbacks 
in  spending  and  lending  abroad.  In 
effect  this  program  aims  to  strengthen 
the  dollar  by  exporting  restraint  and 
so  should  help  our  bond  and  stock 
markets  alike.  It  may,  moreover,  make 
a  tax  increase  no  longer  necessary.  ■ 

*Mr.  Schuiz  is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Wolfe  &  Co. 
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your 
capital 

loaf? 


You  owe  it  to  yourself  to  see 
that  your  hard-earned  capital 
is  efficiently  employed  at  all 
times.  Don't  neglect  it.  It  can 
take  care  of  you  but  it  cannot 
take  care  of  itself. 

The  coupon  will  introduce  you 
to  The  Value  Line  Investment  Sur- 
vey, which  can  help  you  keep  a 
sharp  eye  on  your  investments  all 
year  'round  with  a  minimum  expen- 
diture of  your  own  time  and  effort. 

Value  Line  is  the  only  published 
investment  advisory  service  that 
systematically  rates  each  of  1400 
stocks  every  week  for  their  prob 
able  future  price  changes,  relative 
to  all  the  stocks  it  covers,  within 
three  defined  time  periods  of  the 
future. 

It  does  so  by  rating,  through  ob 
jective  statistical  measurements  of 
price-earnings  relationships  and 
growth  rates,  how  each  stock  of  the 
1400  IS  likely  to  perform  in  three 
specific  future  time  periods  —  next 
12  months,  three  to  five  years,  and 
beyond  five  years.  The  stocks  found 
to  be  the  best  probable  performers 
are  rated  I  (Highest):  those  next 
best.  II  (Above  Average);  then  III 
(Average):  IV  (Below  Average),  and 
V  (Lowest).  Each  stock  is  always 
rated  for  its  probable  future  per- 
formance in  the  three  different  time 
periods.  The  ratings  are  always 
current,  being  published  weekly  to 
take  account  of  the  latest  price 
changes  and  earnings  reports. 

In  addition  to  the  ratings,  you 
receive  full  page  reports  on  each 
stock  four  times  a  year,  or  more 
often  if  evidence  requires,  and  in 
addition  you  receive  a  remarkably 
clear  presentation  of  the  most  sig- 
nificant statistical  trends  over  the 
past  fifteen  years  of  the  company's 
life.  All  this  is  presented  so  that  if 
you  disagree  with  Value  Line's  rat- 
ings you  know  what  you  are  disa- 
greeing with  and  why. 

The  coupon  will  acquaint  you 
also  with   Value   Line's   unique 


method  of  assigning  an  index  num- 
ber to  each  of  the  weekly  ratings 
(for  Probable  Market  Performance 
in  the  next  12  months,  for  Appreci- 
ation Potentiality  3  to  5  years  from 
now,  for  Dependability  beyond  5 
years,  and  for  Estimated  Yield  in 
the  next  12  months).  By  weighting 
these  index  numbers  to  accord  with 
your  own  investment  goals  you  can 
gauge  how  suitable  any  one  of  the 
1400  stocks  is  for  you  personally 
and  now. 

The  coupon  will  permit  you  to 
put  The  Value  Line  Investment  Sur- 
vey to  the  test  under  our  money- 
back  guarantee.  If,  for  any  reason, 
Value  Line  should  fail  to  meet  your 
expectations,  return  the  material 
within  30  days  and  your  money  will 
be  refunded  at  once. 

The  coupon  will  bring  you  for 
the  term  you  check  —  one  year  for 
$156,  three  months  for  $42,  or 
four  weeks  for  $5  —  the  complete 
weekly  editions  of  The  Value  Line 
Investment  Survey.  Each  weekly 
edition  consists  of  the  120-page 
Ratings  &  Reports  section,  the  12 
page  Weekly  Summary  of  Advices 


&  Index,  and  the  8-  to  12  page  Se- 
lection &  Opinion  section  .  .  .  plus 
the  monthly  Special  Report  on  in- 
sider transactions  and  the  quar- 
terly Special  Report  on  mutual  fund 
transactions  issued  during  the  term 
of  your  subscription. 

BONUS  •  With  the  annual  or  three- 
month  subscription.  Value  Line  will 
ship  to  you  immediately  the  2-vol- 
ume  Investors  Reference  Library 
which  will  give  you  the  latest  re- 
ports on  all  stocks  published  prior 
to  your  subscription.  During  the 
subscription  period  all  1400  stocks 
will  be  updated  systematically 
every  13  weeks. 

ANNOUNCEMENT:  The  fee  for  The 
Value  Line  Investment  Survey  is  to 
be  increased  from  $156  to  $167 
on  February  1,  1968.  Orders  en- 
tered prior  to  February  1  are  pro- 
tected for  the  full  period  of  the 
subscription  term. 

In  fairness  to  regular  subscribers,  who  pay 
$156  a  year  tor  The  Value  Line  Investment 
Survey,  we  cannot  make  the  $5  trial  tor  4 
weeks  of  service  available  to  anyone  wtio  has 
already  tiad  such  a  trial  within  the  past  six 
months. 


□  ONEYEAR-$156             I      I 
(52  EDITIONS)  I I 


3-MONTH  TRIAL-M2 

(13  EDITIONS) 


Send  me  the  complete  service  for  the  term  checked  plus 
—  as  a  bonus  — the  2-volume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the 
13  weeks  preceding  start  of  this  subscription. 
D  Payment  enclosed  D  Bill  me 


D 


FOUR-WEEK  TRIAL- J5 

(4  EDITIONS) 


Send  me  a  4week  mtroduc 
tory  subscription  to  the  full 
service  for  $5  I  enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days, to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 

Name  (please  print) 


Address 
City 


-AA 16-50 


.St 


Zip 


(Subscription  fees  are  deductible  for  income  tax  purposes    NYC    residents, 
please  add  5%  safes  tax:  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

THE  VALUE  LIINE 

INVESTMEIVT    SURVEY 


Published  by  Arnold  Bombard  &  Co  ,  Inc. 
5  EAST  44th  STREET,  NEW  YORK,  N.  Y.  10017 

(Nit  jMifjnmcnl  o/  f/iis  dpfccmcnf  hi//  he  made  without  subscriber's  consent  ) 
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How  5  simple  steps 

can  start  a 

portfolio  of  as 

little  as  $5,000 

working  toward 

capital  growth 

Here  is  all  you  have  to  do  to  begin 
benefiting  from  the  Danforth 
Associates  Investment  Management 
Plan: 

1.  Write  us  now  for  a  42-page 
booklet  describing  this  tested  plan. 
No  obligation.  No  one  will  call 
you.  We  serve  clients  all  over  the 
world  (in  at  least  55  countries) 
solely  by  correspondence. 

2.  Study  our  methods  and  goals. 
See  how  we  will  try  to  help  your 
money  grow  by  carefully  selecting 
and  supervising  your  investments 
in  leading  common  stocks.  Com- 
pare the  10-year  "Performance 
Record"  of  all  the  funds  we  have 
managed. 

3.  Send  us  a  "Request  Form"  tell- 
ing the  amount  of  cash  or  securities 
you  want  us  to  manage,  how  you 
want  dividends  and  fees  handled 
and,  if  you  wish,  a  little  data  on 
your  own  financial  plans. 

4.  Open  your  own  account  with  a 
large  NYSE  Member  Firm  which 
has  one  office  serving  Danforth 
clients  only.  Deposit  your  cash 
and/or  securities  in  this  account 
and  give  them  limited  power  to  ac- 
cept instructions  from  us  —  with  all 
transactions  to  be  made  only  in 
your  name. 

5.  From  here  on,  our  analysts  will 
make  decisions  to  try  to  help  your 
capital  grow  as  fast  as  possible  con- 
sistent with  reasonable  precautions. 
As  in  any  selection  of  investments, 
losses  do  and  will  occur,  but  you 
will  know  their  decisions  promptly. 
You  receive  monthly  accountings 
and  quarterly  evaluations.  You  can 
withdraw  at  any  time. 

The  plan  thus  far  has  proved,  we 
believe,  especially  efficient  in  pro- 
viding capital  growth  supervision 
to  portfolios  starting  with  from 
$5,000  to  $50,000.  To  take  your 
first  step  now,  simply  write  "send 
booklet"  with  your  name  and  ad- 
dress and  mail  to  Dept.  S-26. 

Danforth  Associates 

Wellesley  hills,  Mass.,  us.a.  onSi 

Investment  Management    .    Incorporated  19}6 
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THE  MARKET  OUTLOOK 

by  SIDNEY  B.  LURIE* 

More  About  Selectivity 


Now  THAT  the  deluge  of  year-end 
forecasts  has  passed  into  limbo,  this 
is  a  good  time  to  consider  the  lessons 
that  can  be  learned  from  one  of  the 
most  unusual  years  in  our  history. 
Although  1967  was  a  year  of  new 
high  prices,  it  nevertheless  was  a  dif- 
ficult year  for  the  investor  who  con- 
fined his  emphasis  exclusively  to  the 
major  companies  in  major  industries. 
While  this  was  a  rewarding  concept 
after  World  War  II  when  our  prosper- 
ity was  all-inclusive,  the  emphasis  to- 
day is  on  companies  with  new  tech- 
nologies, new  products,  etc.  And  the 
reasons  "why"  are  simple:  Unlike  the 
situation  20  years  ago  when  even 
major  companies  could  demonstrate 
earnings  dynamics,  the  exciting  po- 
tentials this  time  have  been  in  other 
areas.  As  a  result,  the  difference  in 
the  valuations  now  being  accorded 
the  so-called  special-growth  compa- 
nies vs.  that  given  to  mature  com- 
panies is  today  wider  than  ever  before. 

I  believe  this  difference  in  valua- 
tions will  narrow  in  1968.  Not  be- 
cause all  of  the  high-multiple  stocks 
are  vulnerable,  but  because  a  wider 
interest  in  more  conventional  stocks 
is  almost  synonymous  with  the  factors 
that  would  result  in  over-all  market 
progress.  Furthermore,  as  last  year's 
disillusionment  in  the  airlines  and 
color-TV  stocks  indicated,  styles  in 
speculation  change  constantly.  In 
other  words,  the  ranking  in  each  year's 
list  of  the  ten  groups  that  show  the 
greatest  relative  strength  differs  from 
that  of  the  preceding  period.  In  my 
opinion,  this  factor  of  change  will  be 
intensified  in  the  coming  year  by  the 
new  forces  that  are  at  work  within 
the  economy  and  by  the  overanticipa- 
tion  that  has  occurred  in  certain 
areas  of  the  market  place. 

My  point  is  that  the  promise  of 
above-average  earnings  performance 
is  not  necessarily  a  promise  of  above- 
average  price  performance.  If,  for  ex- 
ample, my  constructive  premise  with 
respect  to  the  credit  outlook  is  cor- 
rect, utility  stocks  could  be  a  very 
rewarding  commitment  despite  the 
industry's  slow  but  steady  growth. 
Similarly,  the  building  industry's  long- 
term  potential  could  be  well  worth 
the  waiting  time.  And  prices  in  both 
groups  are  deflated.  Let  me  add  that 
special  corporate  growth   always   has 


,  and  always  will  command  a  pre- 
mium in  the  market  place.  Companies 
that  possess  this  characteristic  almost 
always  seem  too  high  to  buy,  but 
nevertheless  prove  to  be  rewarding 
long-term  commitments.  But  the  es- 
tablished major  growth  companies 
already  have  been  recognized  by  the 
investment  community.  Consequently, 
mv  emphasis  is  on  the  companies  that 
might  be  termed  the  growth  stocks 
of  tomorrow. 

For  the  Future 

For  example,  Piirex  Corp.  Ltd.  has 
undergone  dramatic  changes  during 
the  past  two  years  which  make  it  a 
more  exciting  company  than  ever  be- 
fore in  its  history.  Under  a  dynamic 
new  president,  the  Grocery  Products 
division  has  been  completely  reor- 
ganized, the  marketing  force  strength- 
ened, packaging  improved,  uneconom- 
ical procedures  and  operations 
eliminated,  etc.  Even  more  important, 
Purex  embarked  on  an  aggressive  ac- 
quisition and  diversification  program 
which  has  added  volume  without  im- 
portant dilution  of  share  results.  The 
result  was  a  significantly  stronger 
competitive  position  in  the  company's 
traditional  markets.  I  estimate  that 
Purex  will  earn  around  $1.65  per 
share  for  the  current  fiscal  year  on 
sales  of  about  $280  million  compared 
with  SI  31  a  share  for  the  year  ended 
June  1967. 

Papercraft  Corp.'s  main  source  of 
revenues  is  packaged  gift  wrapping, 
which  accounted  for  60% -65%  of 
1966  sales.  With  the  recent  acquisition 
of  CPS  Industries,  primarily  a  manu- 
facturer and  distributor  of  ribbon, 
Papercraft  almost  doubled  sales  to  the 
$50-million  level.  While  earnings  will 
not  suffer,  or  be  aided  in  1967,  I  es- 
timate that  within  two  or  three  years, 
the  net  addition  to  profits  will  amount 
to  70  cents  to  75  cents  a  share.  Paper- 
craft earned  $1.01  a  share  in  1966  on 
sales  of  $24.1  million  (ex  CPS)  and 
I  expect  1967  to  reach  $1.15  a  share. 
With  CPS.  1968  profits  could  reach 
the  $1.50  level.  Allowing  for  more 
efficient,  lower-cost  facilities  plus  some 
revamping  in  CPS  to  upgrade  operat- 
ing margins,  earnings  by  1970  could 
be  around  the  $3  level.  ■ 

*Mr.  Lurie  is  a  partner  in  the  New  York  Stodl 
Exchange  firm  of  Josephthal  &  Co. 
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t^HHCHuteoi^  STANDARD  &  POOR'S 

I  ioltidufiduatlweiityis! 


NEW  1968  STOCK  MARKET  ENCYCLOPEDIA 


A  Uniquely  Important  Publishing  Event — The  Results  of 
Standard  &  Poor's  Multi-Million  Dollar  Research  Over 
The  Years  Into  The  Investment  Merits  of  1,007  Common 
Stocks  Published  In  ONE  Comprehensive,  Easy-To-Use 
2,014-Page  Reference  Volume! 


Responding  to  the  greater-than-ever  need  of  investors 
for  the  meaningful  FACTS  and  FIGURES  upon 
which  sound  investment  decisions  can  be  based, 
Standard  &  Poor's  has  created  this  authoritative 
STOCK  MARKET  ENCYCLOPEDIA  —  contain- 
ing, we  believe,  more  significant  information  on  a 
greater  number  of  stocks  than  has  ever  before  been 
assembled  between  the  covers  of  one  book. 

With  its  comprehensive  2-page  reports  on  1,007 
widely-traded  stocks  —  each  including  Standard  & 
Poor's  carefully  spelled  out  opinion  on  its  investment 
merits  .  .  .  with  its  tens  of  thousands  of  important 
investment  facts  that  answer  practically  any  question 
you  may  have  regarding  a  stock  .  .  .  with  its  over  1,000 
individual  stock  charts  ...  it  is  an  invaluable  addition 
to  your  investment  library.  Most  important,  it  could 
open  your  eyes  to  new  profit  opportunities  —  putting 
you  a  giant  stride  forward  on  the  ONLY  road  we 
know  leading  to  investment  success  —  acting  on  sound 
information  before  you  buy  or  sell  a  stock. 

We  are  so  certain  of  the  dollar  and  cents  value  of  this 
unique  ENCYCLOPEDIA  to  you,  we  want  you  to 
use  it  and  profit  from  its  u.se  in  conjunction  with  a 
3-months  $19,50  trial  of  Standard  &  Poor's  famous 
weekly  Investment  Service  normally  .$72  a  year  —  and 
not  pay  us  one  additional  penny  for  this  $25  volume! 
Furthermore,  if  at  any  time  during  this  jjeriod  you  feel 
you  are  not  getting  many  times  your  money's  worth 
from  the  weekly  Investment  Service,  cancel  it  and 
receive  a  prompt  refund  on  the  unused  part  of  your 
subscription.  The  $25  STOCK  MARKET  ENCY- 
CLOPEDIA remains  your  property  regardless!  But 
because  we  have  only  a  limited  number  of  STOCK 
MARKET  ENCYCLOPEDIAS  available,  we  urge 
you  in  your  own  interest  to  mail  the  Coupon  below 
at  once. 


Joh, 


'"■'^C-w,^. 


g^ 


■^ 


i  <!fl  J'  ?|  II  ?';  *'  1^  5 


•  2,014  Information-Packed  Pages!  •  Individual  2-Page 
Descriptions  on  1,007  Stocks  — with  S&P  Buy,  Hold, 
Sell  Recommendations!  •  Over  1,000  "4-Way"  Charts! 


MAIL  COUPON  TO  STANDARD  &  POOR'S,  345  HUDSON  STREET,  NEW  YORK,  N.  Y.  10014 


standard  &  Poor's  Corporation 

345  Hudson  Street,  New  York,  NY.  10014 

Please  enter  my  3-month  Trial  Subscription  to 
the  weekly  OUTLOOK,  and  bill  me  only 
$19.50.  Include  the  $25  .  .  .  1968  STOCK 
MARKET  ENCYCLOPEDIA  as  my  Bonus 
at  no  extra  cost.  If  at  any  time  I  wish  to  cancel 
my  subscription,  I  will  receive  a  pro-rata  re- 
fund on  the  unused  portion.  The  ENCYCLO- 
PEDIA is  mine  to  keep  in  any  event. 

A359-I72 
NAME 


y  STATE  ZIP 

No  assignment  of  this  agreement  without  subscriber's  consent. 
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CAN  YOU  LEARN  TO 

STAND  ASIDE 
FROM  THE  MARKET? 


A  well-ordered  plan  of  Investment  will  often 
help  you  to  avoid  involvement  in  the  market 
at  the  wrong  time. 

Such  a  plan  is  carefully  described  in  "A 
Positive    Investment    Program    For   Today". 

SPECIAL  OFFER:  Receive  our  Positive  Invest- 
ment Program  —  plus  a  5-week  trial  subscrip- 
tion to  Investors  Research  Reports.  These 
reports  analyze  price  trends  of  over  600  lead- 
ing stocks  and  provide  other  information 
which  you  may  find  invaluable.  All  you  send 
us  is  $1  —  but  act  now! 


INVESTORS  RESEARCH  COMPANY 


Dept.  F-1,  924  Laguna  Street 
Santa  Barbara,  California  93102 

For  $1  please  air  mail  my  trial 
subscription  plus  your  Positive 
Investment  Program. 


-  State- 


-Zip- 


POWER 
8  LIGHT 


-A    C^y|^^MtXL. 

UJut  ^ 


Serving 
homes, 
farms, 
industry  in 
4  States 


^Ijj 


UTAH   COLO. 


For  the  serious  investor  who  wants 
to  know  what  to  expect  .  .  .  and  why 


TRENDWAY 


ADVISORY 
SERVICE 


One  of  the  nation's  oldest  and  largest  In- 
dependent stock  market  advisory  services 
—  established    1933 

ORIGINATOR  OF  THE  BREADTH  INDEXES 

Send  for  free  brochure,  or  this  get-ac- 
quainted trial  —  21  weeks  only  $18  (new 
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STOCK  TRENDS 


by   ROBERT  STOVALL* 


Do  Railroads  Still  Count? 


Students  of  the  Dow  Theory,  and 
those  who  are  merely  aware  of  it, 
know  that  the  rails  and  the  industrials 
are  required  to  confirm  each  other's 
basic  trend  movements,  either  up  or 
down.  When  the  Dow  Theory  was 
formulated  there  was  considerable 
logic  in  regarding  the  rail  index  as  a 
sensitive  barometer  of  business  activ- 
ity. And  though  modern  transporta- 
tion trends  would  appear  to  have 
relegated  the  railroads  to  a  secondary, 
if  not  tertiary,  position,  their  fore- 
casting record  is  impressive.  A  look 
at  the  1967  record  makes  this  clear. 
The  rails  moved  above  their  Decem- 
ber 1966  recovery  high  during  the 
first  week  in  January  1967,  thereby 
signaling  a  similar  move  by  the  in- 
dustrials a  week  later.  Rails  and  in- 
dustrials moved  upward  in  gear 
during  the  rest  of  January,  February 
and  the  first  half  of  March.  A  turn- 
down by  the  rails  during  the  week  of 
Mar.  20,  while  the  industrials  were 
still  advancing,  proved  to  be  another 
accurate  signal  because  the  industrials 
then  declined  for  two  straight  weeks 
and  the  DJI  lost  24  points. 

Key  Advance 

The  next  important  signal  by  the 
rails  was  given  by  the  group's  strong 
advance  during  most  of  May,  June, 
July  and  early  August,  when  the  Dow- 
Jones  rail  average  reached  a  new  all- 
time  high.  The  industrials  were  a  bit 
slow  in  following — having  declined 
during  most  of  May — but  soon  caught 
up  and  also  reached  a  new  recovery 
high  in  early  August. 

Both  groups  declined  during  the  re- 
mainder of  August,  but  in  September 
the  first  real  divergence  between  these 
two  groups  occurred.  The  industrials 
went  ahead  to  new  highs  for  the  year, 
but  the  rails  failed  to  reach  the  peaks 
they  set  in  early  August,  thereby  cast- 
ing suspicion  on  the  industrials'  high. 
In  early  October  the  rails,  having 
failed  to  reach  a  new  high  on  the  last 
rally,  then  penetrated  their  late  Au- 
gust lows,  thereby  identifying  their 
major  trend  as  downward.  A  sharp 
rail  decline  then  followed  and  the  in- 
dustrials also  began  their  steepest  de- 
cline of  the  year.  As  the  rails  had 
previously  done,  the  industrials  soon 
penetrated  their  late  August  lows  also. 
Both    indices    steadied    in    November 


•  and  then  rallied,  with  the  industrials 
showing  the  better  strength. 

During  the  final  days  of  December 
and  into  the  New  Year,  some  further 
divergence  has  been  noted,  with  the 
industrials  moving  irregularly  higher, 
but  the  rails  starting  to  trend  down- 
ward again.  At  current  writing  the 
Dow-Jones  rail  average  is  at  231.65, 
and  a  decline  below  its  November 
1967  low  of  227.88  would  put  another 
burden  on  the  industrials. 

In  the  first  half  of  1967,  the  Dow- 
Jones  rails  moved  from  202.97  to 
254.84  for  a  gain  of  some  25.6% 
through  June  30.  This  was  a  gratifying 
performance  as  compared  with  the 
9.5%  gain  scored  by  the  Dow  in- 
dustrials. The  action  of  the  rail  stocks 
did  not  reflect  buoyant  traffic  and 
revenues,  since  both  traffic  and  operat- 
ing revenues  were  down  in  the  first 
half  and  operating  expenses  were  up. 
Sluggish  business  persisted  through 
the  balance  of  the  year,  and  the  per- 
formance of  the  stocks  was  more  in 
keeping  with  this. 

The  actual  figures  indicate  that  the 
railroad  industry  has  done  very  well 
in  performing  as  well  as  it  did 
last  year.  The  Association  of  Ameri- 
can Railroads  estimates  that  a  total  ot 
720  billion  ton-miles  were  carried  last 
year,  down  2.5%  from  the  all-time 
1966  high  but  still  the  fourth  best  in 
history.  However,  net  income  for 
1967,  estimated  at  from  $550  million 
to  $600  million,  will  be  down  a  mean 
27%  from  1966.  The  return  on  net  in- 
vestment is  only  some  2.6%.  The  ex- 
pensive labor  settlement  just  reached 
with  the  Brotherhoods  will  make  prof- 
itability gains  even  harder  to  achieve. 
So  how  have  the  stronger  rail  issues 
managed  to  attract  their  investment 
following? 

Performance   Leaders 

A  study  of  the  20  component  issues 
of  the  rail  index  gives  the  answer 
rather  conclusively.  The  stocks  that 
performed  best  in  1967  were  of  com- 
panies that  were  busiest  in  pursuing 
merger  with  other  roads  to  improve 
efficiency  and  reduce  costs  (including 
tearing  up  of  redundant  trackage)  and 
those  with  expanding  activities  outside 
the    rail    industry.    The    five    biggest 

*A  guest  columnist,  Mr.  Stovall  is  a  prominent 
Chartered  Financial  Analyst. 
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liners  with  their  percentage  increase 
ere  Illinois  Central,  up  74.8%  after 
ijusting  for  a  2-for-l  split.  Gulf, 
fobile  &  Ohio  (61.2%).  St.  Loiiis- 
m  Francisco  (35.1%).  Chicago  & 
orth  Western  (33.3%),  and  Sea- 
oard  Coast  Line  ( 19.6%  ).  There  are 
Kcific  nonrail  traffic  reasons  for  each 
iccess  story.  Illinois  Central  Indus- 
ies  now  has  an  aggressive  and  profit- 
nented  management  seeking  merger 
ith  the  Gulf.  Mobile  &  Ohio.  The 
ivorable  resolution  of  the  air-rights 
luation  in  Chicago  has  also  been  a 
;lp  to  Illinois  Central,  as  is  the  real 
■ospect  of  further  diversification. 

Merger  Route 

In  early  October.  Illinois  Central 
id  Gulf.  Mobile  announced  that  an 
'reement  had  been  reached  on  a 
erger  that  will  take  at  least  two  and 
jssibly  three  years  to  consummate, 
he  terms  are  an  issuance  of  0.75 
larcs  of  a  new  Illinois  Central  $6 
imulative  preferred  for  each  Gulf, 
lobile  share.  Each  share  of  the  pre- 
rred  will  be  convertible  into  three 
lares  of  Illinois  Central  common.  In 
feet,  this  works  out  to  a  ratio  of  2.25 
lares  of  Illinois  Central  common  for 
ich  share  of  Gulf.  Mobile  common. 
I  the  discount  remains  substantial. 
The  St.  Louis-San  Francisco  has  a 
).!%  interest  in  the  New  Mexico  & 
rizona  Land  Co.  This  stock  has  been 
strong  performer  on  the  American 
ock  Exchange  as  there  is  the  un- 
hfied  possibility  that  it  controls  sub- 
antial  uranium  ore  bodies.  Also,  the 
enry  Crown  interests  own  16%  of 
e  stock  and  Illinois  Central  8%. 
The  Chicago  &  North  Western  has 
merger  pending  with  Philadelphia 
Reading.  Seaboard  Coast  Line,  the 
suit  of  the  merger  on  July  I.  1967 
the  Seaboard  Air  Line  and  the  At- 
ntic  Coast  Line,  is  discounting  fu- 
re  economies. 

Perhaps  the  most  promising  rail 
|Uity  for  1968  is  Southern  Railway. 
;  stock  being  up  9.5%  and  in  eighth 
)sitron  last  year.  Its  yards  are  being 
ghiy  automated,  its  territory  is  grow- 
g  rapidly,  its  management  is  well 
ought  of.  and  there  is  the  possibility 
at  the  Southern  may  effect  mergers 
its  own. 

The  two  slowest  performers  of 
•67.  Norfolk  &  Western  and  Atchi- 
n.  Topeka  &  Santa  Fe.  just  went 
•out  their  business  last  year  of  pro- 
ding  first-class  rail  service.  The  main 
■nclusion  to  be  drawn  from  all  this 
that  managements  most  successful 

1  diversifying  out  of  the  railroad 
isiness  or  rationalizing  their  rail 
rvices  via  the  merger  route  were 
pst  appreciated  by  investors.  The 
|me  pattern   is   likely   to  emerge   in 

2  coming  year.  ■ 


Why  HOLT  gives  an  un-hedged  opinion  that  the 

GOLD  PRICE 
MUST  GO  UP 


•  Notwithstanding  the  firm  assurances  of  top  U.S.  officials 
that  the  Dollar  is  not  in  real  danger,  and 

•  Notwithstanding  the  less-than-wholehearted  efforts  of 
the  central  banks  of  seven  nations  to  protect  the  Dollar 
against  a  "gold  raid,"  and 

•  Notwithstanding  the  cautiously  optimistic — and  care- 
fully hedged — opinions  of  several  influential  Wall  Street 
sources  (including  other  leading  investment  advisors)  .  .  . 

THE  HOLT  INVESTMENT  ADVISORY,  in  an  abundantly 
documented  Special  Report,  presents  its  full  opinion — with- 
out any  hedging  or  double-talk — as  to  why  the  PRICE  OF 
GOLD  MUST  GO  UP,  AND  GO  UP  SIGNIFICANTLY. 
(We  are  NOT,  incidentally,  an  habitual  "gold  crisis"  ad- 
vertiser.) 

BUYING   TIME 

The  eleventh-hour  efforts  of  the  U.  S.  Administration 
coupled  with  the  assistance  of  the  seven-nation  central 
banks  will,  in  our  judgment,  be  able  to  buy  nothing  more 
than  time — and  not  a  great  deal  of  that. 

It  is  well  to  note,  in  this  regard,  that  time  and  again  prior 
to  devaluation  of  the  British  pound,  the  U.  S.  Administration 
went  on  record  as  opposed  to  such  a  move.  After  the  fact, 
however.  President  Johnson  promptly  characterized  the 
adjustment  in  the  exchange  rate  as  being  "healthy  and  con- 
structive." 

3  THINGS  TO   DO   NOW 

1  )  Read — and  then  re-read — HOLT'S  Special  Report  on 
Gold.  We  believe  it  will  tell  you  more  of  what  this  whole 
situation  is  all  about — and  w^ith  far  greater  clarity — than 
anything  you  may  have  seen  before.  It  is  presented  in  plain 
English  and  is  strictly  non-tecfinical. 

2)  Look  over  the  six  Gold  Stocks  we  consider  especially 
attractive — and  note  the  phenomenal  earnings  gains  that 
are  projected  with  gold  pegged  at  a  higher  price. 

3)  Include  at  least  one  Gold  Stock  in  your  portfolio.  We 
advise  EVERY  investor — from  the  ultra-conservative  to  the 
wildly  speculative — to  hold  at  least  one  Gold  Stock  no^v. 
You  can  receive  this  extraordinary  Special  Report  on  Gold 
— with  the  accompanying  analyses  of  the  Gold  Stocks  w^e 
consider  especially  attractive — as  a  BONUS  with  your  six- 
week  (three-issue)  introductory  Guest  Subscription  to  THE 
HOLT  INVESTMENT  ADVISORY  ...  the  truly  professional 
service  for  the  private  investor. 

To  accept  this  special  (over  50%  off)  Guest  Offer — limited 
to  new  subscribers  only — use  the  coupon  below. 

THE  IpIlHlEi'ff  INVESTMENT  ADVISORY 

305  Madison  Avenue,  New  York,  N.Y.  10017 

Please  send  me  everything  promised  above — as  a  BONUS- with  my  six-week 
(three-issue)  Guest  Subscription  to  THE  HOLT  INVESTMENT  ADVISORY. 
My  remittance  for  $5  is  enclosed. 


Name 
Addre! 


City _  State 

(This  subscription  not  assignable  without  your  consent.) 
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T.  ROWE  PRICE 
GROWTH  STOCK 
FUND,  INC. 


A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 


I    T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

■    One  Charles  Center,  Dept.  B 
Baltimore,  Md.  21201 

I    Nime 

IAdd'CSS  
?.D 


Save  $5.00 — 
Unusual  FREE  OFFER  of  .  .  . 

i     INVESTORS  *"i 
ilNTELLIGENCEJ 


Investors  Intelligence  is  one  of  America's 
most  widely  read  consensus  reports.  This 
unique  investment  service  is  a  comprehensive 
and  authoritative  summary  of  outstanding 
features  as  reported  by  leading  investment 
services,  private  newsletters  and  the  financial 
press. 

In  a  recent  story  in  NEWSWEEK  about  Wall 
Street,  mention  was  made  of  our  Sentiment 
Index.  Find  out  what  the  index  is  and  how  it 
works.  Also,  see  what  one  of  the  nation's 
leading  technicians  says  about  the  most  rec- 
ommended stocks.  Buy?  Sell?  Hold?  Read  in 
one  compact  report  what  the  country's  leading 
investment  services  think  about  the  present 
market.  INVESTORS  INTELLIGENCE  issued 
every  other  Wednesday,  gives  you  eight  jam- 
packed  pages  of  consensus  advice,  ten  most 
mentioned  stocks,  point  and  figure  charts  and 
summaries  and  editorial  opinions.  This  offer  is 
for  new  readers  only  and  not  for  those  who 
have  taken  advantage  of  this  free  trial  previ- 
ously. This  offer  expires  February  15,  1968. 
Send  this  ad  today  for  your  2-month  (4  issues) 
free  trial  subscription  to  Dept.  F-46,  INVES- 
TORS INTELLIGENCE,  2  East  Avenue,  Larch- 
mont,    N.    Y.    10538. 


MARKET  TIMING  and 
STOCK   SELECTION 

by   POINT  and    FIGURE  technique 

This  method  of  market  analysis  builds  your 
independent  judgment  in  helping  to  select 
the  right  stocks  at  the  right  time.  Widely 
used  by  professional  traders  and  investors 
in  their  market  operations. 

FREE  ON   REQUEST 

Literature  on  Figure  Charts  of  Stocks  and 
Commodities  ...  a  daily  or  weekly  price 
change  service  .  .  .  and  instruction  material. 
All  will  be  sent  free  on  request.  Just  write 
for  Portfolio  F-92. 

MORGAN,    ROGERS    &    ROBERTS,    Inc. 
150  Broadway        •        New  York  38,  N.Y. 


THE  FUNDS 


A  BIT  OF  A  PLUNGER 

John  P.  Chase,  chairman  of  the  Bos- 
ton-based management  company  bear- 
ing his  name,  has  in  the  last  few  years 
seen  many  of  his  carefully  planted 
seeds  of  over  three  decades  come  to 
full  bloom  almost  at  once. 

Today,  at  61,  he  manages  mutual 
funds,  institutional  accounts  and  in- 
dividual investment  accounts  with  as- 
sets totaling  $600  million.  In  addi- 
tion, Chase  is  also  chairman  and 
founder  of  Boston  Capital,  one  of  the 
largest  and  oldest  SBICs.  His  growth 
fund,  Chase  Fund  of  Boston,  turned  in 
a  better-than-75%  increase  in  per- 
share  asset  value  last  year;  its  assets 
now  total  close  to  $60  million. 

Even  his  balanced  fund,  Share- 
holders' Trust  of  Boston,  with  assets 
of  close  to  $100  million,  turned  in  a 
startlingly  good  34%  increase  last 
year,  or  70%  better  than  the  S&P 
500  stock  average,  though  its  holdings 
were  some  25% -30%  in  bonds.  How- 
ever, Chase  was  helped  by  the  fact 
that  more  than  one-fourth  of  these 
fixed-income  securities  were  con- 
vertibles, which  enabled  him  to  take 
advantage  of  a  rising  stock  market. 
Chase  also  brought  out  his  version  of 
a  dual  fund  last  March,  Income  & 
Capital  Shares  (total  assets  $32  mil- 
lion). The  net  asset  value  of  the  capital 
shares  appreciated  by  32%  in  nine 
months,  the  best  of  any  of  the  dual 
funds.  Nevertheless,  as  in  all  such 
funds,  the  capital  shares  are  selling  at 
good-sized  discounts. 

Hard  Way  Up.  It  hasn't  always 
been  all  good  cheer  for  Chase.  Things 
did  look  rosy  enough  in  1928  when 
he  graduated  from  Harvard  magna 
cum  laude  and  went  to  work  for  Lee 
Higginson  Co.  as  an  economic  and 
investment  researcher.  But  the  com- 
pany got  into  financial  trouble  after 
the  1929  collapse,  and  by  mid- 1932 
Chase  and  his  long-time  associate, 
William  J.  Kirk,  60,  now  president,  de- 
cided to  start  their  own  investment 
counseling  firm.  Says  Chase,  "We  were 
full  of  apprehension  about  our  future, 
of  course,  but  as  it  turned  out,  the  day 
we  began,  July  8,  was  the  bottom  for 
the  DJI."  While  the  little  investment 
counseling  business  could  not  compare 
with  the  such  established  Boston  firms 
as  Scudder,  Stevens  &  Clark  or  Loom- 
is,  Sayles,  it  was  enough  to  barely  turn 
a  small  profit  in  the  1930s. 

After  World  War  II  Chase  de- 
cided to  start  a  mutual  fund  and  tap 
some  of  the  smaller  clients  who  had 
accumulated  sizable  savings.  Not  hav- 
ing a  national  branch  organization  like 


Scudder,  Chase  decided  to  use  an  un- 
derwriter, Harriman,  Ripley,  to  helj 
merchandise  the  fund.  Says  Chase,  "II 
was  the  first  time  an  open-end  mutual 
fund  had  an  underwriting.  Thej 
charged  a  sales  load  of  4%,  all  ol 
which  went  to  the  underwriter."  Foi 
the  balanced  fund.  Shareholders'  Trusi 
6i  Boston,  this  brought  in.  Chase  re- 
calls, "a  colossal  $3.5  million." 

Nevertheless,  the  fund  grew  stead- 
ily, because  it  generally  outperformed 
other  balanced  funds.  Like  most  othei 
Boston-based  financial  managers,  th« 
fund  was  set  up  under  a  trust  arrange- 
ment. But  unlike  most  such  trustees 
Chase  insisted  upon  a  flexible  invest- 
ment approach  within  the  general 
framework  of  the  trust  agreement.  "1 
wanted  a  quick-decision  framework  sc 
we  could  avoid  the  elaborate  com- 
mittee decisions  that  often  result  in  no 
action  or  long-delayed  action  that  hurts 
your  results,"  says  Chase.  He  also 
insists  that  "the  snowball  should  be 
made  in  one  place";  and  doesn't  like 
large  numbers  of  branches  and  office 
managers  where  decisions  are  avoided 
through  red  tape. 

Chase  opened  an  office  in  Geneva. 
Switzerland  in  1957  to  handle  foreign 
investment  counseling  business.  It  die 
so  well  that  little  more  than  a  yeai. 
later  he  started  a  mutual  fund.  Inter 
national  Electronics  Corp.,  a  foreigr 
fund  whose  shares  are  sold  outsidt 
the  U.S.  exclusively,  and  which  nov 
has  $10  million  in  assets. 

Sitting  Target.  It  was  his  rapidl; 
expanding  Chase  Fund,  however,  tha 
got  him  into  trouble  in  the  earl' 
1960s.  Its  assets  had  soared  from  $' 
million  at  the  end  of  1958  to  $44  mil 
lion  by  the  end  of  1961,  partly  be 
cause  he  had  anticipated  the  foreig 
stock  boom  in  Europe,  but  even  mor 
because  he  was  buying  the  stocks  o 
small  electronics  companies  that  wer 
closely  held. 

Says  Chase,  "We  had  15  sue 
stocks  in  our  portfolio  in  the  sprin 
of  1961,  accounting  for  one-fourt 
of  the  value  of  our  portfolio  an 
150%  in  price  appreciation.  Sine 
these  stocks  were  acquired  under  ii 
vestment-letter  status,  our  lawyers  tol 
us  we  would  have  to  get  a  'no-actioi 
letter  from  the  SEC  clearing  their  sal 
We  asked  for  a  ruling  in  writing,  arj 
the  SEC  did  not  give  us  a  ruling  unl 
three  years  had  elapsed.  So  there  v 
were,  sitting  with  them  as  the  ele 
tronic  stocks  collapsed  at  the  end  i| 
1961  and  in  1962." 

Chase  Fund's  assets  fell  from  $<| 
million  to  $25  million  by  mid-196  j 
and  it  would  have  been  worse  had  n  | 
the  fund  taken  its  large  gains  in  Eur  I 
pean  stocks  before  they  began  th« 
long  decline  starting  in  1963.  It  w 
not  until  last  year  that  the  fund  i  [ 
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Worried  about  these 
Growth  Favorites? 


n  Chrysler 
D  Del  Monte 
n  Gillette 
D  Grolier 
n  Magnavox 


n  Revlon 

n  Ronson 

n  Transamerica 

D  20th  Century-Fox 

nXTRA 


With  >erious  new  problems  facing  the  economy  in  1968,  many  of  today's  growth  favorites  could  be  headed  for 
trouble.  For  example,  in  a  new  study  of  the  favorites  above,  4  have  already  been  recommended  as  "sells"  by 
Investors  Service  analysts;  3  should  be  watched  closely;  and  just  3  are  believed  to  have  strong  enough  growth 
prospects  to  successfully  weather  the  challenges  we  see  for  the  market  ahead. 


How    Investors   Service 

may  help  you  stop  worrying  about  stocks 

and  maJce  more  money  in  the  market 

It  \ou  are  seriously  interested  in  building  capital 
and  can  assume  the  risks  .  .  .  but  haven't  the  time  to 
seek  potentially  outstanding  investment  situations  .  .  . 
then  perhaps  Research  Institute  Investors  Service 
may  provide  a  lasting  solution  for  you. 
Out  of  a  unique  affiliation  between  an  organization 
of  investment  professionals  and  one  of  the  nation's 
largest  business  research  organizations,  has  come  a 
truly  advanced  concept  in  professional  invest inrm 
advice  for  individual  investors: 

...  a  service  which  hringn  you  just  one  clear,  unhedged 
rerommendation  every  Iwo  weeks — selecled  from  hun- 
dred>  under  study  as  the  most  promising  for  suhstunliul 
gains. 

...   a   service   which   follows   each   recommendation   imd 
report*   every   significant    new    development    which   occurs 
until  sale  is  advised.  No  slock  we  recommend   i>  ever 
conveniently    forgotten. 

...  a  service  which  brings  yon.  through  its  exclusive 
affiliation  with  Research  Institute  of  A-^erica,  the  type 
of  comprehensive,  specific  information  on  stocks,  the 
market  and  the  economv  which  large  institutions  de- 
mand before  investing  their  funds — but  which  has  sel- 
dom   been    available    to    individual    investors. 

...  a  service  which  publishes,  every  month,  a  complete 
up-to-date  record  of  all  recommendations  including  even 


SUMMARY    OF    RESULTS 

April  10.  1963  to  January  3.  1968 
Our  Aggressive  Growth  Porttolio* 193.9% 

All  our  Recommendations  Held 

Six  Months  or  More** 39.7% 

All  our  Recommendations** 35.3% 


"After  deducting  commissions  and  excluding  dividends.  Our  dis- 
continued Conservative  Portfolio  shov/ed  a  37.4%  gain  from 
4/10/63   to   1/3/68. 

"•Assumes  (a)  equal  dollar  investment  in  each  recommendation 
held  to  1/3/68  or  to  date  sold,  if  closed  out  and  (b)  the  avail- 
ability of  sufficient  capital  to  have  made  such  investments  when 
recommended.  Of  the  129  recommendations  made  since  the  Service 
was  started  in  April  1963,  94  now  show  gains  (of  which  56  have 
been  closed  out)  and  32  now  show  losses  (of  which  11  have  been 
closed  out). 

Nearly  all  securities  recommended  are  listed  on  the  NYSE.  It 
should  not  be  assumed  that  future  recommendations  will  be 
profitable  or  will  equal  the  performance  of  prior  recommenda- 
tions. The  complete  record  is  yours  on  request. 


the  most  recent  ones.  A  Summary  is  reprinted  here — • 
and  the  complete  record-  is  yours  for  the  asking. 

Why  our  approach 
is  different 

Of  course  if  you  own  hundreds  of  stocks  and  you 
want  to  try  to  follow  all  of  them,  then  this  is  prob- 
ably not  your  service.  We  bring  you  just  one  rec- 
otnmedation  every  two  weeks — each  the  result  of 
hundreds  of  hours  of  research  by  a  team  of  profes- 
sional analysts. 

VVe  believe  that  sophisticated  investors  know  there 
are  only  a  few  situations  in  any  one  year  with  out- 
standing potential  for  gain.  These  are  the  few  stocks 
which  Investors  Service  tries  to  uncover.  And  when 
they  are  once  recommended,  are  followed  continu- 
ously until  sale  is  advised. 

We  invite  you  to  try  Investors  Service  on  our  Guest 
Subscription  offer — or  to  put  it  to  a  real  test,  pro- 
tected by  our  Refund  Privilege. 

$5  Guest  Offer 

For  just  $5.  we'll  send  you  Investors  Service  for  a  /«// 
month,  and  send  you  as  a  bonus: 

1.  Our   new    review   of    the    Growth    Favorites   above. 

2.  Our     Annual     Forecast    of    Business    and     Stocks    for 
1968   which   includes  8   stocks  for   1968   investing. 

The  coupon  below  will  get  you  started. 

RESEARCH   INSTITUTE 
IS  INVESTORS    SERVICE 

Research  Institute  Building,  Dept.  494 
589  Fifth  Avenue.  New  York.  N.Y.  10017 

□  ONE   YEAR— -$180 

□  3-MONTH  TRIAt— $42 
Send  me  the  complete  service  for 
the  term  I  hove  checked,  plus  the 
bonus  reports  above  and  as  on 
extra  bonus,  THE  COMPENDIUM 
GUIDE  TO  INVESTMENT  SUCCESS 
covering  20  Current  Buy  Recom- 
mendations. 

Q   Payment  enclosed   □   Bill  me 

(Full  refund  privilege  at  any  time  for  the  unused  part  of  your  subscription.) 


Mr. 

Mrs. 

Miss 


□  1 -MONTH 
TRIAL  $5 
Send  me  the  service  for 
1  month,  with  the  bonus 
reports  above  —  for  just 
$5.  I  enclose  my  $5  pay- 
ment. 


please  print 


Street 


City State ZIP 

Your  subscription  may  not  be  assigned  without  your  consent. 
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GUARDIAN 

MUTUAL 

FUND 

■  NO  SALES  COMMISSION 

■  NO   REDEMPTION   CHARGE 

Newly  Issued  Statement  for  year 
ended  October  31,  1967  now  avail- 
able. 

A  portfolio  ot  common  stocks  selected  for 
possible  long-term  growth  of  capital  and 
income.  Mail  coupon  for  free  prospectus 
and  Statement. 


NEUBERGER  &  BERWIAN.   Distributor 
120  Broadway,  New  York,  N.  Y.  10005 

Name 

Address City. 


Members  New  York  Stock  Exchange 

Telephone:  COrtlandt  7-2600 


.state. 


These  J^otes  are  not  being  offered  to  the  public. 

$200,000,000 

United  Air  Lines,  Inc. 

6'/2%  Notes  due  April  1,  1990 


The  Company  has  arranged  for  the  sale  of  the  above  .Votes 
to  institutions  through  the  undersigned. 


MORGAN  STANLEY  &  CO. 


December  27,  1967. 


covered  from  that  blow,  its  assets  soar- 
ing to  nearly  $60  million. 

Europe,  with  its  potential  for  mu- 
tual funds,  continued  to  hold  a  fasci- 
nation for  Chase;  and  when  he  saw 
how  successfully  Bernard  Cornfeld  be- 
came through  his  Fund  of  Funds  ve- 
hicle (until  he  was  slapped  down  by 
the  SEC),  Chase  decided  to  look  for 
an  entry  that  would  be  acceptable  to 
the  SEC.  He  bought  a  significant  mi- 
.  nority  interest  in  a  firm  that  sells 
Shares  in  Europe  called  Security  Man- 
agement, which  in  turn  set  up  a  fund 
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Chase   of  Chase  Fund 


called  Chase  Selection  Fund.  Chase  Se- 
lection buys  selected  mutual  fund  shares 
primarily  in  the  U.S.,  and  it  tries  to 
outperform  the  market.  But  it  is  not 
domiciled  in  the  U.S.  nor  is  it  sold  to 
Americans.  Assets  of  the  fund,  which 
charges  a  maximum  load  of  8.5%, 
have  risen  so  sharply  that  they  have 
passed  $50  million  in  just  two  years, 
and  Chase  reports  that  the  fund  is  sell- 
ing at  a  $l-million-a-week  rate.  Under 
the  circumstances  he  is  understandably 
apprehensive  lest  the  SEC  decide  to  ask 
for  further  legislation  to  ban  any  kind 
of  Fund  of  Funds  concept,  thus  killing 
what  looks  to  be  a  golden  goose. 

And  Now?  Flushed  with  all  these 
recent  successes.  Chase  is  about  to 
register  a  leveraged  type  of  perform- 
ance fund  that  he  hopes  to  bring  out 
in  the  near  future.  "I  like  my  funds 
not  to  be  much  over  $100  million  or 
$200  million,"  he  says,  "because  above 
that  figure  you  lose  that  all-important 
flexibility." 

Chase  is  already  an  obvious  candi- 
date for  takeover  by  some  large  fi- 
nancial operation,  and  he  admits  to 
having  had  several  offers  in  the  last 
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FunoScoPE  uncovers  the  facts  in  a  neui  exclusive  report. 


Of  260  mutual  funds  suneyed  by  FUNDSCOPE.  38  charge 
no  sales  commission,  while  the  rest  make  a  sales  charge  from 
IT  to  9^r.  From  the  standpoint  of  getting  your  dollars  worth, 
FUNDSCOPE  compares  BUYING  COSTS  (sales  commis- 
sions) with  PERF  ORMANCE  RESULTS  and  comes  up  with 
some  verv  signihcant  information.  It  shows  that  among  the 
TOP  25  funds  for  the  latest  tabulated  12  month  period  only 
one  IS  a  no-loan  fund  . . .  for  the  latest  5  year  period.  17  of  the 
Top  25  are  load  funds  and  S  arc  no-load.  FUNDSCOPE 
N.AMES  THESE  FUNDS.  In  addition,  you'll  see  exactly  how 
the  5  top  No-Load  funds  compare  with  the  5  top  Load  funds 
in  10  Near  growth  performance  results ...  and  how  the  "Cio- 
Go"  performance  no-load  funds  compare  with  "Go-Go"' 
K>ad  funds. 

^\>u'll  see  for  vi>urself  how  No-Load  funds  and  Load 
funds  compare  lor  GROWTH  . . .  for  INCOME  . . .  for  STA- 
BILITY in  both  rising  market  periods  and  declining  market 
periods.  Packed  with  factual  data.  FUNDSC  OPES  exclusive 
January  issue  rc\cals  which  No-|  oad  funds  arc  a  'bargain  ' 

HOUl  DOES  youR  Funo  RRnK? 


FUNDSCOPE  provides  continuous  up  to  date  data  on  ovei  250  lunds. 
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Fairlield 
Federated 
Fidelity  Cap 
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Fidelity  Trend 
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FIF  Income 
First  Inv  Gr 
First  Inv  Sik 
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First  Virginia 
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Florida  Gr 
Found  Ute 
Founders 
Foursquare 
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Franklin  Util 
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Fund  of  Amer 
General Inv 
Gioup  Aero 
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Hamilton 
Imperial  Cap 
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NEA  Mutual 
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New  World 
O'Neil  Fund 
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0  TC  Fund 
Philadelphia 
Pilgrim 


Pioneer 
Provident 
Puritan 
Putnam  Geo 
Putman  Gr 
Putman  Inc 
Putman  Inv 
Republic 
Revere 
Samson 
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Securities  Fd 
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and  which  are  expensive.  You'll  learn  how  to  avoid  "hidden 
costs"  and  make  your  purchase  of  mutual  funds  a  bargain  . . . 
not  false  economy. 

Why  would  a  New  York  Stock  Exchange  broker  sell  vou  a 
So- Loud  fund  that  will  pay  him  no  commission?  What  should 
investors  look  for  regarding  "redemption  fees"?  Are  expense 
ratios  significant  to  investors?  Is  the  type  of  fund  you  choose 
important?  Which  funds  have  a  "Keogh  Plan"?  f  UNDSCOPF. 
answers  these  and  many  other  questions  designed  to  help  you 
avoid  the  pitfalls  that  trap  so  many  uninformed  investors. 

If  you  want  successful  performance  from  mutual  funds  let 
I  UNDSCOPE  provide  you  with  the  facts  you  need  to  find 
and  understand  the  trends  and  opportunities.  NO  OTHER 
PUBLIC  ATION  IS  LIKE  FUNDSCOPE.  IT  PROVIDES 
INFORMATION  NOT  AVAILABLE  ANYWHERE  ELSE 
-AT  ANY  PRICE.  Before  you  buy.  sell  or  switch  any 
mutual  fund  see  for  yourself  why  each  month  over  10,000 
investors,  brokers  and  money  managers  rely  on  FUND- 
SCOPE,  the  new  mutual  fund  bible,  to  help  point  the  way 
toward  protitable  investing. 

SPECIRb  OFFER: 

Send  just  $11  and  receive: 

1    A  3  month  trial  subscription  to  FUND- 
SCOPE  which  includes: 

•  The  dynamic  January  issue  that 
compares  No  Load  Funds  with 
Load  Funds. 

•  The  February  Issue  which  gives  you 
the  complete  1967  performance  re- 
sults covering  260  mutual  funds 
and  23  closed  end  lunds 

•  The  March  issue  which  features 
exclusive  performance  results  for 
every  year  back  to  1960.  At  a  glance 
you  will  be  able  to  see  the  TOP  25 
and  the  Better  Than  Average  funds 
in  performance  for  each  of  these 
past  8  years. 


2.  The  1967  MUTUAL  FUNO  GUIDE.  Con- 
tains over  200  pages  filled  with  latest 
facts  and  comprehensive  data  on  more 
than  250  funds,  including  addresses. 

3.  COMBINING  MUTUAL  FUNDS  &  LIFE 
INSURANCE  FOR  FINANCIAL  SECU- 
RITY. A  special  article  that  tells  what 
is  behmd  these  combination  packages 
that  are  becoming  increasingly  popular. 

Remember,  FUNDSCOPE  is  the  only 
publication  of  Its  kind,  and  spotlights 
unusual  news  and  features  items  out  of 
the  ordinary  which  may  mean  dollars  in 
your  pocket.  We  do  not  sell  mutual  funds 
or  have  any  connection  whatsoever  with 
any  mutual  fund  or  related  company. 
No  salesman  will  call.  Not  available 
on  newsstands. 


HCI  ROUU: 


Mail  your  $11  today,  or  if  you  prefer  the  above  offer  with 
a  full  14  month  subscription  send  $35.00.  Include  ZIP. 


FUnOSCOPE  Department  F  76 

Gateway  East,  Century  City,  Los  Angeles,  Cal.  90067 

Enclosed  is  $11.00.  Please  rush  special  trial  offer. 

Name : 


Address 
City. 


I 

I 

□  Check  here  and  enclose  $35  for  full  14  month  subscription.        I 


.State. 


.ZIP_ 
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You  can 


earn 


""tW 


.  .  regardless  of  t/me 
funds  remain  in  account 

Dividends 
Compounded  Daily 

on  all   accounts  as  follows: 
funds  received  by  us  by  the 
10th  of  any  month  and  held 
*     ^^^  to  the  end  of  the  quarter  earn 

from  the  1st.  Funds  received  by  the  10th  of  the 
month  and  v^ithdraw/n  before  the  end  of  the 
quarter  earn  from  the  date  of  receipt  to  the 
actual  date  of  withdrawal.  Funds  do  not  have 
to  remain  in  the  account  a  minimum  of  3  months. 


5 


g^    per  annum 
j^  base  rate 

ON  ALL  ACCOUNTS 


Current  Rate 


5.1 3^» 


Equivalent  to 

per  annum  when  princi- 
pal and  dividends  remain 
in  the  account  one  year 
and  dividends  are  compounded  daily. 

On  New  Bonus  Accounts 

you  get  an  additional 

_    I     n^     per  annum   on   accounts  held 

I  /  A /O    36  months.    Bonus  accounts 

/  ^  must   be   opened    in   minimum 

amounts  of  $1,000  or  in  multiples  of  $1,000. 

^H  EST.  1937 

Fidelity. 

\     SAVINGS   &   LOAN   ASSOCIATION 

\      Box  1631-22   •   Glendale,  Calif.  91209 

Qr  FIDELITY    FEDERAL    SAVINGS 

'  □    Pleose  send  information  about  your  savings  occounts. 
I   Q    Please    send    information    about    your 
I  CHECK-A-MONTH    plan. 


I  NAME- 


I  ADDRE5S- 
CITY- 


-STATE. 


-ZIP- 


1  "  PLEASE  PRINT  ZTS 


A\ 


CONVERTIBLES 


278  convertible  bonds  and 

177  convertible  preferred  stocks 

now  currently  traded  can  be  ignored  by 
an  investor  only  to  his  own  detriment.  In 
many  cases  an  intelligently  selected  con- 
vertible can  sharply  limit  risk  on  the  down- 
side, while  providing  just  as  much  appre- 
ciation as  the  common  on  the   upside. 

Let  our  R.  H.  M.  Convertible  Survey- 
one  of  the  largest  convertible  services  in 
the  country,  and  subscribed  to  by  bankers, 
brokers  and  institutions  tliroughout  the 
investment  world— tell  you  the  whole 
story  of  the  convertible  bond  and  con- 
vertible preferred  stock  and  outline  a 
method  by  which  you  can  profit  from 
the   455   convertibles   currently   traded. 

A  valuable  descriptive  folder  is  avail- 
able to  you  free  on  request  and  will  be 
sent  without  any  obligation.  Just  mail  this 
ad  with  your  name  and  address  to  "Con- 
vertibles" Dept.  F-15.  R.H.M.  Associates. 
220  Fifth  Ave  .  N°\-  York.  N  Y  10001. 
Send  today ' 


year.  At  his  age,  if  an  attractive 
enough  offer  comes  along,  he  might 
well  grab  it.  Much  larger  Loomis, 
Sayles  (see  below)  just  sold  out  to 
New  England  Mutual  Life;  but  they 
were  dealing  in  part  from  weakness 
while  Chase  is  currently  dealing  from 
strength.  The  strongest  thing  the  buy- 
er would  get  would  be  a  supposedly 
conservative  trustee  with  a  little  bit 
of  the  plunger  in  him.  And  that  is 
something  from  which  a  staid  insur- 
ance company  might  well  benefit. 

CHANGING  TIMES 

Last  month  Loomis,  Sayles  &  Co., 
42-year-old  Boston-based  investment 
counseling  firm  that  also  manages 
three  no-load  mutual  funds  (assets- 
S200  million),  threw  in  the  towel. 
President  Maurice  T.  Freeman,  63, 
announced  the  sale  of  a  75%  interest 
in  the  management  company  to  New 
England  Mutual  Life  Insurance  Co. 
(assets:  $3.1  billion).  The  Loomis, 
Sayles  name  will  be  retained,  however, 
along  with  investment  autonomy  for 
Freeman  and  his  top  associates.  What 
makes  the  deal  somewhat  unusual  is 
the  fact  that  despite  selling  out  to  an 
insurance  company  with  2,000  sales- 
men, the  fund  will  continue  to  be  sold 
as  in  the  past,  without  a  commission. 

This  might  seem  a  bit  odd,  but  there 
are  some  compelling  reasons  behind  it. 
For  one  thing,  most  of  NEMS  agents 
currently  are  not  licensed  to  sell  both 
funds  and  insurance.  For  another,  the 
Securities  &  Exchange  Commission 
would  be  unlikely  to  look  favorably 
upon  such  a  switch.  Finally,  share- 
holders would  hardly  vote  for  such  a 
change,  since  they  would  be  penalizing 
themselves  if  they  wished  to  purchase 
additional  shares  of  any  of  the  funds. 

Moving  In,  Far  overshadowing  the 
funds,  however,  is  the  fact  that  NEM 
is  acquiring  $2  billion  in  managed  in- 
vestment accounts,  including  individ- 
uals, corporations  and  endowments. 
NEM  is  also  acquiring  a  large  equity 
base  which  it  needs  to  expand  its  mer- 
chandising of  insurance  and  pension 
funds.  Loomis,  Sayles  is  supplying  the 
insurance  company  with  105  experi- 
enced investment  research  men  which 
would  otherwise  have  to  be  assembled 
outside  from  scratch. 

Thus,  with  mutual  funds  and  equity 
investing  having  moved  to  the  fore  in 
the  1960s  as  the  preferred  investment 
package,  the  insurance  industry  is 
gradually  beginning  to  move  in.  This  is 
the  first  time  that  a  major  investment 
management  operation  has  been  taken 
over  by  an  insurance  company.  In  the 
past,  insurance  companies  have  bought 
out  only  individual  mutual  funds.  But 
it  is  a  good  bet  that  other  such  organ- 
izations will  go  the  same  route  in  the 
next  few  years.  ■ 


NOW...COMPUTER  BASED 
SUPERVISION  FOR  YOUR 
PORTFOLIO  OF  $10,000- 
$100,000. 

Roger  E.  Spear,  Investment  Advisor,  has 
developed  a  practical  way  for  your  portfolio 
to  be  put  under  professional  supervision. 
Serving  clients  in  all  50  States  and  21  for- 
eign countries,  Spear  &  Staff  employs  the 
skills  of  investment  specialists,  expert  re- 
search and  third  generation  computer  facili- 
ties to  analyze  facts  and  help  make  timely 
decisions. 

Mr.  Spear's  Decision  Management  Plan  has 
proved  particularly  helpful  in  achieving  con- 
servative capital  growth  for  busy  people 
who  appreciate  the  risks  and  seek  the  re- 
wards of  a  professionally  managed  common 
stock  portfolio. 

For  complete  information  send  for  our  32- 
page,  complimentary  booklet,  "Declare  Your 
Own  Dividends." 

I  I  SPEAR  &  STAFF,  INC. 

L^^^l  Investment  Management  Div. 
■  I  Dept.  M.F.  115 

Babson  Park,  Mass.  02157 

Please  mail  to  me  at  once  your  compli- 
mentary 32-page  booklet  "Declare  Your  Own 
Dividends."  Confidentially  my  account  would 
amount  to  $ 
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SPECIAL  $3.00  GUEST 
SUBSCRIPTION  OFFER! 

The  JOURNAL  Of 
COMMODITY  TRADING 

•  You  can  keep  abreast  of  developments  and 
secure  a  fine  background  for  success  in  com- 
modity trading  by  regularly  reading  the  JOURNAL 
OF  COMMODITY  TRADING,  official  publication 
of  the  internationally-known  American  Association 
of  Commodity  Traders.  Feature  articles  and  regu- 
lar editorial  departments  in  the  JOURNAL  cover: 
Basic,  intermediate  and  advanced  trading  methods 
and  techniques  .  .  .  technical  studies  on  moving 
averages,  volume  and  cpen  interest  .  .  .  charting 
methods  .  .  .  computerized  methods  .  .  .  spread 
trading  .  .  seasonals  .  .  success  stories.  The 
JOURNAL  renders  unusually  valuable  services  for 
commodity  traders — beginners  and  veterans  alike! 
Ycu  are  invited  to  accept  this  Special  Guest  Sub- 
scription Offer:  The  next  3  big  bi-monthly  issues 
(6  months  service)  for  only  $3.00.  Mail  check  to- 
day to:  JOURNAL  OF  COMMODITY  TRADING. 
Suite  706-M,  82  Beaver  St..  New  York.  N.  Y.  10005. 


TAX   SHELTER 

12%  or  more  compounded  annually  is 
the  tax  sheltered  growth  possibility  of 
a  new  type  of  annuity.  A  tax  shelter 
against  deflation  as  well  as  inflation. 
The  cost  may  be  deducted  from  taxable 
incomes  of  the  self-employed  and  the 
employee  of  nonprofit  organizations.  A 
highly  profitable  guaranteed  invest- 
ment when  purchased  as  a  straight  tax 
sheltered  investment. 
Complete  information  without  obliga- 
tion. 
Give  date  of  birth. 

POLICYHOLDERS'   MUTUAL 
LIFE   INSURANCE  COMPANY 

P.O.   Box   2227 
Houston,   Texas   77001 
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READERS  SAY 


(CONTINLED   FROM   PAGE    9) 

a  thinking  mans  center  for  systems  anal- 
ysis, operations  research,  industrial  con- 
sulting and  the  related  skills  for  inter- 
disciplinary solutions  of  the  complex 
problems  of  urban  areas,  marine  design 
and  weapons  or  industrial  systems.  These, 
too,  are  tools  for  structuring  the  future. 

— Frederick  H.  Warren 
Chairman, 
NUS  Corp- 
Washington,  DC. 

Bare-Top  and  Stand-Up! 

Sir:  Bare-top  desks  are  rare  but  are 
not  new  (Forbes,  Dec.  15,  1967.  p.  13). 
You  should  reproduce  the  picture  of  the 
desk  of  J.  Ogden  Armour  that  appeared 
in  Foriunt  in  the  Thirties:  bare-top  stand- 
up  and  in  an  office  with  absolutely  no 
chairs. 

— Alan  C.   R(x:kwood 
Newton.  Mass. 

Sir:  ^'our  editorial.  "The  Bare  Desk 
Top"  hits  the  spot.  Now  I  have  a  different 
outlook  on  life,  for  I  am  sure  I  have  lots 
of  company  and  all  of  us  might  yet  ar- 
rive. The  line,  "a  man  sitting  behind  a 
desk  without  a  damned  thing  on  it,"  is  a 
message  in  itself.  No  more  need  be  said. 
My  sloppy  desk  will  be  cleaner  from  this 
d.i\  forward. 

— Thomas  L.  Ruffin 
President, 
Ruffin  &  Payne  Inc. 
kithniond.  Va. 

Objection  Noted 

Sir:  1  have  read  with  interest  the 
(FoRBis.  Jan.  I )  textile  review.  The  com- 
ments concerning  United  Merchants  re- 
flect inaccurate  and  superficial  business 
reporting,  to  say  the  least. 

It  is  apparent  that  your  reporter  made 
no  effort  whatever  to  analyze  the  1967 
fiscal  results  of  this  company.  While  it  is 
stated  that  the  textile  industry  suffered  a 
drop  of  over  25 "^c  in  profits,  a  review  of 
our  results  for  the  past  fiscal  year  indi- 
cmes  a  drop  of  about  7%  in  profits,  once 
the  foreign  operations  are  eliminated. 

The  long-term  record  of  this  company 
belies  your  statement  that  "the  company 
has  little  to  boast  about."  In  the  span  of 
years  covered  by  our  latest  annual  report, 
net  worth  has  increased  from  $15  million 
to  $210  million.  Dividends  have  been  in- 
creased ( adjusted  basis )  from  3  cents  per 
share  to  $1.20.  and  during  the  period  over 
SI 50  million  has  been  paid  to  share- 
holders. During  the  postwar  period  the 
common  stock  has  been  split  8.8  times 
and  the  regular  dividend  maintained  in 
each  instance  on  the  increased  number  of 
shares. 

— Martin  J.  Schwab 

Executive  Vice   President 

and  Treasurer, 

United   Merchants  &   Manufacturing 

New  York,  NY. 


SINCE  1888 


From  a  modest  be- 
ginning in  1888,  our  firm  has  become  a 
nation-wide  investment  network  of  63 
offices,  ranging  from  New  England  to 
California  and  from  Minnesota  to 
Texas.  The  acorn  and  oak  leaf  in  our  in- 
signia symbolize  nearly  80  years  of  con- 
sistent growth  and  increasing  strength. 

This  expansion  in  size  has  been  accompanied  by 
constant  improvements  in  our  customer  services: 
research  in  depth,  faster  quotations,  computerized 
accounting  and  the  most  modern  communication  sys- 
tem available  today.  As  always,  however,  our  greatest 
a.sset  continues  to  be  the  ability,  experience  and  per- 
.sonal  attention  offered  by  our  more  than  800  regis- 
tered representatives. 

We  cordially  invite  you  to  visit  our  nearest  office. 
Or,  if  you  prefer,  write  or  call  for  a  copy  of  our  cur- 
rent market  letter.  There  is  no  charge  or  obligation. 
Just  ask  for  F  1. 

«  HaniMBLa\A/Bn  B\A/EEK5 
HE1VIPHILL,  NQYE5 

MEMBERS  NEW  YORK  STOCK  EXCHANGE      OFFICES  COAST  TO  COAST 

8  HANOVER  STREET,  NEW  YORK,  N.  Y.  10004 
Telephone:  DIgby  4-6600 


Panhandle  Eastern 

Pipe  Line  Company 

Quarterly  Dividend 
40C  per  Common  Share 

Payable  March  15, 1968 
Record  February  29, 1968 
Declared  January  3, 1968 

CYRIL  J.  SMITH 
Secretary 
One  Chase  Manhattan  Plaza,  New  York,  N.  Y. 

Consecutive  dividend  payments  since  1937 
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BIG  MONEY 

KEEPS     —^lu^i 

TO  THE  NATION'S 
LARGEST  FEDERAL 


ASSETS  EXCEED  $1.5  BILLION 

Join  the  Big  Money  movement.  The 
nation's  largest  federally  chartered 
savings  association  pays  5%  on  regular 
passbook  accounts  (5.127%  annual 
yield,  when  savings  and  all  dividends 
remain  a  year,  if  our  5%  current  annual 
rate  is  compounded  daily  and  maintained 
a  year).  Dividends  compounded  daily. 
Earnings  on  regular  passbook  accounts 
paid  quarterly.  Funds  withdrawn  be- 
tween regular  dividend  payment  dates 
earn  to  date  of  withdrawal,  provided 
they  have  earned  for  three  months  and 
the  account  remains  open  to  the  end  of 
the  quarter.  Safety  assured  by  expe- 
rienced management  since  1925,  and 
account  insurance  to  $15,000  by  a  U.S. 
Government  agency.  550,000  individuals, 
corporations  and  trusts  served  in  100 
foreign  countries  and  50  states,  many 
with  accounts  of  $25,000,  $100,000, 
$200,000  and  more.  Special  attention  to 
mail  accounts.  Funds  received  by  10th  of 
any  month  earn  from  1st.  Funds  received 
after  10th  earn  from  1st  of  following 
month.  Join  the  Big  Money  Movement  — 
send  check  or  money  order  with  coupon 
below. 

CALIFORNIA  FEDERAL 
SAVINGS 

AND  LOAN  ASSOCIATION 

18  Offices  in  Los  Angeles,  Orange,  Ventura  Counties 


MASTER  PLAN 

FOR 

HNANCIAL 

SECURdY 


FREE!  HOW  TO  GET  AND  KEEP  BIG 
MONEY!  240-page  book,  "Master 
Plan  for  Financial  Security."  Tells 
how  the  big  money  people  use 
savings,  stocks,  bonds,  real  estate, 
insurance.  Tips  you  can  use  to 
build  wealth  and  security.  Mail 
coupon  today  for  free  copy! 


California  Federal  Savings  Association,  Box  54087, 
Terminal  Annex,  Los  Angeles,  California  90054 

n   Please  send  free  Financial  Security 
book  and  CalFed  MAIL-SAVERt. 

Please  open  account:  F-50 

D   Passbook  ($50  or  more) 

D  Joint         n   Individual         n  Trust 

Name(s) . 

Address 


City- 


-State 


-Zone, 


Funds  enclosed  in  amount  of  $. 
Soc.  sec.  or  Ident.  No 


(Continued  from  page  8) 

Trends 

&  Tangents 

telle  Memorial  Institute.  R&D  ex- 
penditures this  year  are  expected  to 
rise  by  only  3.3%.  During  the 
decade  from  1955  to  1965,  the 
average  yearly  increase  was  14%. 
One  reason  for  the  downturn:  a 
slower  rate  of  growth  in  the  Fed- 
eral Government's  military,  space 
and  atomic  research  programs. 

Music  Hath  Charms.  Not  every- 
one likes  rock  'n'  roll;  there  are 
some  people  who  prefer  music.  For 
that  reason,  the  sale  of  FM  radio 
sets  is  steadily  climbing,  the  num- 
ber of  FM  stations  is  steadily  mul- 
tiplying. Sixteen  million  FM  radios 
worth  roughly  $800  million  were 
sold  in  the  U.S.  last  year,  up  33% 
from  the  year  before  and  about 
45%  of  total  radio  sales,  according 
to  North  American  Philips  Co.  At 
their  current  growth  rate,  FM  sales 
will  surpass  AM  sales  by  1970. 
Meanwhile,  the  number  of  FM 
stations  has  risen  from  800  to 
1,800  in  the  past  eight  years. 


OVERSEAS 


Fourth  Front.  The  three  biggest 
U.S.  weapons  in  the  war  on  hunger 
abroad  have  been  surplus  food, 
farm  machinery,  and  fertilizer  ship- 
ments. Fertilizer,  in  fact,  is  fast  be- 
coming the  single  biggest  element 
in  the  U.S.  foreign  aid  program. 
Now  the  Agency  for  International 
Development  is  pushing  a  fourth 
front  by  backing  up  such  companies 
as  Indiana  Standard,  Gulf,  Skelly, 
and  Swift  in  building  fertilizer 
plants  in  hungry  lands.  Says  Her- 
bert J.  Waters  of  AID's  War  on 
Hunger  office:  "The  world's  total 
population  will  increase  about  37% 
by  1980.  But  the  world  demand  for 
fertilizer  will  jump  250%." 

Down-Under  First.  Many  U.S. 
companies  change  their  style 
abroad  to  adjust  to  local  tastes. 
But  the  first  S.S.  Kresge  K-mart 
outside  North  America  will  be  just 
like  its  U.S.  prototypes,  when  it 
opens  later  this  year  in  a  Mel- 
bourne, Australia,  suburb.  The 
store  will  give  Australians  their 
first  look  at  a  modern  one-floor, 
central-checkout  discount  depart- 
ment store.  Kresge  will  own  51% 
of  the  store,  Australia's  G.J.  Coles 
&  Coy  49%.   ■ 


Southern  California 
Edison  Company 

DIVIDEND    I 


The  Board  of  Directors 
has  authorized  the  pay- 
ment of  the  following 
quarterly  dividend: 

COMMON  STOCK 
Dividend  No.  232 
35  cents  pet  share. 

The  above  dividend  is  pay- 
able January  31,  1968  to 
shareholders  oi  record  Jan- 
uary 5.  Checks  will  be 
mailed  from  the  Company's 
office  in  Los  Angeles,  Jan- 
uary 30. 

P.  C.  HALE,  Treasurer 
December  21,  1967 


COLUMBIA  PICTURES 
CORPORATION 

The  Board  of  Directors  at 
a   meeting   held    today   de- 
clared a  cash  dividend  of  30 
cents  per  share  on  its  out- 
standing    Common    Stock, 
payable  January  19,   1968, 
to    stockholders    of    record 
December  28,   1967. 
S.  H.  MALAMED 
Vice  Pres.  Sr  Treas. 
AVa  lor*,  December  IS,  1967 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schuiz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  York  Stock  Exchange 
120  Broadway,  N.  Y.  10005 
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BOSTON  EDISON 
COMPANY 

Preferred  Dividertd 

A  quarterly  dividend  of  SI. 06  per 
share  has  been  declared  payable 
on  th«  first  day  of  February 
1968  to  stockholders  of  record  at 
the  close  of  business  on  January 
10,  1968  of  the  Company's 
Cumulative  Preferred  Stock, 
4.25'^  Series. 

Preferred  Dividend 
A  quarterly  dividend  of  $  1 . 1 9  per 
share  has  been  declared  payable 
on  the  first  day  of  February 
1968  to  stockholders  of  record  at 
the  close  of  business  on  January 
10.  1968  of  the  Company's 
Cumulative  Preferred  Stock, 
4.78';   Series. 

Common  Dividend  No  315 
A  quarterly  dividend  of  52c  per 
share  on  the  Common  Stock  of 
the  Company  has  been  declared 
payable  on  the  first  day  of 
February  1968  to  stockholders 
of  record  at  the  close  of  business 
on  January  10,  1968. 

Checks  will  be  mailed  from 
Old  Colony  Trust  Company, 
Boston. 

JOSEPH   P.   TYRRELL 
Vice  President  and  Treasurer 

Boston.  December  18,  1967 
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Index  of  Advertisers — January  15,  i968 

^  Indicated  below  are  those  general  advertisers  who  will  make  additional  infor- 
mation or  annual  reports  available  to  Forbes  readers  as  stated  in  their  advertise- 
ments on  the  pages  noted. 


ALUMINUM  COMPANY  OF  AMERICA    34 

Agency:  Fuller  &  Smith  &  Ross  Inc. 

■k  AMERICAN   TELEPHONE   &  TELEGRAPH   CO.    .  .    6-7 

Agency;  N.  W.  Ayer  &  Son,  Inc. 


•  AMSTEO    INDUSTRIES,    INC. 

Agency:  GeyerOswald.  Inc 


BABSQN'S   REPORTS    INC 50 

Agency:  Kenneth  T,  Vincent  Co. 


BOSTON  EDISON  COMPANY 

Agency:  John  C.   Dowd,   Inc. 
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•  CALIFORNIA   FEDERAL   SAVINGS 

AND    LOAN    ASSOCIATION     62 

Agency:  Melvin  A    Jensen  Advertising,  Inc. 


COLUMBIA   PICTURES   CORPORATION    62 

Agency:    Albert    Frank-Guenther    Law,    Inc. 


■k  DANA    CORPORATION 

Agency:  Compton  Advertising,  Inc. 


32-33 


THE  DANFORTH  ASSOCIATES    52 

Agency:  Wunderman.   Ricotta  &  Kline.   Inc. 


THE   DETROIT   EDISON   COMPANY    . 

Agency:  CampbellEwald  Company 


■k  EATON  YALE  &  TOWNE  INC Back  Cover 

Agency:  Meldrum  and  Fewsmlth,  Inc. 


FIDELITY  FEDERAL  SAVINGS  AND  LOAN 

ASSOCIATION     60 

Agency:  The  Perrett  Company 


FINANCIAL  WORLD    44 

Agency:    Albert    Frank-Guenther    Law,    Inc. 

FUNDSCOPE    59 

Agency:  Ooremus  &  Company 


GENERAL  ELECTRIC 

COMPANY 2nd  Cover  &  Page  3 

Agency:  Batten,  Barton,  Durstine  & 
Osborn,  Inc. 


GOLDMAN,  SACHS  8.  CO 29 

Agency:   Doremus  &   Company 


MARATHON  OIL  COMPANY    10 

Agency:   Hill  and  Knowlton,   Inc. 


MERRILL   LYNCH,   PIERCE,  FENNER   & 

SMITH    INC 24-25 

Agency:  Ogiivy  &  Mather  Inc. 


MORGAN,  ROGERS  8.  ROBERTS,   INC 56 

Agency:  John  0  Powers  Company 


MORGAN  STANLEY  &  CO 58 

Agency:   Doremus  &  Company 


NATIONAL  CAR  RENTAL,  INC 13 

Agency:  Campbell-Mithun,  Inc. 


NEUBERGER  &  BERMAN    58 

Agency:    Albert    Frank-Guenther    Law,    Inc. 


•k  NEW  YORK  STATE,  STATE  DEPARTMENT 

OF   COMMERCE    

Agency:  Batten,  Barton,  Durstine  & 
Osborn,    Inc. 


PANHANDLE  EASTERN  PIPE  LINE  COMPANY..      61 

Agency:    Albert    Frank-Guenther    Law,    Inc. 


•k  POLICYHOLDERS'  MUTUAL  LIFE  INSURANCE 

COMPANY   60 

Agency:  Brown  &  Koby  Marketing/ 
Advertising  Agency 


T.  ROWE  PRICE  GROWTH  STOCK 

FUND,    INC 56 

Agency:  VanSant,  Ougdale  and  Company,  Inc. 


PULLMAN    INCORPORATED    31 

Agency:  Young  &  Rubicam,  Inc. 


R.H.M.   ASSOCIATES    60 

Agency:  M    L.  Grant,   Inc.,  Advertising 


RESEARCH  INSTITUTE  INVESTORS  SERVICE  57 

Agency:  Joan  M.  Koob  Associates 


SOUTHERN  CALIFORNIA  EDISON  COMPANY 

Agency:   Doremus  &   Company 
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SPEAR   &   STAFF,    INC. 

INVESTMENT  MANAGEMENT  DIVISION    60 

Agency:  Alfred  S.  Buyer,   Inc. 


%  Total  Adult  Audience  who  are 
men  35  years  of  age  and  over 
having  household  incomes  of 
$10,000  and  over 


FORBES 
Fortune 
Business  Week 


39.1 
32.0 
30.9 


Source;  1967  Simmons  Study. 
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GOODBODY  it  CO 29 

Agency:   Doremus  &  Company 

*  HATTERAS  YACHT  COMPANY    9 

Agency:  James  R.  Fox  Advertising 


THE  HOLT  INVESTMENT  ADVISORY 55 

Agency:  Arthur  Lockard  &  Co.,  Inc. 


HORNBLOWER  &  WEEKS-HEMPHILL,  NOYES         61 

Agency:   Doremus  &  Company 


INVESTORS  INTELLIGENCE   56 

Agency:  Diener  &  Dorskind  Incorporated 


INVESTORS  RESEARCH  COMPANY   54 

Agency:    Albert    Frank-Guenther    Law,    Inc. 


THE  JOURNAL  OF  COMMODITY  TRADING 

Direct 


GO 


STANDARD  &  POOR'S  CORPORATION 53 

Agency:    Groody   Advertising    Agency,    Inc. 


TENNECO  INC 3rd  Cover 

Agency:   Reach,  McClinton  &  Co.   Inc. 


TRENDWAY   54 

Agency:  Connor  &  Stauderman  Advertising 


UNITED  BUSINESS  SERVICE  CO.,  INC.   .      47-48-49 

Agency:  Silton  Brothers,   Incorporated 


UTAH  POWER  &  LIGHT  CO 54 

Agency:   Gillham   Advertising  Agency,    Inc. 


THE  VALUE  LINE  INVESTMENT  SURVEY 51 

Agency:  The  Vanderbilt  Advertising  Agency 


WOLFE  &   CO 62 

Agency:    Albert    Frank-Guenther    Law,    Inc. 
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THOUGHTS  . . .  BUSINESS  OF  LIFE 


Keep  the  faculty  of  effort  alive  in 
you  by  a  little  gratuitous  exercise  each 
day.  — William  James. 


Man  (doubtless)  was  not  created  to 
be  an  idle  fellow;  he  was  not  set  in 
this  universal  orchard  to  stand  still  as 
a  tree.  — Thomas  Dekker. 


It  takes  a  kind  of  genius  to  make  a 
fortune,  and  especially  a  large  for-, 
tune.  It  is  neither  goodness,  nor  wit, 
nor  talent,  nor  strength,  nor  delicacy. 
I  don't  know  precisely  what  it  is:  I 
am  waiting  for  someone  to  tell  me. 

— Jean  de  la  Bruyere. 


Poverty  is  half  laziness. 

— Jugo-Slavic  Proverb. 


Riches  are  not  an  end  of  life,  but 
an  instrument  of  life. 

— Henry  Ward  Beecher. 


Poverty  urges  us  to  do  and  suffer 
anything  that  we  may  escape  from  it,i 
and  so  leads  us  away  from  virtue. 

— HORACE.1 


Let  us  not  overstrain  our  talents, 
for  if  we  do,  we  shall  do  nothing  with 
grace.  — Jean  de  la  Fontaine. 


Lose  no  time ;  be  always  employed 
in  something  useful;  cut  off  all  un- 
necessary actions. 

— Benjamin   Franklin. 


If  idleness  do  not  produce  vice  or 
malevolence,  it  commonly  produces 
melancholy.  — Sydney  Smith. 


Life,  though  short,  is  a  working  day. 
Activity  may  lead  to  evil:  but  inactivity 
cannot  be  led  to  good. 

— Hannah  More. 


Excellence  is  never  granted  to  man 
but  as  a  reward  of  labor. 

— Joshua  Reynolds. 


Know  the  true  value  of  time; 
snatch,  seize  and  enjoy  every  moment 
of  it.  No  idleness,  no  laziness  or  pro- 
crastination.    — Lord  Chesterfield. 


B.  C.  FORBES 

Bestir  yourself  more  ener- 
getically to  achieve,  and  fret 
less  about  reward.  Pour  oil  on 
the  machinery  of  your  organi- 
zation, rather  than  drop  grit 
in   it. 


The  mature,  but  laborious,  fruits  of 

prudence  are  always  slowly  produced. 

— Luc  de  Vauvenargues. 


More   trouble   is   caused   by   doing 
nothing  than  by  doing  too  much. 

— Italian  Proverb. 


Energy  will  do  anything  that  can 
be  done  in  the  world;  and  no  talents, 
no  circumstances,  no  opportunities 
will  make  a  two-legged  animal  a  man 
without  it.  — Goethe. 


Fate   leads   the   willing,    and   drags 
along  those  who  hang  back.  — Seneca. 


Talent  is  commonly  developed  at 
the  expense  of  character,  and  the 
greater  it  grows,  the  more  is  the  mis- 
chief and  misleading. 

— Ralph  Waldo  Emerson' 


The  darkest  hour  in  the  history  o) 
any  young  man  is  when  he  sits  dowr 
to  study  how  to  get  money  withou 
honestly  earning  it. 

— Horace  Greeley 


Everything  yields  to  diligence. 

— Antiphanbs 


Nine  times  out  of  ten  the  best  thin 
that  can  happen  to  a  young  man  is  ti 
be  tossed  overboard  and  compelled  t 
sink  or  swim  for  himself. 

— James  Garfieli 


More  than  3.000  "Thoughts."  in- 
dexed hy  author  and  subject,  are  now 
available  in  a  574-page  book  at  $5.95. 
Send  check  and  order  to:  Forbes  Inc.. 
60  Fifth  Avenue,  New  York.  N.Y. 
1001 1.  (Sales  tax:  New  York  City, 
add  5%.  Other  parts  of  New  York 
State,   add  2%    to  5%    as   required.) 


1  knew  very  well  what  I  was  under- 
taking, and  very  well  how  to  do  it,  and 
have  done  it  very  well. 

— Samuel  Johnson. 


We  can  do  anything  we  want  to  do 
if  we  stick  to  it  long  enough. 

— Helen  Keller. 


A  Text .  .  . 

Sent  in  by  Stewart  L.  Stokes,  Con- 
cord, N.H.  What's  your  favorite 
text  ?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life 
is  presented  to  senders  of  texts 
used. 


He  become th  poor  that  dealeth  with  a 
slack  hand:  but  the  hand  of  the  dili- 
gent maketh  rich. 

— Proverbs   10:4 


64 


FORBES,  JANUARY  15,  19 


FEBRUARY  1, 1968/ FIFTY  CENTS 


l(l 


Forbes  contents 


LBRUARY  1,  1968     VOLUME  101,  NUMBER  3 


IVER  STORY 


20 


/CO:  The  name's  the  same,  but  some  added  faces 
id  a  great  family  fortune  may  make  Avco  one  of  the 
ost  aggressive  of  the  new  conglomerates. 


Cover  Photo: 
Ed  Wergeles 


:gular  departments 

DE  LINES 

?ENDS  &  TANGENTS 

EADERS  SAY 


7 
8 


FACT  AND  COMMENT 

By  Malcolm  S.  Forbes 

FORBES  INDEX 

THOUGHTS  ON  THE  BUSINESS  OF  LIFE 


11 

51 
70 


ISINESS 


»ANE-WESTINGHOUSE   AIR   BRAKE  15 

takes  two  to  make  a  war,  and  when  Crane's  Tom  Evans 
snt  after  Wabco,   King  McCord  took  up  the  challenge. 

REAT  NORTHERN  PAPER  16 

i  going  against  the  rest  of  the  paper  industry,  Great 
3rthern    has   turned    in    some    impressive    earnings. 

)DRESSOGRAPH   MULTIGRAPH  17 

sspite  its  problems  with  the  3000  copier-duplicator, 
*1  IS  one  of  the  savviest  companies  in  its  industry. 

IGERSOLL-RAND  18 

Bw  Chairman  Bill  Wearly  figures  IP's  staid  capital  goods 
>es  will  make  it  one  of  the  U.S.'  real  growth  companies. 


.S.  INDUSTRIES 

hen  It  comes  to  diversifying.  President  John  Billera's 
^ing    to    prove    it's    not    what    you    do     but    how. 


18 


4  INTERVIEW  WITH  MARRINER  ECCLES  28 

le  former  head  of  the  Federal  Reserve  has  some  gloomy 
itions  of  where  the  country  and  the  economy  are  going. 

?UGS  35 

le  Courts  have  not  only  tarnished  the  drug  industiV's 
lage,  they  threaten  to  cost  it  untold  millions  in  damages. 


UNION  OIL  OF  CALIFORNIA  36 

With  its  domestic  position  secure,  crude-short  Union 
Oil   is   now   beginning  to   mend    its   fences   overseas. 


CLOSED-END  COMPANIES 

Discounts   are  the   narrowest   in   seven 
years.    But    what    does    it    all    mean? 


38 


ESQUIRE  42 

Esky  diversified  again  and  again,   but  the  backbone  of 
its  profits  and  prospects  is  still  the  magazine  business. 

HELENE   CURTIS    INDUSTRIES  44 

Did  Helene  Curtis'  efforts  to  diversify  cost  it  a  perma- 
nent    loss     in     its    once-thriving    cosmetics    business? 


FACES   BEHIND   THE  FIGURES 

JAMES  M.  SYMES 

(Pennsylvania  Railroad) 

DAVID  W.  BARR 

(Moore  Corp.) 

MARTIN  DUBILIER 

(Kearney- National) 

DR.  GEORGE  E.  MUELLER 

(NASA) 


48 
48 
49 
49 


MNCE 

l^RKET  COMMENT 

Hooper 

OCK  ANALYSIS 

nz_H.  Biel 

HE  MARKET  OUTLOOK 

ney   B    Lurie 

I^ERSEAS   COMMENTARY 

orge  J.  Henry 


52 
56 
58 
60 


STOCK  TRENDS 

Robert  A.  Stovall 

THE  FUNDS 

American  Motors,  Insurance  Securities 

TABULAR  COMPARISON 

Closed-End  Companies 


62 
63 

38 


iMPANY  INDEX 

ressograph    Multigraph    ....  17 

minum  Co.  of  America    ....  56 

erican    Cyanamld     35 

erican  Motors    63 

0   Corp 20 

stol-Myers   35 

tish   Motors    61 

cago.  Burlington  &  Quincy  . .  68 

ysler   Corp 52 

nbustion  Engineering    56 

itinental  Oil   58 

ne  Co 15 

tman  Kodak  56 


Electric  Bond  &  Share  56 

Esquire.  Inc 42 

Fibreboard   Corp 52 

Gerber  Products    67 

Great  Northern  Paper  16 

Greyhound    Corp 68 

Helene  Curtis  Industries  44 

Ingersoll-Rand  Co 18 

Insurance  Securities 64 

International    Telephone    & 

Telegraph       56 

Joy  Manufacturing 8 


Kearney-National    Inc 49 

Kerr-McGee  Corp 56 

Leyland  Motors     61 

McLean   Industries    52 

Moore   Corp 49 

National  Cash  Register   56 

Northern  Pacific  Railway  52 

Pennsylvania  Railroad    48 

Pfizer,  Chas.  &  Co 35 

Pittson  Co 58 

Raytheon    Co 62 

Schlumberger,   Ltd 52 


Sherwin-Williams  Co 56 

Squibb  Beech-Nut  35 

Sun  Oil   67 

Sunray  DX  Oil 67 

Transamerica  Corp 56 

Triangle  Conduit  &  Cable   62 

Union  Oil  Co 36 

United  Aircraft    8 

United   Fruit    56 

Upjohn    Co 35 

U.S.   Industries   18 

Western  Deep  Level  61 

Westinghouse  Air  Brake 15 


JTO  AND  ART  CREDITS:  Ed  Wergeles,  pages  7,  15  right;  Joseph  Papin,  pages  11,  12;  Tom  Beisvi/enger,  page  17  top;  Jerry  Frank,  pages  19,  49;  Wide  World,  page  35 
U.P.I.,  pages  35,  48  left;  Pete  Weaver,  page  49  top;  Charts  by  Bill  Galbreath,  pages  20,  22. 

RBES   is   published   twict    monthly   by    Forbes    Inc.,    60    Fifth    Ave..    New   York,    N.Y.    1001 1.    Second-class    postage    paid   at   Post    Office,    New    York   and    at   additional    mailing 
ees.   Subscription  S7.50  one  year  USA.  Copyright  <&  1968,   Forbes  Inc. 


RBES,  FEBRUARY  1.  1968 


^.>,' 


■^, 


''*<*. 


Communications  tecl-inology  will  soon  give  to  man,  no 
matter  where  he  is,  the  power  of  instant  interaction 
with  a  computer.  Reshaping  concepts  of  time  and 
space  in  business  management. 

To  exploit  this  power,  Standard  Oil  of  California 
uses  the  Bell  System  information  network  to  link  its 
refinery,  research,  and  administrative  operations  to  a 
giant  computer. 

No  one  knows  more  about  moving  information  than 
the  people  who  run  the  world's  largest  information 
network. 

Bell  System -the  information  movers 
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Leonard  Yablon 


Clean-Desk  Man 

When  Leonard  H.  Yablon  came  to  Forbes  Inc.  as  controller  in 
1962.  he  was  33  and  fascinated  by  the  publishing  business.  A 
graduate  of  Long  Island  University  and  a  certified  public  ac- 
countant. Yablon  came  to  Forbes  from  the  accounting  firm  of 
Wright.  Long  &  Co.  where  he  had  worked  on  the  Forbes 
account.  What  attracted  him  to  Forbes  was  the  chance  to  get 
behind  the  figures  and  find  out  what  made  a  highly  successful 
publishing  venture  work.  As  he  puts  it, 
"There's  more  to  a  company  than  its 
profit-and-loss  statement.  The  intan- 
gibles are  what   really  count." 

Yablon  h'm->elf  is  now  one  of 
Forbes"  intangibles.  He  is  consulted  on 
all  major  business  decisions — taxes, 
contracts,  pensions,  budgets.  In  rec- 
ognition of  all  this.  President  Malcolm 
Forbes  last  month  announced  his  pro- 
motion to  administrative  vice  presi- 
dent. 

The  new  administrative  vice  presi- 
dent is  one  ot  those  "clean-desk""  men 
that  Malcolm  Forbes  wrote  about  in 
Fact  &  Comment  (Dec.  15.  1967). 
Forbes  editors  (most  of  them  messy- 
desk  men)  are  constantly  amazed  at 
Yablons  ability  to  keep  his  huge  desk  clear  of  papers.  In  fact, 
Yablon's  wife,  Carolyn  (Cacky),  reports  that  he's  even  a  '"clean 
night-table  man.""  Says  she:  '"I've  never  seen  him  leave  anything 
unread  on   the  night  table." 

As  Ecc/es  Sees  It 

Sp  c  1.  late  last  summer.  Forbes  has  been  carrying  a  feature  en- 
titled "As  I  See  It"  (sometimes  "As  I  Saw  It").  In  these  inter- 
views, leading  businessmen  and  economists  freely  express  their 
opinions  in  response  to  questions  from  Forbes  editors.  The  edi- 
tors themselves  neither  endorse  nor  reject  the  views.  The  whole 
point  is  to  expose  our  readers  to  important  men  first-hand. 

Some  of  these  interviews  have  been  controversial,  to  say  the 
least.  Retired  General  Electric  Chairman  Ralph  Cordiner  had 
some  pretty  brutal  things  to  say  about  top  executives  who  stay  in 
power  too  long.  Trans  World  Airlines  Chairman  Ernest  Breech 
explained  why  he  doesn't  regard  Ford's  Edsel  as  a  flop  after  all. 
Former  Assistant  Secretary  of  State  George  Ball  scoffed  at  those 
who  think  the  dollar  is  going  to  be  devalued. 

This  is  by  way  of  introducing  the  "As  I  See  It"  in  this  issue.  A 
few  weeks  back,  the  editors  decided  it  would  be  a  good  idea  to 
have  a  "See  It"  on  the  subject  of  interest  rates  and  inflation. 
But  whom  to  interview?  William  McChesney  Martin  would  have 
be:n  ideal.  However,  he  obviously  is  under  wraps.  Who  then? 
Why  not  Marriner  Eccles?  A  veteran  of  17  years  on  the  Federal 
Reserve  Board  and  for  12  years  its  chairman,  Eccles  probabK 
knows  as  much  about  money  and  banking  as  any  living  man. 

We  contacted  Eccles  in  his  Salt  Lake  City  banking  offices  and 
put  it  to  him:  Would  he  be  interviewed  by  Forbes  on  the  mone- 
tary situation?  Yes.  said  Eccles,  but  on  one  condition.  That  he 
not  be  limited  to  talking  about  the  money  situation.  "You  can't," 
he  said,  "separate  the  financial  situation  from  the  whole  social 
and  political  background." 

(Continued  on  page  66) 
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BIG  MONEY 
KEEPS    • 
MOVING  ' 
TO  THE  NATION'S 
LARGEST  FEDERAL 


ASSETS  EXCEED  $1.5  BILLION 

Join  the  Big  Money  movement.  The 
nation's  largest  federally  chartered 
savings  association  pays  5%  on  regular 
passbook  accounts  (5.127%  annual 
yield,  when  savings  and  all  dividends 
remain  a  year,  if  our  5%  current  annual 
rate  is  compounded  daily  and  maintained 
a  year).  Dividends  compounded  daily. 
Harnings  on  regular  passbook  accounts 
paid  quarterly.  Funds  withdrawn  be- 
tween regular  dividend  payment  dates 
earn  to  date  of  withdrawal,  provided 
they  have  earned  for  three  months  and 
the  account  remains  open  to  the  end  of 
the  quarter.  Safety  assured  by  expe- 
rienced management  since  192.S,  and 
account  insurance  to  $15,000  by  a  U.S. 
Government  agency.  550,000  individuals, 
corporations  and  trusts  served  in  100 
foreign  countries  and  50  states,  many 
with  accounts  of  $25,000.  $100,000, 
$200,000  and  more.  Special  attention  to 
mail  accounts.  Funds  received  by  10th  of 
any  month  earn  from  1st.  Funds  received 
after  10th  earn  from  1st  of  following 
month.  Join  the  Big  Money  Movement  — 
send  check  or  money  order  with  coupon 
below. 

CALIFORNIA  FEDERAL 


SAVINGS 


AND  LOAN  ASSOCIATION 

18  Offices  in  Los  Angeles,  Orange,  Ventura  Counties 


FREE!  HOW  TO  GET  AND  KEEP  BIG 
MONEY!  240-page  book,  "Master 
Plan  for  Financial  Security."  Tells 
how  the  big  money  people  use 
savings,  stocks,  bonds,  real  estate, 
insurance.  Tips  you  can  use  to 
build  wealth  and  security.  Mail 
coupon  today  for  free  copy! 


California  Federal  Savings  Association,  Box  54087, 
Terminal  Annex.  Los  Angeles,  California  90054 

n  Please  send  free  Financial  Security 
book  and  CalFed  MAIL-SAVER'K'. 


Please  open  account: 

'  Passbook  ($50  or  more) 
I  I  Joint        D  Individual 

Name(s) . 

Address 

City 


F-50 
"]  Trust 


.State. 


_Zone_ 


L 


Funds  enclosed  In  amount  of  $. 
Soc.  Sec.  or  Ident.  No 


Trends 

&  Tangents 


WASHINGTON 


Share  the  Atoms.  Senator 
(icorgc  Aiken  (Rep.,  Vt.)  intro- 
duced a  bill  before  the  Joint  Com- 
niittec  on  Atomic  Energy  aimed  at 
breaking  what  he  says  is  a  monopo- 
listic hold  major  electric  utilities 
have  over  nuclear  power  genera- 
tion. Aiken  is  disturbed  by  the  fact 
that  more  and  more  electric  power 
generation  will  come  from  huge 
atomic  plants,  plants  that  munici- 
pal and  cooperative  power  compa- 
nies cannot  afford.  In  his  bill,  which 
is  co-sponsored  by  the  Brothers 
Kennedy,  "No  person  shall  be  is- 
sued a  license  .  .  .  unless  the  [Atom- 
ic Energy  Commission]  finds  that 
...  the  applicant  has  granted  to  all 
other  interested  persons  ...  an  op- 
portunity to  participate  in  the  own- 
ership .  .  .  (and/or)  the  applicant 
agrees  to  make  the  output  of  elec- 
tric energy  .  .  .  available  lor  sales  on 
fair  .  .  .  terms  to  all  persons.  .  .  ." 

Money  for  Parks.  Oil  revenues 
are  going  to  pay  for  a  good  por- 
tion of  our  national  parks.  The  U.S. 
Government  receives  $784  million 
a  year  in  lease  revenues  from  the 
Outer  Continental  Shelf.  The  Gov- 
ernment decided  to  go  along  with 
Senator  Henry  M.  Jackson's  (Dem., 
Wash.)  suggestion  that  it  use  these 
revenues  to  support  the  nation's 
parks.  Jackson  and  nature  lovers, 
however,  will  get  only  about  one- 
fourth  of  that  amount  each  year; 
the  rest  goes  into  general  revenue. 


BUSINESS 


Windfall.  While  most  U.S.  com- 
panies protected  their  overseas 
earnings  against  the  pound  devalu- 
ation by  selling  pounds  short,  few 
companies  came  olT  as  well  as 
Pittsburgh's  Joy  Manufacturing.  If 
the  pound  hadn't  been  devalued, 
the  company's  first-quarter  (ended 
Dec.  .11 )  earnings  would  have  been 
down  49%  instead  of  up  11%. 
Andre  Horn,  financial  vice  presi- 
dent, says  the  company  sold  pounds 
short  to  protect  its  interests  in 
Great  Britain,  South  Africa  and 
Australia.  In  so  doing,  the  company 


made  a  $l.2-million  profit  by  sell- 
ing borrowed  pounds  before  the 
devaluation  at  $2.80  each;  the 
company  delivered  them  after  de- 
valuation when  it  could  buy  them 
for  $2.40  each.  Horn  says  the  com- 
pany's hedge  turned  into  a  windfall 
when  .South  Africa  and  Australia 
decided  not  to  devalue. 

Fewer  Pills?  Makers  of  birth- 
control  pills  may  experience  a  slow- 
down in  demand  now  that  a  Fed- 
eral advisory  group  of  doctors  has 
told  the  Food  &  Drug  Administra- 
tion that  intrauterine  devices 
(lUD)  are  effective  and  safe  con- 
traceptives. The  committee,  at  work 
on  the  study  for  a  year,  urged 
greater  FDA  Control  of  the  manu- 
facture and  sale  of  lUDs.  The 
devices,  either  metal  or  plastic, 
require  no  major  research  or  pro- 
duction facilities,  as  do  oral  con- 
traceptives. Some  15,000  manu- 
facturers make  lUDs,  estimates  the 
FDA.  Compared  with  pills,  lUDs 
are  cheaper  and  have  fewer  side 
effects. 

New  Lift.  What  do  you  do  when 
production  losses  from  offshore  oil 
wells  are  soaring  because  high  seas 
and  poor  visibility  make  it  impos- 
sible to  bring  repair  equipment  out 
by  boat?  Fly  over  the  weather. 
Officials  of  Sikorsky  Aircraft  Divi- 
sion of  United  Aircraft  think  the 
answer  is  the  S-64  Skycrane  which 
recently  airlifted  an  entire  360-ton 
workover  rig  to  an  offshore  site  in 
58  trips  despite  high  winds  and 
low  ceiling.  Sikorsky  claims  the 
Skycrane's  recent  success  proves 
the  great  economies  available  to  off- 
shore oil  operations  through  heli- 
copter supply.  Without  the  helicop- 
ter, repair  costs  can  soon  get  out  of 
hand  due  to  high  rental  fees  of 
barges  and  heavy  equipment  which 
have  to  be  scheduled  in  advance  and 
are  dependent  on  smooth  weather 
bclorc  moving  out  to  the  job. 

Business  Isn't  Bad.  That's  the 
prevalent  opinion  of  college  stu- 
dents considering  their  post-col- 
lege careers,  according  to  a  study 
of  the  College  Placement  Council. 
"Vocal  minorities,  particularly 
among  liberal  arts  graduates  with 
wide-ranging  interests,  appear  to 
have  given  the  impression  that 
there  is  greater  disillusionment  with 
the  business  world  than  actually 
exists,"  says  the  Council.  Almost 
20,000  male  college  students  were 
surveyed  and  about  50%  consid- 
(  Continued  on  page  67) 
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READERS  SAY 


Toynbee  on  Vietnam 

Sir:  If  Mr.  Toynhee's  article  (Forbes. 
Jan.  I.  p.  37)  proved  any  one  point,  it 
would  be  that  the  historian  is  not  neces- 
sarily the  best  interpreter  of  his  subject. 
— Robert  E.  Gabrini 
Amityville.  NY. 

Sir:  The  "ostriches"  in  our  country 
who  call  themselves  "liberals"  do  not 
seem  to  realize  that  Ihe  Communists* 
purpose  is  war,  not  peace. 

— Nathan  Shapiro 
Brooklyn,  N.Y. 


Sir 
me. 


a  display  of  befuddled  think- 

C.     FOIGER 


VVhiitier.  Calif. 

Sir:  Historian  Arnold  Toynbee's  com- 
ments about  us  simple  Americans  be- 
lieving that  the  Communists  intended  to 
lake  over  one  country  after  another  was 
a  figment  of  our  imaginations  sure  is  a 
load  off  my  mind.  All  this  time  I  have 
been  under  the  impression  that  those 
countries  behind  the  Iron  Curtain  were 
real   countries   wiih   real   people. 

— C.  Kincsblry 
K.  Northport.  NY. 

Kirk.  No  Jerk 

Sir:  Your  one  word  editorial  about 
Ciovernor  Kirk  ( FoRBi  s.  Jan.  I.  p.  37) 
shows  immaturity  and  e.xtremism.  There 
are  some  very  uncomplimentary  words 
that  rhyme  with  Ediior-in-Chief  but  I 
wont  get  down  in  the  gutter  with  you. 
— Harry  F.  DiiFKNBArH 
IX-lmar.  NY. 

Sir;    It   lakes  one   to  know   one. 

— Sidney    F.    Dindn 
largo.  Fla. 

Sir:  Even  a  Forbes  can  make  a  lotal 
ass  of  himself.  An  ass  is  way  below  a 
jerk  on  the  totem  pole  of  life. 

— How  \Ri)  L.  Bi  NiiAM 
Fort    Lauderdale.    Fla. 


Sir:    In  bad   taste. 
Stony  Brook.  N.Y. 


— J.    Rowan 


Sir:  Cancel  my  subscription  instantly. 
— E.L.    Mechem 
I  as  Cruces,  N.M. 

Sir:  On  Dec.  7.  I  sent  you  a  check 
for  a  subscription  to  Forbes  magazine 
as  a  Christmas  gift  for  my  husband.  As 
yet.  we  have  had  no  magazine,  no  reply, 
only  a  canceled  check.  He  would  not 
have  objected  to  your  calling  our  first 
Republican  Governor  a  jerk.  He  already 
knew  that,  but  please  send  the  magazine 
so  my  husband  will  know  I  thought  of 
him  with  the  gift  he  wanted  most. 

— Marian   Besst 
Maitland,  Fla. 

(Continued  on  page  68) 


Why  Jerome 

and  Alan  Finder 

joined  USI. 

(.\nd  why  the  financial  community  should  be  interested  in  their  reasons.) 


When  you  have  growth  ambitions 
like  those  we  have  at  USI,  you  can't 
afford  to  have  a  closed  mind.  Last 
year  we  decided  that  we  would  take 
a  look  at  some  new  businesses  if 
they  would  help  us  attain  our  growth 
goal  of  doubling  sales  and  earnings 
per  share  every  three  years. 

One  of  the  most  promising  we  saw 
was  Prairie  State  Paper  Mills.  Why 
promising?  Well,  the  first  thing  we 
liked  about  Prairie  State  was  Jerome 
and  Alan  Finder.  They  were  the  kind 
of  men  we  want  on  our  Presidents' 
Council  helping  us  shape  our  growth 
plans.  Under  their  leadership,  Prairie 
State  nearly  tripled  earnings  from 
1963,  with  a  steady  increase  every 
year. 

Not  only  that.  Some  of  Prairie 
.State's  products  can  be  used  to  wrap 
our  industrial  machinery.  But  most 
important,  Prairie  State's  line  of 
laminated  paper  takes  us  into  the 


construction  field  where  wc  believe 
there  are  still  a  lot  of  opportunities 
for  economic  growth. 

Jerome  and  Alan  liked  USI,  too, 
because  they  would  continue  to  have 
a  free  hand  to  build  their  company 
and  profit  from  its  success  while 
getting  the  financial  resources  and 
support  of  a  much  bigger  company. 

Since  our  merger  on  October  1 1 , 
1967,  we've  already  seen  enough  of 
Prairie  State  and  Jerome  and  Alan 
to  make  us  feel  we  were  wise  in 
branching  out  a  little.  After  all,  suc- 
cess breeds  success.  We'll  probably 
do  it  again. 

Note  to  the  Financial  Community 
— know  any  successful  people  who 
might  want  to  unite  with  USI  for 
greater  growth?  Ask  Jerome  and 
Alan  about  USI.  Or  contact  I.  John 
Billcra,  chairman  and  president  of 
U.S.  Industries,  Inc.,  250  Park  Ave., 
New  York,  New  York  1 00 1 7.  ^^„ 
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U.S.  Industries.  Inc. — Successful  people  united  for  greater  growth. 


CONVENIENT  SUBSCRIPTION  ORDER  FORM 

Make  sure  you  get  FORBES  the  same  day  others  do — sub- 
scribe TODAY.  Save  $5.25  per  year  on  the  single-copy  price. 


Forbes 


Forbes,  60  Fifth  Avenue,  New  York,  N.Y.  10011  F-2828 

Please  send  me  Forbes  for  the  period  checked 
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This  is  a  horse. 

(lt'salsoatrucl(,an  ambulance, 
and  an  artillery  piece.) 


_^^SM 


In  1968  the  Cavalry  still  rides  to  the  rescue. 

Only  now  their  mounts  are  whirlybirds. 

The  ever-present  chopper  ferries  troops  into 
the  field  at  150  m.p.h.  Up  to  a  whole  platoon  at 
once.  Or  an  entire  artillery  section.  Complete 
with  two  howitzers,  gun  crew  and  ammunition. 

It  harries  elusive  enemies  with  rocket  and 
cannon  fire. 

Rescues  downed  fliers. 

And,  most  important,  evacuates  the  wounded 


in  life-saving  minutes. 

Where  do  we  come  in?  An  Avco  Lycoming 
reciprocating  engine  was  chosen  for  the  first 
helicopter  to  fly.  In  1939. 

Thirteen  years  later  Avco  was  given  the  job 
of  developing  a  small  gas  turbine  engine.  Ad- 
vanced versions  of  Avco  Lycoming  gas  turbines 
now  power  80%  of  the  Army's  helicopters. 

Next?  Commercial  and  military  craft  of  even 
greater  promise -with  Avco  engines  to  match. 


The  aerospace  people 
who  make  farm  equipment 
and  operate  11  TV 
and  radio  stations. 

Because  Avco  is  on  the  leading  edge  of  so 
many  vital  fields,  //ere  sometimes  asked 
what  our  company  really  is.  Our  answer: 
Avco  is  35,000  people.  35,000  out-of-the- 
ordinary  people  who  make  it  their  business 
to  anticipate  the  world's  growing  needs. 
Avco  Corporation,  750  Third  Ave.,  N.Y., 
N.Y.  10017.  An  equal  opportunity  employer. 


"With  all  thy  getting  get  understanding" 
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Fact  and  Comment 


TAKE   OUR  MEDICINE 


It's  bitter  indeed,  but  we  have  no  choice  except  to  take 
our  medicine  to  halt  promptly  the  overflow  outflow  of 
dollars  abroad.  As  mentioned  here  before,  whatever  made 
us  think  that  we  could  indefinitely,  on  a  scale  of  billions 
of  dollars,  shovel  more  bucks  across  the  seas  than  we  are 
earning? 

As  for  the  Draconian  Johnson  remedies,  let's  get  right 
to  it  and  adopt  'em — with  this  important  proviso: 

That  any  legislation  adopted  expire  in  24  months. 

Two  years  from  now  all  measures  dealing  with  invest- 
ment restraint  and  hobbling  tourism  would  be  dead.  If 
conditions  are  still  so  dire  as  to  require  a  continuance,  the 
restrictions  must  be  reenacted,  from  scratch,  by  "due  legis- 
lative process." 

Regardless  of  whether  we  should  be  or  not,  we  are 
engaged  in  a  major  war,  and  we  have  finally  learned  that 
even  we  cannot  have  all  the  guns  and  all  the  butter  we'd 
like  at  one  and  the  same  time. 

In  the  months  ahead  three  things  might  happen  that 
could  end  the  necessity  for  these  basically  unhealthy  re- 
strictions: 

1 )  The  Vietnam  war  conceivably  could  end.  This,  at 
best,  is  a  remote  possibility — at  least  under  the  present 
direction. 

2)  We  could  and  should  bring  back  to  the  United  .States 
our  armed  forces  in  Europe.  Forbes  first  urged  this  in 
October  1963. 

3)  The  strike  by  60,000  copper  workers  in  this  country, 


^>^ 


now  in  its  seventh  month,  might  some  day  end.  It's  esti- 
mated we  are  sending  abroad  almost  half-a-billion  dollars 
above  the  norm  for  imported  copper.  Additionally,  the 
steel  strike  threat  is  driving  up  imports,  losing  us  dollars 
overseas  that  should  go  for  steel  made  at  home. 

Senator  Dirksen  has  raised  another  possibility:  Prospec- 
tive tourists  could  exchange  their  dollars  here  for  foreign 
currencies  from  the  blocked  funds  owed  to  us  in  sizable 
sums  in  'most  every  foreign  land. 

There  is  one  certainty  in  the  whole  matter:  The  vast 
imbalance  has  to  be  ended. 

There  ought  to  be  one  other  certainty  in  the  whole  mat- 
ter: The  basically  unsound  emergency  steps  now  being 
taken  must  be  ended  at  the  very  first  opportunity. 


AS  FOR  FRANCE  .   .   . 


It  may  be  unfair,  unwise,  uneconomic,  un  this  and  un 
that  to  be  so  mad  at  de  Gaulle  that  as  individuals  we  don't 
buy  French  things,  from  champagne  to  tickets  on  Air 
France. 

But,  dammit,  every  single  dollar  that  fellow  lays  his 
hands  on  he  fires  like  a  bullet  against  us,  getting  gold  and 
undermining  the  dollar. 

Why  should  we,  in  the  present  emergency,  arm  him  to 


harm  us? 

In  what  way,  shape  or  form  do  his  actions  differ  from 
any  other  enemy  of  this  country? 

In  only  one  way. 

He  has  been  more  effective  than  some  of  our  more 
obvious,  declared  enemies. 

I'll  leave  it  to  tho.se  with  greater  responsibilities  than  I 
to  be  sensible  and  rational  and  all  that. 
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AS  FOR  BRITAIN  .   .   . 


The  cynics,  the  economists,  the  union  leaders  and  all 
the  wise  guys  can  pooh  pooh,  can  put  down  the  current 
"I'm  Backing  Britain"  campaign  launched  by  those  five 
young  secretaries  who  offered  a  half  hour's  extra  work  a 
day  for  no  pay. 

When  almost  all  hands  in  companies  have  offered  to  do 
the  same,  these  companies  have  been  able  to  make  5% 
reductions  in  the  cost  of  their  wares,  thus  giving  in  world 
markets  a  meaningful  price  advantage  to  British  exports. 

Actually  the  tangible,  measurable  value  of  this  effort  is 
only  a  fraction  as  significant  as  the  spirit  it  connotes. 

This  isn't  something  launched  by  a  government  faced 


with  desperate  problems.  This  isn't  a  situation  with  the 
drama  of  takifig  to  the  beaches  with  trusty,  rusty  rifles  to 
defend  the  nation. 

It  represents  an  antithesis  of  that  sickening  cancer,  the 
"I'm  all  right  Jack"  attitude  that  has  nearly  destroyed 
Britain. 

It  springs,  not  from  the  middle,  muddled  and  old,  but 
from  the  young  people  of  the  Island. 

It's  the  most  inspiring  thing  for  the  British  and  their 
friends  and  the  rest  of  the  world  since  these  people  by 
themselves  staved  off  Hitler  for  nine  lonely  months  in 
World  War  II. 


A  PENNEY  IN  MY  THOUGHTS 


At  the  Newcomen  Society  of  North  America  dinner 
honoring  Forbes  Magazine  on  the  occasion  of  its  50th 
anniversary,  among  the  dais  guests  was  92-year-old  J.C. 
Penney,  founder  and  for  more  than  40  years  chairman  of 
the  board  of  that  phenomenally  successful  retail  giant. 
You  and  1  at  our  present  age  should  be  as  alert,  lively, 
keen. 

I  couldn't  resist  telling  him  how  well  I  remembered  one 
of  Forbes'  editors  coming  to  my  father  over  two  decades 
ago  to  suggest  that  we  push  up  a  scheduled  article  on  Mr. 
Penney:  "'He's  pretty  old  now,  and  if  we  don't  do  the  ar- 
ticle very  soon  he'll  probably  be  dead."  Mr.  Penney's  eyes 
twinkled  when  I  told  him  the  story  and  added  that  I  was 


of  a  mind  to  write  this  editorial. 

"You   needn't   hurry   to   get  it   done,"   he   said   with   a 
chuckle. 

Wonderful,  isn't  he. 


BUY  DOW 


The  kicking  around  that  Dow  Chemical  Co.  is  getting 
both  literally  and  figuratively  on  college  campuses  because 
it  makes  napalm  to  meet  defense  orders  is  completely 
unfair. 

The  sort  of  publicity  that  accompanies  these  episodes  is 
presumably  damaging  to  the  company's  public  image,  and 
any  company  realizes  the  vital  importance  of  its  image. 

I  just  wonder,  however,  if  Dow  really  is  or  will  be  hurt 
by  all  this.  Is  it  too  much  to  expect  that  the  vast  majority 
of  Americans  will  recognize  the  inequity  involved? 

No  matter  what  one  thinks  of  our  course  in  Vietnam, 
that's  got  absolutely  nothing  whatever  to  do  with  those 


supplying  what  the  United  States  Government  asks  for  in 
carrying  out  its  policies.  One  might  as  well  boycott  the 
airlines  that  fly  to  Vietnam,  the  tire  and  auto  companies 
that  supply  the  vehicles  for  use  there;  the  mills  that  make 
the  uniforms  and  the  companies  that  supply  the  fibers,  and 
so  on  ad  infinitum. 

Protesting  policy  and  casting  ballots  are  part  and  parcel 
of  the  American  way  of  life. 

Downing  Dow  isn't. 

I  both  hope  and  believe  this  sort  of  irresponsible  abuse 
will  boomerang,  that  more  people  might  buy  Dow  things 
now  to  demonstrate  disapproval  of  this  misdirected  abuse. 


SEE  PAGE  43 


On  page  43  I  hope  all  Forbes  readers  will  read,  ponder, 
digest  the  "advertisement''  in  this  issue. 

The  word  advertisement  is  in  quotation  marks  because 
Paine,  Webber,  Jackson  &  Curtis  is  not  paying  for  this 
space.  It  is  a  reproduction  of  an  advertisement  they  did 
pay  to  run  in  a  number  of  newspapers,  and  1  happen  to 


think  that  the  message  is  so  sound,  so  valid,  so  important 
that,  in  case  you  missed  it  elsewhere,  you  should  see  it 
here. 

—Malcolm  S.  Forbes, 

Editor-in-Chief 


ELECTROCURE 


Problem :  How  to  reduce  the  time  needed  to  cure  paint  without 
heat  damage  and  obtain  a  superior  finish,  n  Solution:  Electro- 
cure.  A  better  idea  from  Ford  Motor  Company.  A  revolutionary 
new  electron  beam  paint  curing  process,  n  It  dries  specially 
formulated  paint  in  seconds.  Without  heat.  Dramatically 
speeding  production.  And,  the  end  product  is  not  only  achieved 
quicker,  but  proves  superior,  n  Coverage  per  gallon  is  signifi- 
cantly increased.  And,  what's  more,  the  paint  forms  a  stronger 
bond.  D  Boise  Cascade  knows  it.  They're  already  using  Ford's 
Electrocure  to  prefinish  plywood  panels  for  exterior  use  such 
as  siding.  Painted  panels  that  do  not  chip,  peel,  or  blister.  And 
there  are  applications  to  steel,  aluminum,  plastics.  Even  fab- 
rics, n  The  growth  potential?  As  unlimited  as  man's  need  to 
beautify  and  protect  his  surroundings,  n  Industrial  coatings. 
Just  one  of  Ford's  growing  interests.  Others:  World  nutrition. 
Microelectronics.  Space,  n  Ford  is  where  what's  happening 
.  .  .  happens. 


has  a  better  idea /in  industrial  coatiiig<s. 
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The  Gnimp  Bug. 


If  an  Avis  girl  catches  it, 

we  want  to  know. 

It's  the  worst  bug  of  all. 

Blame  this  bug  for  squabbles 
at  rent  a  car  counters. 

Fortunately  he  doesn't 
bug  us  very  much  at  Avis. 


No  matter  what  happens, 

our  girls  try  to  grin  and  bear  it. 

And  treat  you  nice. 

Rent  one  of  our  shiny  new 
Plymouths.  And  we  bet 
you're  handed  a  big  smile 
along  with  the  keys. 

Avis  tries  harder. 


■5  AVIS  RENT  A  CAR  SrSTEM,  INC   A  WORLDWIDE  SERVICE  Of  H 
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Forbes 


Escalation 


When  their  merger  talks 
bogged  down,  Tom  Evans 
invaded  Wabco.  Wabco 
struck  back,  and  Evans  es- 
calated. Peace  talks  are  pos- 
sible, but  so  is  all-out  war. 


A.   King    McCord 


Tom   Evans 


Tom  Evans  is  making  the  feathers  tly 
again.  Thomas  Mellon  Evans,  Pitts- 
burgh multimilhonaire  and  chairman 
of  both  Crane  Co.  and  H.K.  Porter, 
doesn't  precisely  go  around  looking  for 
fights,  but  when  he  does  get  into  one 
he  clearly  relishes  it. 

About  a  year  ago  Evans  decided 
that  Pittsburgh's  venerable  Westing- 
house  Air  Brake  Co.  would  make  a 
nice  merger  partner  for  Crane.  Last 
May  he  went  to  see  John  A.  Mayer, 
chairman  of  Pittsbiirghs  powerful  Mel- 
lon National  Bank  and  a  director  of 
Wabco.  Mayer  didn't  seem  to  think 
much  of  the  idea,  Mayer  suggested 
that  maybe  Wabco  ought  to  acquire 
Crane  instead.  This  wasn't  at  all  what 
Evans  had  in  mind,  and  Evans  isn't 
the  kind  to  walk  away  from  a  deal  just 
because  a  powerful  banker  turns  him 
down,  "l  realized  then  we  weren't  go- 
ing to  receive  a  warm  welcome."  But 
if  it  was  a  fight  Wabco  wanted.  Evans 
was  willing  to  oblige.  "The  stock  was 
selling  at  less  than  we'd  be  willing  to 
pay  in  securities,  so  we  just  began 
gradually  picking  it  up  in  the  open 
market." 

In  September,  his  hands  strength- 
ened by  possession  of  a  modest  block 
of  stock,  Evans  broached  the  matter 
again,  this  time  to  Wabco  Chairman  A. 
King  McCord.  This  time  he  advanced 
a  formal  merger  proposal  that  would 
have  combined  both  boards  and  given 
Wabco  a  majority,  and  suggested  that 
McCord    become    chairman     of    the 


merged  company's  executive  commit- 
tee— a  polite  demotion. 

Wabco  still  wouldn't  play  ball.  Tell- 
ing his  side  of  the  story,  McCord  sug- 
gests that  there  was  nothing  personal 
about  his  rejection  of  Evans.  "Evans 
came  to  see  me, "  McCord  says,  "pre- 
sented an  incomplete  plan  by  which  a 
combination  could  be  accomplished. 
He  said  that  he  was  not  concerned 
with  the  mere  creation  of  a  bigger  busi- 
ness, and  if  the  two  companies  would 
not  benefit  from  the  market  and  prod- 
uct stantipoint  he  was  not  interested." 

McCord  says  he  called  in  an  inde- 
pendent consulting  firm  to  determine 
"the  extent,  if  any,  to  which  a  stronger 
position  could  be  achieved  by  a  com- 
bination of  the  two  companies.  The  re- 
port of  that  firm  concluded  that  there 
was  no  material  fit  whatsoever." 

But  Evans  could  see  Crane's  anti- 
skid aircraft  brakes,  for  instance,  fit- 
ting hand  in  glove  with  Wabco's  rail- 
road brakes,  particularly  as  train 
speeds  move  higher.  As  Evans  saw  it, 
there  wa\  a  material  fit  between  the 
two  companies  except  in  Crane's 
plumbing  division  and  Wabco's  heavy 
earthmoving  equipment. 

By  this  time,  in  fact,  Evans  was  be- 
ginning to  develop  considerable  skepti- 
cism about  the  existence  of  Wabco's  in- 
dependent consultants.  "We  were  never 
given  their  names,  and  they  never  came 
to  see  our  plants."  he  says.  "So  that 
speaks  for  itself."  Says  McCord 
thoughtfully :  "No,  I'm  not  going  to  men- 


tion the  name  of  the  consulting  firm." 
Evans  then  demanded  that  Wabco 
change  its  system  of  inventory  valua- 
tion from  FIFO  (first  in,  first  out)  to 
LIFO  (last  in,  first  out),  and  Wabco 
undertook  another  "study."  In  Decem- 
ber, McCord  and  the  board  sent  off 
a  letter  to  stockholders,  announcing 
that  henceforth  the  election  of  direc- 
tors would  be  staggered  with  only 
three  members  of  Wabco's  nine-man 
board  being  elected  every  year.  Evans 
then  went  to  see  McCord  again,  re- 
opened the  merger  question,  once 
again  offered  McCord  the  chairman- 
ship of  the  executive  committee  and 
sweetened  the  offer  with  promises  of 
retirement  benefits  and  stock  options. 
"I  told  Evans,"  says  McCord,  "such 
proposals  were  inappropriate."  Evans 
demanded  an  answer  on  the  LIFO 
question,  and  got  none,  demanded  a 
stockholders'  list  and  failed  to  get  thai 
either.  Three  days  later  came  the  sec- 
ond letter  charging  Evans  with  trying 
to  take  over  the  company. 

"While  Wabco  was  considering  this 
matter  in  good  faith."  McCord  com- 
plained, "Wabco  shares  were  being 
quietly  accumulated  for  Crane's  ac- 
count." And  why  not?  Evans  asks.  "I 
don't  see  how  you  can  fault  buying 
stock.  We're  a  free  agent.  You  list 
your  stock  on  the  New  York  Stock 
Exchange,  and  I  don't  see  why  a  per- 
son can't  buy  it  if  he  wants  to."  To 
facilitate  such  moves,  Evans  owns  his 
own  stock  exchange  firm.  Evans  &  Co. 
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As  of  last  month  Crane  owned  442.600 
shares. 

Lifo  &  Strife.  A  few  weeks  later, 
in  early  January,  Evans  launched  a 
suit  for  Wabco's  stockholder  list.  The 
object  was  to  find  out  if  there  were 
other  major  stockholders  with  whom 
Crane  could  make  common  cause. 

Quite  apart  from  the  LIFO  issue, 
Evans  maintains  that  Wabco's  finan- 
cial controls  have  gotten  seriously  out 
of  hand.  Between  1963  and  1966.  he 
points  out.  Wabco's  inventories  rose 
about  40%  on  a  28%  rise  in  sales, 
and  considering  the  S41 -million  re- 
volving credit  Wabco  negotiated  re- 
cently, he  is  convinced  they  went  even 
higher  last  year.  McCord  denies  the 
inventory  is  abnormally  high.  Retorts 
Evans.  "McCord  hasn't  strained  him- 
self keeping  to  the  truth." 

As  the  situation  warmed  up.  Evans 
began  to  sound  more  and  more  like 
his  old,  pugnacious  self.  "They've 
been  in  an  easy  position  at  Westing- 
house  Air  Brake."  Evans  went  on. 
"The  Mellon  banks  made  them  loans 
any  time  they  wanted,  and  they've 
just  let  the  debt  run  up  along  with  the 
inventory.  If  they'd  had  a  harder  time 


in  getting  money,  they'd  not  have 
been  so  free  in  building  up  those  in- 
ventories. That's  been  a  fault  there." 

As  against  Evans'  unabashed  joy  of 
combat,  McCord  adopts  an  air '  of 
wounded  dignity.  First,  he  insists  that 
Securities  &  Exchange  Commission 
rules  forbid  him  to  say  much.  Then  he 
goes  on  to  complain  that  Crane  came 
up  with  an  incomplete  merger  propos- 
al. "If  it's  incomplete, '  McCord  told 
Forbes  last  month,  "it's  not  a  pro- 
posal. You  can't  evaluate  it.  can  you?" 
Maybe  not.  Yet,  McCord  evaluated  it 
anyway.  "The  suggested  combination." 
he  wrote  Wabco's  stockholders,  "is  not 
in  the  best  interest  of  Westinghouse 
Air  Brake  or  its  stockholders."  And 
which  stockholders?  "All  of  our  stock- 
holders," McCord  says.  "We  don't  dis- 
criminate between  stockholders." 

All  of  which  really  gets  Evans"  dan- 
der up.  Wabco's  directors  don't  own 
any  substantial  amount  of  Wabco 
stock,  and  it  is  far  from  clear  whether 
the  Mellon  Bank's  trust  accounts  have 
any  significant  Wabco  holdings.  "It's 
a  kind  of  fault  of  our  system,"  Evans 
says.  "You  get  directors  and  they 
don't  own  stock,  and  they  go  on  the 


board  and  they  seem  to  think  that 
they  own  the  company.  I  don't  know 
why  it  is:  I  guess  because  the  stock- 
holders don't  take  enough  interest.  It's 
certainly  an  example  when  we  have 
all  this  stock,  and  they  don't  even  want 
us  to  have  the  right  to  elect  a  director." 

The  Upper  Hand?  And  so  the  fight 
is  on.  Wabco  management,  to  be  sure, 
is  in  firm  control.  But  Evans  seems  to 
be  getting  ready  for  a  serious  attack. 
He  is  suing  for  the  stockholders'  list 
— "so  we  can  inform  them  of  what's 
going  on" — and  after  that,  it's  likely 
there  will  come  other  court  tests — over 
the  legality  of  the  new  method  of 
electing  directors,  over  the  issue  of 
LIFO.  And  after  that,  well,  who 
knows?  "They  turned  down  our  mer- 
ger proposal."  Evans  says,  "so  there's 
nothing  we  can  do  about  that."  But 
Evans  clearly  has  no  intention  of 
abandoning  his  interest  in  Wabco. 

Evans  insists  he  has  no  plans  for 
waging  a  proxy  fight  or  making  a  ten- 
der offer.  But  he  adds,  with  the  enor- 
mous zest  of  a  man  who  likes  a  rough 
fight  and  is  convinced  that  he's  going 
to  win:  "I  wouldn't  want  to  do  any- 
thing so  orthodox."  ■ 


It  Worked! 


3reat  Northern  Paper  has  taken  an  unconventional  approach  to  its  busi- 
ness, and  has  gotten  some  unconventionally  good  earnings  as  a  result. 


"It's  not  so  much  that  we  had  a  good 
year,"  said  Great  Northern  Paper's 
Chairman  Peter  Standish  Paine  look- 
ing back  over  the  company's  1967 
record,  "but  that  other  companies  in 
the  industry  had  a  bad  one." 

The  judicious  Peter  Paine,  however, 
was  being  modest.  Last  year  when 
most  paper  companies  had  trouble 
coming  even  close  to  their  1966  rec- 
ords. Great  Northern  posted  an  earn- 
ings gain  that  would  have  looked  first 
rate  even  in  a  boom  year.  On  a  good 
7.9%  increase  in  sales.  Great  North- 
erns 1967  earnings  rose  10.2%.  And 
the  gain  was  all  the  more  impressive 
considering  that  Great  Northern  de- 
pends on  linerboard,  used  for  corru- 
gated boxes,  for  maybe  a  third  of  its 
sales,  and  linerboard  was  beset  with 
significant  price  weakness  last  year. 

In  1967  as  in  most  other  years,  of 
course.  Great  Northern  had  at  least 
one  signal  advantage.  It  is  the  U.S.' 
largest  producer  of  newsprint.  Great 
Northern  thus  bestrides  one  of  the  pa- 
per industry's  most  stable,  if  least  dy- 
namic, markets.  But  newsprint  and  the 
groundwood  specialties  (like  catalog 
paper)  that  stem  from  it  are  only  the 
underpinning  of  Great  Northern's  re- 
cent success.  The  real  impetus  has 
come   from    Paine's   efforts  over   the 


past  few  years  to  become  a  major  fac- 
tor in  the   production   of  linerboard. 

Paine's  venture  into  linerboard  was 
taken  in  the  face  of  some  of  the  best 
contrary  advice  in  the  financial  com- 
munity. But  Paine  argued  that  Great 
Northern  could  make  its  way  as  an 
independent  producer,  building  his 
new  mill  at  Cedar  Springs.  Ga..  as  "the 
independent  mill  for  the  independent 
converter."  The  skeptics  pointed  out 
that  the  independents  were  only  15% 
to  20%  of  the  market,  and  the  in- 
tegrated producers  were  picking  them 
off  at  a  rapid  rate,  but  Paine  persisted. 
"We  were  swimming  upstream  against 
the  philosophy  of  integration."  he 
says.  "We  believe  the  independent 
boxmaker  will  always  have  a  place  in 
the  market,  and.  if  so,  he  will  want 
to  support  an  independent  producer." 

So  far.  Paine  has  got  the  support  he 
was  looking  for.  Great  Northern's  first 
linerboard  machine  went  into  opera- 
tion in  1963,  and  two  more  followed 
only  last  year,  effectively  doubling 
Great  Northern's  capacity.  The  result 
was  that  last  year,  when  industry  liner- 
board shipments  rose  only  3%.  Great 
Northern's  were  up  a  good  14%.  With 
its  plant  efficiency  rising.  Great  North- 
ern could  hardly  have  failed  to  have 
moved    ahead    again    last    year.    But 


Paine,  in  another  departure  from  in- 
dustry practice,  has  made  a  good  thing 
even  better.  Instead  of  amortizing  the 
investment  credit,  he  dumps  it  into 
earnings  in  the  year  in  which  it  is 
taken,  a  practice  that  contributed  87 
cents  to  Great  Northern's  S4.08  a 
share  earnings  last  year.  But  even 
treating  the  credit  conventionally, 
earnings  would  have  been  up  2.9%. 

And  Paine  is  only  just  getting 
started.  Last  year  he  moved  on  a  small 
scale  into  plywood  in  the  South,  and 
he  has  developed  a  new  strategy  for 
making  plywood  from  the  spruce 
wood  in  Great  Northern's  2.2  million 
acres  of  Maine  forest  reserves,  a  ven- 
ture previously  untried.  "We  think 
that  plywood  has  great  potential  up 
North."  he  says.  "We'd  be  competing 
in  the  East  in  markets  now  supplied 
entirely  from  the  West  and  South.  Just 
the  freight  rate  differential  will  make 
it  advantageous.  It  was  a  bold  move  to 
go  South  into  linerboard.  and  it  will 
be  an  even  bolder  move  to  go  back 
up  North  into  plywood." 

Meanwhile  Paine  is  concentrating 
on  keeping  Great  Northern's  earn- 
ings as  bold  as  its  ambitions.  First- 
quarter  earnings  were  up  32%,  and 
Paine  has  high  hopes  of  keeping  the 
pace  for  the  rest  of  the  year.  ■ 
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Part  of  the  Game 

Most   information    processing    companies    are    scoring   sharp 
gains.  Why  have  Addressograph  Multigraph's  earnings  declined? 


In  the  fiscal  year  ended  last  July 
\ddressograph  Multigraph  Corp.'s 
earnings  plummeted  29%,  from  S3. 33 
a  share  to  S2.37.  Even  after  adjusting 
for  extraordinary  items,  the  drop  was 
equivalent  to  20% .  In  the  quarter 
ended  last  October,  earnings  dropped 
Ntiil  further,  falling  24%  from  the 
previous  year  to  45  cents  a  share.  This 
put  Addressograph  at  the  very  bottom 
of  the  Trend  Yardsticks  among  the 
ten  information  processing  companies 
in  the  Forbes  Annual  Report  on 
American  Industry  {Jan.  I).  "We 
have."  concedes  President  William  H. 
Wilson,  "a  lot  of  problems." 

Faulty  Product.  One  of  these  prob- 
lems IS  the  3000  copier  developed  by 
the  Bruning  division,  which  AM  pur- 
chased in  1963.  The  company  started 
marketing  the  3000  in  1965  and  sold 
-iuile  a  few;  but  there  were  complaints 
Irom  customers,  and  the  company 
finally  decided  to  withdraw  it  from  the 
market  early  last  year. 

Being  a  conservative  company,  AM 
wrote  the  entire  costs  against  current 
earnings  rather  than  capitalizing  them 
or  spreading  them  out.  It  may  have 
cost  AM  as  much  as  $4  million,  or 
25  cents  a  share.  Wilson  says  AM 
made  the  mistake  of  bringing  out  the 
3000  before  it  was  ready.  "Pressure 
developed  to  move  fast  whereas  if  we 
had  gone  through  our  normal  rou- 
tine. Tm  positive  this  never  would 
have  happened,"  he  explains. 

This  has  been  a  common — and  par- 
donable—mistake in  the  information 
processing  industry.  It  has  been  made 
by  Control  Data,  International  Busi- 
ness Machines  and  General  Electric, 
imong  others.  In  the  information  proc- 
essing industry  the  pressure  to  get  on 
the  market  first  is  almost  irresistible, 
"because  the  first  one  there  piles  up  the 
orders  and  makes  the  big  profits — as- 
suming that  all  goes  well. 

Some  see  the  3000  problem  as  a 
deeper  one.  William  G.  Prime,  execu- 
tive vice  president  of  Equity  Research 
Associates  and  an  expert  on  the  pho- 
tocopy industry,  believes  that  AM's 
Bruning  acquisition  revealed  a  basic 
weakness.  "It  was  an  admission  that 
they  couldn't  develop  a  copier  them- 
selves," he  says.  "What's  more,  they 
paid  too  much  for  Bruning.  Dennison, 
in  contrast,  bought  into  the  copying 
business  at  a  reasonable  price." 

Former  president  J.  Basil  Ward, 
who  retired  as  chief  executive  officer 
last  November  at  the  age  of  74,  em- 


Welcome!  ^hen  BUI  Wilson 
took  over  the  top  spot  at 
AM  last  year,  profits  were 
falling'  sharply.  How  does 
Wilson  feel  about  his  wel- 
come? "It  doesn't  faze  me 
the  least."  he  says.  "The  job 
is  no  greater  a  challenge  than 
when  I  became  sales  man- 
ager of  a  division  years  ago." 
0*u'  of  Wilson's  problems  is 
the  3000  copier  shown  be- 
low, which  AM  pulled  off 
the  market  early  last  year.  It 
will  be  introduced  again  this 
year.  AM  considered  chang- 
ing its  name  to  4000  but 
will  now  stick  with  3000. 
"We  aren't  going  to  let  that 
name  scare  us,"  says  Wilson. 


phasized  growth  by  acquisition  as  be- 
ing faster  and  more  efficient  than 
research  and  development  when  it 
came  to  getting  into  new  products.  Be- 
sides Bruning,  Ward  purchased  Elec- 
tronic Image  Systems  Corp.  in  1966, 
the  Emeloid  Co.,  Inc.  in  1960,  and 
the  Buckeye  Ribbon  &  Carbon  Co. 
in   1956,   among  others. 

However,  AM  had  trouble  inte- 
grating acquisitions.  Wilson  admits 
as  much  in  the  case  of  Bruning,  say- 
ing the  difficulties  of  the  3000  involved 
"problems  of  communications."  To 
deal  with  such  problems,  he  has  re- 
cently increased  the  number  of  ad- 
ministrative vice  presidents  from  two 
to  five  and  given  them  greater  author- 
ity. "We  are  attempting  to  strengthen 
our  over-all  management  group  here," 
he  says.  "Our  research  and  develop- 
ment vice  president,  for  example,  will 
have  the  full  authority  to  direct  R&D 
in  any  of  our  divisions  or  subsidiaries." 
AM  also  has  shifted  its  emphasis 
from  acquisitions  to  internal  develop- 
ment. R&D  expenditures  have  been  in- 
creased by  over  50%  in  just  two  years. 

Basic  Strengths,  Wilson  can  af- 
ford to  speak  frankly  about  his  prob- 
lems because:  1 )  They  are  manageable 
problems,  and  2)  AM  has  broken  into 
some  potentially  hot  new  markets. 
AM's  acquisitions  have  been  in  poten- 
tially lucrative  areas,  such  as  graphic 
transmission,  which  should  give  AM  a 
solid  basis  for  growth.  And  much  of 
the  R&D  money  has  been  going  into  a 
significant  new  product,  the  AMCD-1, 
a  combination  copier-duplicator.  If 
the  AMCD-1  proves  successful,  it 
should  cut  into  the  market  now  held 
by  Xerox'  2400.  "It  could  change  the 
whole  outlook  for  the  company,"  says 
Equity's  Prime.  "It  is  their  first  real 
unveiling  of  a  technological  develop- 
ment in  copying." 

Other  R&D  money  has  gone  into 
the  3000  copier,  which  will  be  back  on 
the  market  this  year.  What  it  all  boils 
down  to  is  that  you  can't  make  prog- 
ress without  taking  your  lumps — and 
AM  is  tough  enough  and  honest 
enough  to  admit  as  much.  ■ 


We'll  Be  the  Best  of  the  Bad  Guys 

That's  what  IngersollRand's  boss  has  to  say  about 
his  company's  stock-market  image:  Rather  that)  change 
its  personality,   he  prefers   to  make  the   most  of  it. 
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Like  the  Green  Bay  Packers  in  pro- 
fessional football,  Ingersoll-Rand  is 
the  real  pro  of  the  U.S.  capital  goods 
business — the  most  profitable,  best- 
managed  company,  the  closest  thing  to 
a  blue  chip  in  the  industry.  Other 
companies  may  grab  the  headlines,  but 
it's  Ingersoll-Rand  that  has  piled  up 
the  record.  Last  year,  for  instance, 
Ingersoll's  greater  diversification  in 
products,  customers,  markets  and 
geography  really  showed  up.  Profits 
dipped  29%  for  Caterpillar  Tractor, 
about  20%  for  Clark  Equipment, 
about  14%  for  Gardner  Denver  and 
8%  for  Cooper  Industries.  Boasts  I-R 
Chairman  William  L.  Wearly,  "I-R's 
sales  will  be  up  [for  the  eighth  con- 
secutive year]  and  profits  will  be  down 
just  a  trifle."  (That  breaks  a  string  of 
five  straight  increases.) 

Unglamorous  Champions.  But  while 
Wearly  impresses  his  competitors  and 
customers,  his  company  has  lost  yard- 
age in  the  stock  market.  Selling  at 
around  43  a  share,  I-R  common  is 
20%  under  1959's  high  of  54.  The 
company's  price/ earnings  ratio,  which 
once  was  a  lordly  27.  has  fallen  to  a 
colo'-less  11.  This  hurts  I-R  and  hurts 
it  badly  in  making  acquisitions.  "We 
are  concerned."  concedes  Wearly, 
"because  we  must  have  a  good  enough 
price/ earnings  ratio  to  trade  paper 
with  someone  else." 

Why  has  I-R's  ratio  fallen?  Certain- 
ly not  because  the  company's  fortunes 
have  faltered.  Last  year's  sales  and 
earnings  were  both  close  to  1966's  all- 


time  record  of  $476  million  and  $3.84 
a  share.  Its  return  on  equity  last  year 
was  around  21%,  putting  Ingersoll 
well  up  among  the  top  10%  of  the 
companies  in  Forbes  Profitability 
Rankings  for  1967  (Forbes.  Jan.  7). 

What  Then?  Ingersoll-Rand  has 
simply  been  the  victim  of  changing 
stock-market  fads.  Solid,  profitable 
blue  chips  are  out  of  style — even  when 
they  are  growing  as  well  as  Ingersoll. 
Gimmick  stocks  and  science  stocks  are 
in  style.  Of  course,  it  is  open  to  Inger- 
soll-Rand to  try  to  remedy  this  situa- 
tion by  changing  its  image,  perhaps 
by  buying  into  some  glamour  field. 
But  Wearly  doesn't  think  that  is  the 
way  to  achieve  permanent  results. 

"We  are  not  going  out  to  buy  a 
firm  in  electronics  or  copying  just  to 
change  our  image,"  he  says.  "We're 
number  one  in  our  own  business,  and 
we  want  to  stay  that  way.  We  can't 
do  that  if  we  start  spreading  our  efforts 
into  businesses  we  don't  know." 

Wearly,  in  short,  is  content  to  stay 
with  his  present  image,  poi'shing  it 
and  strengthening  it.  He  assumes  that 
the  next  time  the  financial  fashions 
change,  solid  merchandise  like  his  will 
be  in  demand  again. 

Wearly  himself  puts  it  this  way: 
"Do  we  doom  ourselves  to  being  the 
best  of  the  bad  guys?  Is  that  good 
enough?  Our  answer  is:  'Yes,  we're 
going  to  stay  bad  guys  because  we 
think  we  have  the  company  to  do  a 
lot  better  than  some  of  the  good  guys 
with  the  big  multiples.'  " 


Wearly  proceeds  to  tick  ofl"  why  he 
thinks  this  should  be  so: 

"If  we  do  not  land  a  major  acquisi- 
tion— and  I  want  one — we  should  get 
up  into  the  billion-dollar-sales  category 
in  the  next  four  to  five  years  and  at 
least  double  earnings,"  predicts  Wear- 
ly. "We  can  do  this  from  internal 
grawth  and  a  number  of  small  acquisi- 
tions that  will  help  us  fill  out  our 
product  lines." 

How  can  Ingersoll-Rand  get  this 
kind  of  growth  out  of  the  slow-grow- 
ing capital  goods  industry?  Answers 
Wearly:  "Because  we  are  number  one. 
and  it's  easier  to  push  number  one 
ahead  even  faster  than  bring  number 
three  or  four  up  even  a  single  notch. 
In  most  fields  we're  in,  we  are  number 
one  or  a  number  two  that  is  awfully 
close  to  number  one.  If  you're  num- 
ber one,  you  have  the  volume,"  he 
points  out.  "You  have  the  lowest  unit 
costs.  You  have  an  easier  time  financ- 
ing. You  have  more  money  to  pour 
into  plant,  marketing,  inventories,  re- 
search. You  can  build  and  keep  the 
best  team." 

Actually,  Wearly  feels  he  can  move 
I-R  ahead  for  another  reason,  too. 
The  company  is  spending  over  SI 00 
million  on  plant  and  equipment  in  the 
years  1965  to  1968 — more  than  was 
spent  in  the  previous  15  years.  That's 
whv  depreciation  has  jumped  from 
under  $2  million  in  1957  to  over  $14 
million  last  year. 

■'This  new  plant  and  the  increased 
output  change  the  whole  outlook  for 
the  company,"  says  President  D. 
Wayne  Hallstein.  "Our  people  over- 
seas tell  us  that  their  market  shares 
are  such  that  they  can  just  about 
guarantee  yearly  increases  no  matter 
what  the  economy  does — if  they  can 
get  more  product.  Now  they  can  get  it. 
Previously,  we've  been  hamstrung  be- 


Same  Ambitions:  Different  Image 

That  about  describes   the  difference  in   policies   at   U.S. 
Industries  since  John  Billera  took  over  three  years  ago. 


With  monotonous  regularity,  John 
Billera,  president  and  chairman  of  con- 
glomerate U.S.  Industries,  keeps  re- 
peating: "I'm  employed  to  make  mon- 
ey. I  have  no  other  aspirations." 

There  is  good  reason  for  Billera 
(left)  to  keep  reiterating  this  point. 
His  predecessor,  the  late  John  Snyder, 
one  of  Wall  Street's  early  conglom- 
erators,  had  grandiose  ambitions. 
Through  elaborate  press-agentry,  he 
worked  hard  to  establish  his  company 
as  a  corporate  do-gooder  and  himself 
as    a    statesman    of    industry.    Under 
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Snyder,  however,  USI  plunged  into 
the  red  five  times. 

So  Billera  goes  out  of  his  way  to 
establish  a  hardheaded  image.  Yet  in 
one  way  his  corporate  practices  are 
not  very  different  from  Snyder's.  A 
year  after  he  took  over  in  1965,  Bil- 
lera began  gobbling  up  companies  like 
a  kid  going  through  a  candy  box. 

In  another  way.  though,  Billera  op- 
erates quite  diflFerently  from  the  for- 
mer head  of  USI.  He  has  gotten  rid 
of  some  of  Snyder's  way-out  under- 
takings— teaching  machines  and  auto- 
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cause  we've  been  bumping  the  ceiling 
on  plant  capacity.  We're  really  fixing 
that  in  a  hurry." 

In  spite  of  his  P  E  problems,  Wearly 
expects  to  make  acquisitions.  "If  we 
can  make  some  little  acquisitions  with 
products  that  fit  in  with  what  we 
have."  Wearly  says,  "we  can  do  some- 
thing in  just  a  few  months  that  might 
have  taken  us  three  to  five  years  to  do 
ourselves." 

Bill  Wearly  concedes  that  the  I-R 
acquisition  drive  has  ground  to  a  halt. 
1-R  has  landed  only  one  in  the  last 
three  years.  "It's  taken  us  two  years 
to  get  the  job  of  decentralization 
done,"  says  he.  "To  learn  to  have  con- 
fidence in  the  work  of  other  people. 
Now  Ingersoll  is  in  shape  to  be  the 
parent  of  some  major  acquisitions." 

Wearly.  of  course,  wants  something 
more  than  a  little  acquisition.  "In  a 
major  line,"  says  he,  "we'd  like  to 
get  something  large — $100  million 
— ^in  the  fields  of  construction  ma- 
chinery, materials  handling  or  factory 
automation.  But  we've  got  to  get  a 
,'ood  company  because  we're  going  to 
-'ct  the  management  with  it.  We  could 
itTord  to  gamble  with  a  $30-million-to- 
>4()-miliion  company,  because  we 
could  pump  enough  money  into  it  to 
rehabilitate  it.  But  we  don't  have  the 
capability  to  turn  one  around  that's 
over  $300  million  to  $400  million." 

That  may  sound  a  bit  old-fashioned 
at  a  time  when  auto-parts  makers 
buy  meatpackers,  and  railroads  com- 
bine with  small  loan  companies.  Inger- 
soll-Rand  is  a  little  like  the  lady  from 
Boston  who,  when  asked  if  she  trav- 
elled much,  replied:  "No,  why  should 
1.'  You  see.  I  was  born  here."  Already 
first  in  some  very  good  markets,  I-R 
doesn't  see  anything  wrong  with  spend- 
mg  its  efforts  to  maintain  that  happy 
state.  And  who  is  to  gainsay  it?  ■ 


"Bypassing  A  Generation."   In 

the  last  12  inonihs.  a  whole  wave 
of  younger  men  has  stepped  into 
power  at  I-R.  Bill  Wearly  (left)  at 
52  is  chairman  and  chief  executive 
officer;  49-year-old  D.  Wayne  Hall- 
stein  (right)  is  president.  The  new- 
est executive  vice  president  is  only 
40,  while  the  three  newest  vice 
presidents  are  44,  40  and  37. 

"This  was  no  accident,"  says 
Wearly.  Boh  Johnson,  who  retired 
as  chairman  last  year,  brought  a  lot 
of  hackiiround  to  his  ihinkim;  about 
the  line  of  succession  in  this  com- 
pany. He  felt  that  people  in  the  55- 


to-60  afie  bracket  had  been  so 
thoroughly  indoctrinated  in  the  old 
scheme  of  things  that  they  wouldn't 
carry  on  the  program  he  had  in 
mind.  "That  generation  in  our  com- 
pany was  bypassed,"  Wearly  ex- 
plained. "We  have  such  people 
around,  but  Johnson  felt  he  had  to 
bring  along  people  to  take  over  the 
management  who  had  none  of  the 
old  traditional  conservatism  that 
marked  the  prior  company." 

Adds  President  Hallstein.  "They 
used  to  criticize  us  for  being 
old  at  the  top.  Now  they'll  have 
to  start  saying   we're   too   young." 


matic  milking  machines,  for  example. 
All  in  all,  Billera  says,  USI  disposed  of 
a  quarter  of  the  businesses  (with  a 
sales  volume  of  roughly  $25  million) 
that   USI  operated  in    1965. 

On  the  other  hand  the  Big  Dutch- 
man, which  agreed  to  acquisition  only 
last  month,  is  a  farm  animal  raising 
concern — a  far  cry  from  the  mechani- 
cal robot  that  Snyder  was  once  un- 
successfully trying  to  market.  And 
most  of  the  other  1 8  firms  acquired 
in  the  last  18  months  have  been  just  as 
prosaic.  Billera  whetted  his  appetite 
by  picking  up  such  unglamorous  out- 
fits as  Press  Automation  Systems,  the 
Iroquois  Machine  &  Tool  Company, 
Con-Rad/Disler  (a  heat  exchanger 
equipment  manufacturer)  and  Talbott 
Knitting  Mills,  one  of  the  largest 
manufacturers  of  full-fashioned  skirts 


and  sweaters.  More  recently  he  has 
ranged  wider,  acquiring  a  hodge-podge 
of  electrical  lighting,  steel  processing, 
shoe,  sportswear,  optical  and  paper 
companies. 

Less  Spectacular.  In  short,  USI  is 
still  a  conglomerate,  but  a  more  hum- 
drum— although  a  more  profitable — 
one.  USI  last  year  earned  about  $3.10 
a  share,  which  represented  a  return 
of  about  1.3%  on  sales.  That  was 
hardly  spectacular,  but  it  marked 
USI's  fourth  straight  year  in  the  black 
following  a  half  decade  of  losses  or 
marginal  profits. 

In  typical  conglomerate  fashion, 
Billera  does  not  try  to  run  the  busi- 
nesses he  buys.  He  tries  to  acquire 
management  along  with  them  and  to 
interfere  as  little  as  possible.  Says 
Billera:   "Do  I  know  anything  about 


the  hosiery  business?  The  optical 
business?  The  building  business?  No, 
I  don't.  I  deal  with  the  men  in  terms 
of  a  plan."  Since  the  over-all  manage- 
ment of  USI  owns  about  40%  of  the 
company's  stock,  quite  clearly  the  "ac- 
quired" managers  have  plenty  of  in- 
centive to  contribute  to  the  over-all 
corporate  well-being. 

In  his  quiet  way,  Billera  never- 
theless has  ambitions  hardly  less  spec- 
tacular than  those  of  his  predecessor. 
"We're  not  interested  in  merely  main- 
taining our  growth,"  he  says,  "we 
want  to  accelerate  it.  I  want  to  put 
this  company  up  among  the  100  big- 
gest profitmakers  in  the  country."  But 
he  may  find  it  a  good  deal  harder  to 
put  USI  into  the  big-time  conglomera- 
tion game  than  he  did  in  restoring  it 
to  prosperity.  ■ 
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More  Hats 
For  Avco? 


As  a  result  of  one  of  the  most  ingenious  financial  deals  in  recent  history,  Avco  Corp.  has  more 
sales  and  earnings — but  fewer  common  shares.  It  can  now  step  up  its  leisurely  acquisition  pace. 


For  a  full  half  decade  until  early 
last  year  the  shares  of  Avco  Corp. 
went  nowhere.  From  1961  through 
1966  AV  frequently  got  close  to  30, 
but  never  above  it;  it  frequently 
dropped  a  shade  under  20  but  seldom 
far  under.  In  short,  the  stock  traded 
in  a  remarkably  narrow  range  for  a 
remarkably  long  time.  Today  AV  is 
round  55,  having  nearly  trebled  in 
about  16  months. 

It  all  began  in  February  1967  when 
The  Paul  R  vere  Corp.,  a  quiet 
Worcester,  Mass.  financial  services 
holding  company,  made  a  tender  offer 
for  4  million  shares  of  Avco  at  $4.50 
a  share  over  the  market  price;  the  ten- 
der price  was  33. 

Glad  to  be  taken  out  at  a  profit, 
thousands  of  stockholders  tendered 
their  shares;  so  many,  in  fact,  that 
Paul  Revere  was  offered  not  4  mil- 
lion shares,  but  9  million.  Knowledge- 
able Wall  Streeters,  however,  took 
quite  the  opposite  tack:  Instead  of 
selling  Avco,  they  bought  it.  They  did 
so,  not  because  they  had  any  inside 
information  but  because  of  a  name: 
that  of  John  R.  Gosnell,  the  quiet  but 
spectacularly  successful  investor  who 
runs  the  Paul  Revere  portfolio  on  be- 
half of  the  Harrington  and  related 
families  that  control  it. 

"I  called  John  and  asked  him  what 
was  going  on,"  the  partner  of  a  well- 
known  brokerage  house  says.  "He 
wouldn't  tell  me,  but  that  didn't  mat- 
ter. As  long  as  it  was  his  deal,  I 
wanted  in.  We  put  our  customers  into 
Avco  even  though  his  tender  offer 
was  driving  it  up  to  new  highs." 

The  portfolio  manager  of  a  big 
mutual  fund  group  did  the  same  thing: 
"We  bought  every  share  we  could. 
All  we  knew  was  that  if  Gosnell  was 
willing  to  pay  $33  a  share  for  the 
stock  it  must  be  worth  a  lot  more." 

Gosnell,  of  course,  was  not  simply 
interested    in    a    quick    stock-market 


profit,  as  were  those  who  followed 
him.  He  had  a  plan.  An  intriguing 
plan.  And  it  has  worked  wondrously 
well. 

The  Plan 

Using  Paul  Revere  cash  to  pick  up 
the  tendered  shares,  he  then  arranged 
with  Avco  management  to  merge  the 
two  companies.  Since  Avco  was  ac- 
quiring a  company  that  owned  4  mil- 
lion Avco  shares,  it  had  the  effect  of 
sh-inking  capitalization.  Next  Avco 
further  shrank  the  capitalization  by 
permitting  its  stockholders  to  swap 
half  their  common  for  a  convertible 
preferred  that  offered  a  higher  divi- 
dend than  the  common.  At  one  swoop 
Avco  grew  greatly  in  size,  but  its  com- 
mon capitalization  shrank.  The  old 
Avco  had  been  a  $600-million-sales, 
$32-million-profit  company  with  a 
capitalization  of  over  14  million 
shares.  The  new  Avco  had  far  more 
in  sales,  $50  million  in  earnings — but 
only  (assuming  100%  conversion  by 
Avco  stockholders  into  the  new  pre- 
ferred) 9.8  million  common  shares 
outstanding.  Restating  1966  earnings 
on  the  basis  of  the  new  capitalization, 
Avco  would  have  earned  around  $2.45 
a  share  in  place  of  the  $2.30  it  actual- 
ly reported  in  the  fiscal  year  ended 
Nov.  30.  But  the  real  earnings  gains 
are  yet  to  come.  Avco  is  now  in  a 
position  to  add  hefty  gains  from  a  big 
insurance  business;  fiscal  1967  profits 
were  estimated  at  $3.50  a  share,  up 
about  40%. 

As  a  result  of  the  merger,  the  PRC 
holders,  Gosnell's  employers,  now 
own  about  half  of  the  Avco  stock. 
Neither  they  nor  Gosnell  has  any 
thought  of  trying  to  run  Avco,  how- 
ever. They  have  great  faith  in  the  cur- 
rent manag  ment  headed  by  Chairman 
Kendrick  R.  Wilson  Jr.  and  President 
James  R.  Kerr.  What  Gosnell  does 
plan   to  do  is  to   put   Avco   into  the 


forefront  of  the  present-day  conglom- 
erates. To  the  considerable  number  of 
hats  the  company  already  wears  he 
plans  to  add  more. 

Says  Gosnell:  "This  company  is  go- 
ing to  become  much  more  aggres- 
sive in  making  acquisitions."  With  its 
stock  selling  at  around  55  and  with  a 
greatly  enhanced  borrowing  power  be- 
hind it,  it  certainly  is  in  a  position  to 
do  so.  And  with  the  days  of  frag- 
mented stock  control  now  behind 
them.  Chairman  Wilson  and  Presi- 
dent Kerr  can  go  about  running  the 
business  without  having  to  worry 
every  time  a  new  name  appears  on 
the  stock  transfer  books. 

Actually,  the  new  Avco  is  the  re- 
sult of  the  investment  problems  of  the 
Harrington  family.  Its  lesson  might 
be  that  not  only  does  success  breed 
success,  but  success  forces  success. 
The  Harringtons  of  Worcester  and 
their  relatives  were  the  principal  own- 
ers of  The  Massachusetts  Protective 
Association,  a  health  and  accident 
insurance  company.  MPA  was  started 
at  the  end  of  the  19th  century  as  The 
Masonic  Protective  Association  to  sell 
health  and  accident  insurance  to  mem- 
bers of  the  Masonic  fraternity.  "In 
life  insurance,  there  is  no  debate  about 
whether  the  insured  is  dead,"  says 
Robert  D.  Harrington,  whose  grand- 
father, Francis  A.  Harrington,  may- 
or of  Worcester,  served  as  the  first 
president  of  MPA.  "But  in  health  and 
accident,  there  are  questions,  particu- 
larly in  times  of  depression.  So  com- 
panies tried  to  sell  to  groups  such  as 
the  Knights  of  Columbus  and  other 
fraternities.  The  idea  was  that  the  hon- 
esty of  such  groups  would  be  higher 
than  the  average.  We  picked  the  Ma- 
sons as  our  market." 

Safety  in  Virtue 

Presumably  the  Masons  were  hon- 
est, even  in  hard  times.  In  any  case. 
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MPA  not  only  survived  the  Depres- 
sion but  had  managed  to  start  Paul 
Revere  Life  Insurance,  a  subsidiary 
that  sells  health,  accident,  and  most 
important,  life  insurance — to  the  pub- 
lic at  large.  Because  of  its  already 
strong  agency  network.  MPA's  new 
subsidiary  thrived,  so  much  so.  in  fact, 
that  it  became  more  important  than 
MPA.  By  last  year  the  value  of  the 
Paul  Revere  Life  shares  in  the  MPA 
portfolio  had  reached  a  value  that  was 
probably  in  the  hundreds  of  millions 
and  still  was  growing  fast. 

Meanwhile.  MPAs  business  had 
leveled  off.  "The  whole  socioloeic 
makeup  of  America  had  changed." 
Robert  Harrington  says  "My  grand- 
f.tther  had  nothing  else  to  do  than  go 
to  the  Masons.  But  the  Masonry  has 
become  less  important,  and  it  was  our 
market." 

Paul  Revere  Life,  as  a  fast-growing 
insurance  company,  needed  all  the 
capital  it  could  generate  to  back  up 
its  fast-growing  premiums.  MPA.  by 
contrast,  was  not  growing,  and  the 
capital  was  building   up. 

.MPA  could  have  done  several 
things.  It  could  have  used  the  money 
to  build  up  the  .MP.A  agencies.  But 
'bat   market   was  going   against   it.    It 

uld  have  put  the  money  in  bonds, 
it  could  have  bought  stocks. 

Into  the  Market 

Gosnell  did  the  latter,  and  he  be- 
came one  of  the  best-known  specu- 
lators in  listed  stocks.  He  was  a  cus- 
tomer of  many  institutional  brokers. 
who  saw  his  trading,  were  impressed 
and  began  to  spread  the  news  about 
him.  Gosnell  very  early  got  into  the 
airlines,  the  savings  &  loans  and  the 
broadcasting  stocks,  and  he  usually 
got  out  at  the  right  time. 

But  Gosnell  and  the  Harringtons 
were  more  than  speculators.  They  felt 
that  the  real  profits  were  to  be  made 


in  financing  small  struggling  compa- 
nies. "Management  is  about  the  only 
thing  we  invest  in,"  Gosnell  says.  "It's 
an  intangible  thing,  a  feel.  Good  men 
can  run  a  successful  company  even  in 
a  poor  industry." 

MPA  then  set  out  on  a  series  of 
"near-subsidiary"  deals.  That  is,  lend- 
ing money  to  small  companies,  and 
taking  a  minority  stock  position.  Gos- 
nell's  success  here  was  even  greater, 
and  it  enlarged  his  reputation  even 
more.  In  I960,  for  example,  MPA  in- 
vested S750.000  in  two  notes  of  Mc- 
Donald's Corp.,  a  franchiser  of  drive- 
in  restaurants.  With  the  loan  came  the 
rieht  to  purchase  150  shares  of  Mc- 
Donald's common  for  only  S250  cash. 
The  loans  are  being  paid  back.  The 
150  shares  were  split  I.OOO-for-1.  and 
MPA  sold  them  at  the  beginning  of 
1967  for  nearly  $6  million.  They  have 
since  split  3-for-2  and  are  worth  about 
S20  million  at  current  market  oriccs. 

In  1962,  MPA  paid  $90,000  for 
22.500  shares  of  Recognition  Equip- 
ment Inc  In  1965.  another  22,50n 
shares  were  bought,  also  for  $90,000. 
The  shares  were  sold  last  year  for  $2.4 
million. 

In  1964,  MPA  and  PRL  bought  a 
S7,5()0  interest  in  Allied  Innkeepers 
Ltd,,  owner  of  the  Holidav  Inn  fran- 
chises in  Ontario  and  loaned  it  S750.- 
000  The  holding  is  now  worth  perhaps 
over  $1  5  million. 

In  1965.  MPA  bought  a  convertible 
bond  from  Equity  Funding  Corp.  of 
America  for  $600,000.  Last  year 
MPA  converted  the  bond  into  shares 
worth   $2.7   million. 

"It  got  so  people  heard  about  us 
and  came  to  us  for  support,"  Gosnell 
says.  "On  our  part,  we've  had  seven 
out  of  ten  real  winners." 

MPA  also  wanted  to  diversify  into 
fields  that  it  knew.  But  it  felt  that  in- 
surance companies  were  too  high  in 
price.  So   it   acquired  several   compa- 


nies in   the  savings  &  loan   and  con- 
sumer finance  field. 

Gosnell  and  the  Harringtons  took 
on  one  venture  as  a  personal  invest- 
ment. "It  was  too  speculative  for  the 
company,"  Gosnell  says  with  a  smile. 
That  was  the  Delta  Acceptance  Corp. 
Ltd.  Gosnell  and  the  Harringtons  in 
1955  found  a  small  Ontario  appliance 
dealer  who  was  having  trouble  financ- 
ing his  sales  and  wanted  someone  with 
money  to  expand  Delta  Acceptance, 
his  finance  company,  to  help  him.  In  a 
deal  consummated  around  a  pot-bel- 
lied stove  in  a  kitchen  in  London,  On- 
tario, Gosnell  and  the  Harringtons 
bought  into  Delta,  which  grew  dra- 
matically. Avco  acquired  Delta  in 
1964,  and  the  Harringtons  and  Gos- 
nell got  a  big  chunk  of  Avco  stock. 

Pleasurable  Problem 

By  1965  the  Harringtons  were  in 
the  following  position:  They  had  per- 
sonal fortunes  in  addition  to  MPA,  and 
they  owned  most  of  MPA,  which  in 
turn  owned  most  of  Paul  Revere  Life. 
In  addition.  MPA  had  over  $100 
million  in  assets  that  could  not  pos- 
sibly be  used  in  its  little  health  and 
accident  business.  Most  of  this  had 
come  from  successful  speculations; 
MPA's  investment  income  had  grown 
from  $1.6  million  to  $20  million  in 
20  years.  In  addition,  MPA  was  ham- 
pered in  its  investing  by  the  fact  that 
it  was  regulated  by  insurance  commis- 
sioners. "Insurance  companies  almost 
never  have  extra  money  to  invest," 
says  Paul  Revere  Vice  President 
Charles  L.  .Sanders.  "The  govern- 
ment people  looked  at  MPA's  invest- 
ments and  they  couldn't  understand 
the  surplus.  Their  laws  didn't  fit   it." 

Finally,  a  generation  of  Harring- 
tons, all  about  65  years  old,  were  look- 
ing to  their  estates.  MPA  was  a  little- 
known  and  thinly  traded  over-the- 
counter  stock.  If  stock  had  to  be  sold 


The  New  Avco:  President  Kerr.  Finance  Committee  Chairman  Gosnell.  Board  Vice  Chairman  Harrington.  Chairman  Wilson 


FORBES,  FEBRUARY  1,  1968 


21 


to  pay  estate  taxes,  its  marketability 
would  be  poor. 

MPA  decided  to  become  a  different 
kind  of  company.  The  first  step  was 
to  stop  being  an  insurance  company, 
with  the  investment  regulations  that 
go  with  it.  With  MPA's  backing,  the 
state  of  Massachusetts  in  1965  passed 
legislation  enabling  an  insurance  com- 
pany to  change  the  purpose  of  its  busi- 
ness. MPA  transferred  its  insurance 
business  to  Paul  Revere  Life  for  an 
even  greater  interest  in  Paul  Revere 
Life  stock. 

There  was  another  problem.  With 
Mttle  operating  income  and  few  share- 
holders. IsiP.A,  its  name  now  changed 
to  Paul  Revere  Corp.,  was  in  dan- 
ger of  being  classified  as  a  personal 
holding  company.  This  would  mean 
that  the  new  Paul  Revere  Corp.  would 
have  to  pay  taxes  on  income  at  higher 
than  corporate  rates.  To  ward  off  such 
a  classification,  PRC  turned  to  FAR, 
Inc.,  a  holding  company  owned  by 
Paul  Revere  Corp.,  Bear  Stearns  and 
State  Mutual  Life  Assurance  Co. 
FAR"s  assets  consisted  of  100%  of  the 
assets  of  Thompson  Wire  Co.,  a  $40- 
million  producer  of  cold-rolled  strip 
steel  and  wire.  Paul  Revere  Corp. 
bought  out  its  two  partners  and  merged 
Thompson  into  itself.  This  provided 
enough  operating  income  to  avoid — 
for  the  time  being — a  classification  as 
a  personal  holding  company. 

But  as  the  PRC  assets  grew,  more 
operating  income  would  be  needed. 
Assets  that  produced  investment  in- 
come would  have  to  be  exchanged  for 
assets    that    produced    adequate    and 


enduring  operating  income. 

At  this  point.  1966,  a  debate  arose 
between  Gosnell  and  others  at  PRC. 
"It  wasn't  so  much  of  an  argument 
as  a  question  of  courage,"  says  Robert 
Harrington.  "How  much  did  we  want 
to  borrow?  How  big  a  deal  could  we 
risk?"  One  feeling  was  that  PRC 
should  acquire  a  series  of  operating 
companies  and  turn  itself  into  some 
kind  of  industrial  conglomerate.  Gos- 
nell disagreed.  He  felt  that  the  com- 
pany should  merge  with  an  experi- 
enced, large  company  equipped  with 
deep  operating  talent  and  marketable 
stock.  "Personally."'  he  says,  "1  wanted 
one  big  investment.  Otherwise  we 
would  have  had  an  acquisition  pro- 
gram without  management.  I  figured 
we'd  make  a  mistake  on  two  of  every 
five  acquisitions  we"d  make,  and  on 
three  out  of  five  management  positions 
we'd  fill." 

Gosnells  colleagues  came  around 
to  his  side — provided  a  single  big  deal 
could  be  found.  Then  it  became  a 
matter  of  tossing  possibilities  into  the 
hat.  "We  thought  of  health,"  says 
Robert  Harrington,  "a  drug  company, 
a  food  company  or  something  that 
had  a  captive  audience.  We  thought 
of  companies  that  had  access  to  the 
public,  areas  of  distribution  like  de- 
partment stores  or  a  mail-order  house 
that  might  provide  an  outlet  for  in- 
surance, as  Allstate  does." 

Finally  Gosnell  came  up  with  Avco. 

Perfect  Match 

Avco  as  a  vehicle  had  several  ad- 
vantages. One,  it  would  provide  mar- 


ketability for  the  Harringtons'  stock. 
Two,  Gosnell  had  got  a  good  look  at 
the  company  by  serving  on  the  Avco 
board  and  executive  committee.  Three, 
Avco  management  knew  Paul  Revere 
management;  it  would  feel  more  com- 
fortable in  a  merger  than  in  a  combi- 
nation with  an  unknown  party.  The 
opposite  was  also  true.  "We  knew  that 
Arthur  Gilman  had  merged  Bay  State 
with  Avco,"  says  Harrington,  "and 
that  he  was  happy  as  a  clam." 

Moreover,  it  appeared  that  Avco, 
with  its  stock  selling  in  the  mid-20s, 
was  a  great  buy.  Several  factors  had 
worked  against  the  stock.  The  first 
was  its  past.  Avco  had  been  a  holding 
company  in  the  Thirties.  It  had  owned 
big  chunks  of  Pan  American  Airways 
and  what  later  became  American  Air- 
lines. It  had  also  owned  New  York 
Shipbuilding  and  Consolidated  Vultee, 
which  is  now  the  Convair  division  of 
General  Dynamics.  "If  Avco  still 
owned  all  the  things  it  once  owned," 
says  one  analyst,  "it  might  be  bigger 
than  General  Motors." 

All  this  buying  and  selling  had  been 
carried  on  by  Victor  Emanuel,  one 
of  the  real  dealsters  of  Wall  Street. 
But  the  result  of  all  his  efforts  was 
poor.  By  the  1950s  Avco  had  become 
one  of  the  largest  and  least  profitable 
of  the  nation's  appliance  makers  (un- 
der the  Crosley  and  Bendix  labels). 

By  the  time  Emanuel  died  in  1960 
Avco  had  a  bad  name  in  Wall  Street. 
It  was  a  promotion  company,  into 
one  business  and  out  of  another 
with  no  real  gain.  It  was  a  civilian 
company   in   the   Thirties,   a   defense 
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"If  you  ask  me,Valentine,  Fd  say  GENESCO" 

Many  a  pearly  ear  perks  up  these  days  at  the  sound  of  interesting  information 
about  interesting  corporations.  The  distaff  side  likes  Genesco  in  any  case; 
the  girls  know  that  apparel  is  a  good  business  to  be  in.    When  it  comes  to 

things  to  wear,  there  are  countless  needs  and  tastes  to  be  catered  to and 

if  it's  something  to  wear,  it's  Genesee's  business.  A  $900,000,000  corpora- 
tion with  operating  companies  that  make  and/or  sell  all  the  things  worn  by 
all  the  members  of  the  family,  at  all  times  of  the  day  or  night,  Genesco  dis- 
tributes its  products  through  24,000  stores,  under  many  different  brand  names. 

To  all  Valentines  (senders  and  getters):   The  sweet  story  of  the  world*s  largest  apparel 
manufacturer  is  told  in  Genesco's  Annual  Report,  It's  yours  if  you'll  write  us,  or  phone. 
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Clarkgets 
tilings  moving 


A  million  fires  to  stoke.  Start  with  a  coal  mine  in 
the  wilderness.  Take  the  biggest  Clark-built  Michigan 
shovel  and  hack  out  an  entry  road.  Then  use  the  same 
big  shovel  to  uncover/dig  and  load  the  coal  into 
high-speed  trucks.  It's  the  start  of  a  Clark  material 
handling  system  that  gets  coal  moving  to  fuel-hungry 
factories.  From  the  same  con^pany  that  builds  truck 
trailers,  axles,  transmissions,  lift  trucks  and  commercial 
food  refrigeration.  Clark  Equipment 
Company,  Buchanan,  Michigan  49107. 
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compan>  in  the  Forties,  a  civilian  com- 
pany in  the  Fifties.  Emanuel  hired 
and  fired  important  managers  almost 
monthly.  In  1956  Avco  sold  its  ap- 
pliance business  and  headed  back  into 
defense,  becoming  the  nation's  leader 
in  missile  nose  cones  and  helicopter 
engines.  It  also  retained  a  string  of 
radio  and  TV  stations,  a  specialty 
farm  equipment  division,  and  a  com- 
mercial business  in  engines  for  leading 
models  of  small  aircraft. 

EmanueTs  successors.  Kendrick 
Wilson,  formerly  with  Lehman  Bros., 
and  James  Kerr,  a  former  Air  Force 
colonel,  set  about  to  build  a  solid 
company. 

They  succeeded  remarkably  well. 
For  the  following  si.\  \ears  they  made 
few  acquisitions,  rarely  spoke  to  secu- 
rity analysts.  They  borrowed  little, 
worked  hard,  carefully  nurtured  their 
businesses  and  built  up  a  talented 
group  of  managers  to  run  their  various 
divisions.  Wilson,  the  financial  man. 
cleared  up  many  of  the  leftover  money 
problems.  Kerr  was  a  top  operating 
man.  spending  most  of  his  time  travel- 
ing around  the  divisions.  Avco,  in 
short,  had  been  a  conglomerate  long 
before  the  concept  became  fashion- 
able. But  after  Emanuel,  it  became  a 
conglomerate  busily  getting  its  pre- 
vious acquisitions  in  order. 

By  last  year  Wilson  and  Kerr  had 
achieved  most  of  their  goals.  They 
had  increased  sales  from  S322  mil- 
lion to  S60()  million,  over  half  through 
internal  growth.  Net  income  had 
climbed  from  $10  million  to  S32  mil- 
lion, and  earnings  per  share  from  97 
cents  to  S2.30.  They  managed  to  re- 
duce the  percentage  of  government 
business  from  50*^  -60%  of  profits  to 
only  25%.  They  even  managed  a 
couple  of  fairly  large  acquisitions — 
Delta  Acceptance  Corp.  Ltd.  in  1964 
and  Bay  State  Abrasives  in  1965. 

But  in  one  area  they  fell  down — 
selling  their  story  to  investors.  It  may 
be  that  management  did  not  want  to 
perpetuate  Avco's  historical  image  of 
being  a  grab-bag.  In  any  case.  Avco 
became  classified  as  a  fair-to-middling 
defense  contractor,  and  this  made  the 
company  uninteresting  to  investors. 
Avco  was  a  conglomeate  and  a  good 
one.  but  even  after  Textron  made  con- 
glomerates respectable,  few  investors 
thought  of  Avco  as  one.  Avco  was 
complicated,  and  Wall  Street  likes 
simple  stories.  "Wilson  and  Kerr  failed 
to  sell  themselves,"  Gosnell  says.  "Av- 
co's price/earnings  ratio  was  that  of 
a  war  stock,  an  armaments  stock." 
says  Robert  Harrington. 

Parts  and  Whole 

Gosnell  and  Harrington  saw  much 
more  than  a  war  stock.  Avco's  Ly- 
coming division  does  indeed  produce 


90%  of  the  engines  on  helicopters, 
but  it  is  the  leading  producer  of  small 
aircraft  engines  for  commercial  pur- 
poses too.  "The  Lycoming  division," 
says  Harrington,  "could  be  tremen- 
dous under  commercial  conditions.  It 
might  do  much  better  if  the  war  were 
over."  Indeed,  under  the  pressure  of 
heavy  expansion,  Lycoming's  military 
margins  have  narrowed  considerably 
in  the  past  15  months.  'If  those  mar- 
gins simply  return  to  what  they  were 
before."  says  Steve  Weber,  vice  presi- 
dent of  S.G.  Grumman  Associates, 
institutional  brokers,  "it  would  provide 
a  lot  of  leverage  to  Avco's  defense 
earnings." 

PRC  also  saw  a  broadcasting  divi- 
sion that  is  on  Avco's  books  at  $25 
million.  But  the  actual  worth  is  esti- 
mated at  well  over  $100  million. 

Getting  Delta  Back 

PRC  would  also  be  getting  back 
Delta,  which,  says  Harrington,  "is  a 
gold  mine."  Avco's  New  Idea  farm 
equipment  division  is  doing  well  by 
concentrating  on  special  products. 
"There  will  be  still  fewer  and  still 
bigger  farms."  Harrington  says,  "ar.d 
this  will  be  because  of  automation." 
Although  the  Bay  State  Abrasives  di- 
vision is  a  poor  third  in  its  industry. 


"Good  men  can  run  a  suc- 
cessful company  even  in  a 
poor  industry." — Jolin  Gosnell 


Harrington  has  high  hopes  for  it  in 
sevcal  areas.  In  addition,  there  is  a 
hefty  and  continuing  research  effort  at 
Avco,  particularly  in  such  areas  as 
missile  systems.  Much  of  this  is  paid 
for  by  government  contracts.  "We 
didn't  know  much  about  the  research," 
says  Gosnell,  "but  then,  we  weren't 
paying  much  for  it  either." 

"The  investing  public."  says  Har- 
rington, '"just  has  no  idea  of  the  value 
of  these  units  of  Avco." 

Finally,  there  is  management.  Gos- 
nell believes  that  it  was  the  most  at- 
tractive part  of  Avco,  in  that  Avco's 
managers  have  such  a  wide  variety  of 
experience  among  them  that  they  can 
help  with  acquisitions  in  almost  any 
field.  He  doesn't  mean  only  Wilson 
and  Kerr;  he  is  also  talking  about 
Avco  managers  out  in  the  divisions.  "I 
got  to  know  them,"  Gosnell  says,  "and 
they're   really  impressive." 

Having  decided  on  Avco,  PRC  pro- 
posed to  Wilson  and  Kerr  in  Novem- 
ber 1966  that  Avco  buy  PRC  for 
common  stock.  But  there  was  disagree- 
■  ment  over  the  terms.  ''Their  proposal 
would  have  diluted  Avco  earnings," 
Wilson  says.  Gosnell  answers:  "Yes, 
but  I  thought  our  earnings  were  worth 


more  than  theirs.  I  still  do.  If  an  in- 
surance company  is  growing  at  10% 
a  year,  90%  of  its  business  is  already 
written." 

Avco  turned  down  PRC.  PRC,  in 
response,  sold  oft  much  of  its  stock 
portfolio  (including  the  MacDonald's 
shares)  and  borrowed  $65  million. 
Gosnell  told  Wilson  and  Kerr  that  he 
wanted  to  make  a  tender  offer  for  4 
million  shares  of  Avco  stock.  Wilson 
and  Kerr  said  they  would  not  object. 
They  were  worried  about  a  takeover 
of  Avco  stock  by  some  outside  party — 
Avco  had  too  many  shares  and  not 
enough  leverage — and  the  response  to 
the  tender  offer  showed  that  their 
worries  were  more  than  justified.  Even 
Gosnell  was  surprised  at  the  9  million 
shares.  "I  told  myself  I  expected  six, 
and  that  was  being  overoptimistic," 
he  says. 

New  Package 

Stripped  of  technicalities,  what  Gos- 
nell proceeded  to  do  was  to  reshuffle 
the  whole  deck  of  cards — and  then 
deal  new  hands.  In  the  first  deal,  PRC 
ended  up  owning  about  28%  of  Av- 
co's 14  million  shares.  Then  Avco  paid 
out  4.8  million  common  shares  to  ac- 
quire PRC  (plus  2.6  million  shares  of 
$3.20  preferred,  convertible  l-for-2 
into  common).  Now  Avco  had  18.8 
million  shares  outstanding,  with  PRC 
stockholders  owning  8.8  million. 

Then  the  shrinkage  began.  In  ac- 
quiring PRC,  Avco  also  acquired  4 
million  of  its  own  shares.  That  left 
the  score:  14.8  million,  with  8.8  mil- 
lion in  Harrington-Gosnell  hands. 

Avco  also  made  another  offer.  It 
permitted  its  outside  stockholders  to 
turn  in  half  their  common  shares  for 
$3.20  convertible  preferred.  The  offer 
was  attractive.  At  the  exchange  rate 
of  1  preferred  for  2  common,  the 
stockholders  would  get  $3.20  a  year 
in  dividends  in  place  of  the  $2.40  they 
got  from  two  shares  of  common;  but 
at  the  same  time  the  convertibility  of 
the  preferred  allowed  them  to  shift 
back  into  common  at  any  time.  Thus 
they  got  higher  dividends  without  sac- 
rificing any  capital  gains  potential. 

A  skeptic  would  point  out  that  the 
capitalization  shrinkage  was  more  ap- 
parent than  real:  If  the  preferred  were 
all  converted,  there  would  be  20  mil- 
lion shares  of  common — nearly  50% 
more  than  before  the  merger.  Assum- 
ing that  part  of  the  deal  is  consum- 
mated (so  far,  a  healthy  majority  of 
the  public  shares  have  been  turned  in), 
Avco  will  have  only  9.8  million  com- 
mon shares  (plus  preferred  that  is 
convertible  into  10  million  more).  Of 
the  common,  the  Harrington  interests 
will  own  about  50%. 

What,  then,  was  the  net  gain  from 
all  this  paper  shuffling?  The  simplest 
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HIDDEN  PRODUCTS?" 


AMSTED  products  are  often 
underground  or  out  of  sight. 
But  they're  essential  to  a  wide 
range  of  markets— industries, 
the  railroads,  and  utilities. 
We've  grown  in  66  years  to  33 
plants  in  15  states  and  Canada. 

For  a  copy  of  our  annual 
report,  write  AMSTED  Industries, 
Dept.  F-9,  3700  Prudential 
Plaza,  Chicago,  Illinois  60601 
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answer  is  that  Gosneil  modernized  an 
old-fashioned  financial  structure  to 
make  it  more  salable  to  investors. 
From  now  on,  every  dollar  added  to 
earnings  would  have  to  be  spread  over 
only  half  as  many  common  shares  so 
far  as  the  usual  concept  of  reported 
earnings  was  concerned. 

But  this  clever  leverage  is  only  half 
the  story.  The  other  half  is  that  the 
merger  creates  the  certainty  of  far 
greater  earnings  total.  This  is  because 
PRL  has  tremendous  unrealized  capi- 
tal gains  in  its  common  stock  port- 
folio; as  an  insurance  company,  it  can 
count  these  security  gains  as  income 
in  the  year  they  are  taken.  For  fiscal 
1967.  for  example,  Avco  will  show 
around  $10  million  from  such  gains. 
This  ability  to  show  high  and  rising 
profits  from  unrealized  and — hopeful- 
ly— future  capital  gains  will  make 
Avco's  earnings  look  more  attractive. 
This  should  be  useful  in  making  ac- 
quisitions for  stock. 

Avco  now  is  not  only  a  conglom- 
erate, it  really  looks  like  one.  To 
press  the  metaphor,  Gosneil  had  taken 
a  first-rate  product  out  of  a  dowdy 
package  and  rewrapped  it  in  a  go-go 
new  one.  The  professionals  and  the 
investing  public  liked  the  new  pack- 
age, and  this  is  contributing  impor- 
tantly to  giving  Avco  stock  a  much 
better  price/earnings  ratio. 

In  addition,  PRC  brings  to  Avco 
more  cash  and  a  much  better  bor- 
rowing base.  Much  of  Avco's  borrow- 
ing power  lay  in  such  subsidiaries  as 
Delta,  which  could  not  borrow  for  the 
nnrnoses  of  the  whole  company.  PRC's 
solid  insurance  earnings  make  Avco's 
earnings  mix  more  attractive  to  the 
banks.  There  are  also  tax  advantages. 
Insurance  companies  pay  taxes  at 
about  half  the  rate  of  industrials,  and 
this  advantage  can  be  spread  over 
the  whole  merged  company.  In  addi- 
tion, new  methods  of  insurance  ac- 
counting allow  the  expense  of  new 
business  to  be  written  off  over  a  few 
vears,  rather  than  in  the  year  incurred. 
This  could  increase  reported  insurance 
earnings.  This  also  should  be  useful  in 
making  acquisitions,  and  the  rumor 
mills  already  have  Avco  acquiring  ev- 
erything from  a  movie  company  to  a 
major  defense  contractor.  More  likely, 
Avco  will  acquire  manufacturing  op- 
erations where  they  fit  in,  push  par- 
ticularly hard  in  the  financial  services 
fields  of  Gosneil  and  the  Harringtons. 
This  could  well  lead  to  a  broader 
concept  of  services  such  as  airlines  and 
other  nonmanufacturing  businesses. 

An  Intangible 

Finally.  Avco  has  gained  the  ser- 
vices of  John  Gosneil.  who  has  become 
chairman  of  the  finance  committee. 
"John  can  help  them  tremendously  in 


An  Avco  nose  cone 

the  area  of  acquisitions,"  says  Robert 
Harrington.  "It  was  kind  of  a  fiasco 
when  they  bought  Delta  from  us.  They 
paid  in  common  stock  and  diluted 
their  earnings.  But  there  are  ways  to 
buy  things  with  the  sellers'  own  mon- 
ey. Thompson  Wire,  for  example, 
didn't  owe  a  dime,  and  it  had  excess 
inventory  of  $5  million.  We  got  much 
of  our  purchase  price  back  from  hid- 
den fat  that  they  didn't  know  about." 

So  far  Avco  has  announced  no 
grand  plans.  As  the  operating  man, 
Jim  Kerr  has  his  eyes  on  picking  up 
some  finance  companies,  which  may 
have  trouble  getting  money  over  the 
next  couple  of  years.  He  plans  to 
round  out  Avco's  financial  product 
with  some  form  of  investment  com- 
pany and  possibly  additional  insurance 
companies.  Kerr  is  also  interested  in 
industrial  electronics,  to  fit  into  Avco's 
defense  electronics;  in  materials,  where 
Avco's  knowledge  of  such  defense  ma- 
terials as  ceramic  nose  cones  can  fit 
into  Bay  State's  commercial  materials; 
and  in  some  kind  of  chemical  opera- 
tion to  market  the  developments  com- 
ing out  of  Avco's  labs. 

As  for  big  acquisitions,  they  will 
undoubtedly  come.  Avco  may  be 
somewhat  hampered  by  all  that  con- 
vertible preferred,  but  that  shouldn't 
be  insuperable.  Not  for  Gosneil,  a 
man  who  just  pulled  off  one  of  the 
most  beautiful  pieces  of  high  finance 
in  years.  He  has  also  made  believers 
of  Wall  Street.  Avco  is  no  longer 
Avco,  the  Promotor,  Avco,  the  De- 
fense Company,  or  Avco,  the  Con- 
servative. As  long  as  the  conglomerate 
fashion  keeps  its  hold,  it  will  now  be 
Avco,  the  Aggressor.  ■ 
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Some  day,  perhaps,  this  young  reader  may  be  a 
writer.  As  were  Faulkner,  Mark  Twain,  Hemingway 
before  him. 

if  he  is,  we'll  be  ready.  Great  Northern  is  growing 
trees  now  for  the  paper  that  could  bring  his  book  to 
millions.  Paperback  publishers  count  on  us  for  thou- 
sands of  tons  every  year.  (Great  Northern's  specialty:  fine  printing  quality 
at  economical  prices.) 

We  make  paper,  too,  for  mass  magazines,  telephone  books,  special 

supplements,  and  mail  order  catalogs. 
And  containerboard  for  corrugated 
boxes.  Great  Northern  is  also  the 
leading  independent  supplier  of  newsprint  in  the  U.S.  And  we  now  manu- 
facture the  plywood  used  in  building. 

To  meet  the  demand  we  must  plan  far  in  the  future.  We  grow  trees  like 
a  farm  crop  and  harvest  them  scientifically.  Today  there  are  more  usable 
trees  in  our  Maine,  Georgia,  Florida  and  Alabama  tree  farms  than  when 
we  started  in  business  nearly  70  years  ago. 

Making  paper  for  people  is  the  business  of  Great  Northern.  Specify 
Great  Northern  on  your  next  paper  order. 


GREAT  NORTHERN 


For  a  copy  of  "The  1 967  Annual  Report,"  write  us  on  your  business 

letterhead.  Dept.  N6B1,  522  Fifth  Ave.,  New  York,  N.Y.  10036.     PAPER      COMPANY 
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As  I  See  It 


"The  Administration's  moves  are  not  adequate 

to  bolster  the  sagging  confidence  abroad 

in  the  value  of  our  dollar." 


An  Interview  with  D/larriner  S.  Eccles 


His  name  and  his  face  were  once  as  familiar  to  the  business  public  as 
those  of  his  successor  today,  William  McChesney  Martin,  but  Marriner 
S.  Eccles  has  been  out  of  the  public  eye  since  he  retired  from  the  Fed- 
eral Reserve  Board  in  1951.  Now  77,  and  still  hale  and  hearty  (see 
Side  Lines,  p.  7),  the  blunt,  outspoken  Salt  Lake  City  Mormon  remains 
a  full-time  working  businessman.  He  is  chairman  of  the  big  San  Fran- 
cisco-based Utah  Construction  &  Mining  Co.,  a  firm  of  which  his  father 
was  co-founder.  He  is  also  chairman  of  First  Security  Corp.,  a  Salt  Lake 
City  bank  holding  company,  and  director  of  several  Utah  firms. 

Eccles  first  came  to  Washington  early  in  the  New  Deal  of  Franklin 
Delano  Roosevelt  to  serve  briefly  as  Assistant  Secretary  of  the  Treas- 
ury. A  few  months  later,  in  1934,  the  President  appointed  Eccles  to  the 
Federal  Reserve  Board.  In  1936  Roosevelt  moved  the  then  47-year-old 
Eccles  up  to  chairmanship  of  the  revamped  Fed.  He  remained  in  that 
post  until  1948  when  Harry  Truman  demoted  him.  Stubbornly,  how- 
ever, Eccles  clung  to  his  board  membership  for  three  more  years  be- 
fore returning  home.  He  has  maintained  a  keen  interest  in  national, 
financial  and  political  affairs;  in  1964  he  was  an  active  contributor 
and  campaigner  for  Lyndon  Johnson. 


You've  been  in  business  and  in  pol- 
icy-making government  roles  under  all 
sorts  of  conditions:  wars,  depressions, 
times  of  prosperity,  inflation,  deflation. 
How  do  you  read  present  economic 
conditions? 

Eccles:  I  believe  that  our  country 
today  is  confronted  by  the  most 
serious  economic,  social  and  politi- 
cal problems,  both  domestically  and 
abroad,  in  its  history. 

We've  got  rising  prices,  high  inter- 
est rates  and  a  balance-of-payments 
deficit.  But  these  are  only  effects. 
They  are  not  causes.  You  must  look 
for  the  cau,ses,  and — today  especially 
— that  means  examining  economic 
problems  in  a  broad  context. 

Just  list  some  of  our  national  prob- 
lems— the  very  large  and  continuing 
budget  deficit,  the  inflationary  pres- 
sures, the  balance-of-payments  deficit, 
the  lack  of  confidence  abroad  in  our 
dollar,  the  riots  in  our  cities,  the  un- 
rest on  our  campuses,  the  split  among 
all  classes  of  our  populace  and  within 
our  political  parties.  I  believe  that  all 
of  these  can  be  traced  to  a  common 
cause. 

IVhich  is? 

Eccles:  Which  is  the  war  in  Vietnam. 
I  believe  very  strongly  that  by  end- 
ing or  greatly  reducing  the  Vietnam 


war,  many  of  these  national  problems 
would  be  brought  a  long  way  toward 
solution.  By  greatly  reducing.  I  mean 
discontinuing  the  bombing,  bringing 
about  a  cease-fire  and  submitting  to 
binding  negotiations. 

We  know  you  oppose  our  involve- 
ment in  Vietnam  on  moral  and  politi- 
cal grounds.  Evidently,  though,  you 
oppose  the  war  on  economic  and  fi- 
nancial grounds  as  welt. 

Eccles:  Most  certainly.  Let  me  ex- 
plain the  economic  predicament  that 
the  Vietnam  war  has  gotten  us  into. 
Because  of  the  war  we  now  have  a 


"As  long  as  we  are 

in  Vietnam  .  .  .  I  do  not 

believe  we  can 

cope  successfully  with  our 

economic  situation." 


defense  budget  of  around  $75  billion. 
This  has  produced  a  huge  federal  bud- 
get deficit  that  will  run  at  an  estimated 
$28  billion  for  this  year.  Now.  all  this 
spending  has  come  at  a  time  when  our 
economy  was  already  fully  utilized. 
There  are  no  surpluses  of  manpower 
and  production,  as  was  the  condition 
at  the  start  of  World  War  II.  So  we 


are  getting  inflation  in  our  prices  and 
we  are  getting  inflation  in  our  wages 
and  production  costs.  We  are  also  ex- 
periencing steady  increases  in  our  in- 
terest rates  as  business  seeks  capital 
to  accommodate  the  high  levels  of 
both  government  and  consumer  spend- 
ing. Now  this  has  had  an  international 
effect.  .  .  . 

Before  you  go  on.  aren't  you  ignor- 
ing the  steps  the  Johnson  Administra- 
tion has  taken  to  trim  this  deficit  and 
control  inflation  with  the  proposed  in- 
come-tax surcharge  and  budget  cuts 
for  the  next  fiscal  year? 

Eccles:  The  tax  surcharge,  if  it  passes 
Congress,  may  bring  in  additional  rev- 
enues of  $10  billion  and  slow  down 
consumer  spending  a  bit.  The  budget 
cuts  the  President  is  talking  about 
may  reduce  federal  expenditures  by 
around  $3  billion  or  so.  But  that  will 
still  leave  a  very  large,  war-inspired 
budget  deficit  of  between  $12  billion 
and  $15  billion. 

You're  saying  that  compared  with 
the  magnitude  of  the  Vietnam  thing, 
these  measures  are  chicken  feed? 
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NEW 

CATALYST 

PLANT 

GETS  CRACKING 

WITH  CRANE 


Manufacture  of  zeolite  cracking 
catalyst  for  petroleum  processing 
is  a  new  field  for  the  Minerals  & 
Chemicals  Division  of  Engelhard 
Minerals  &  Chemicals  Corporation. 
The  venture  required  a  new  plant 
at  Attapulgus,  Georgia  ...  a  highly 
automated  operation  with  a  num- 
ber of  flow  control  problems  Crane 
helped  solve. 

They  needed  a  lot  of  pumps,  to 
handle  a  wide  range  of  liquids — 
acids,  caustics,  oil,  refrigerated 
water,  wash  water — and  they 
hoped  to  get  them  from  a  single 
source  and  realize  substantial 
economies.  They  did.  Crane  de- 
livered 27  AVS  pumps  and  three 
general  purpose  end  suction  cen- 
trifugal pumps. 

And  the  economies  don't  stop 
with  delivery.  Maximum  inter- 
changeability  of  Crane  AVS  com- 


ponents assure  maintenance  sav- 
ings and  reduced  inventory  re- 
quirements. Maintenance  is  further 
simplified  by  Crane's  back  pull-out 
feature.  The  complete  rotating  as- 
sembly with  packing  box  cover  and 
impeller  is  easily  removed  without 
disturbing  piping  or  driver. 

Now  everything  is  flowing 
smoothly  for  the  Minerals  &  Chem- 
icals Division.  Chances  are,  your 
operation  is  different.  There's  a 
message  for  you  here  anyway.  If 
your  problem  concerns  flow  and 
its  control,  a  call  to  Crane  Co.  at 
300  Park  Avenue,  New  York  City, 
could  help  you  handle  it  with 
greater  ease,  safety  and  economy. 


CRANE 
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The  ocean. 

Some  people  swim  in  it. 

Some  people  invest  in  it. 

To  the  tune  of  eleven  billion  dollars  by  1970. 
Hayden,  Stone  brings  the  opportunities  to  the  surface. 


In  the  sea  and  under  it,  there  is  a  vast  storehouse  of 
resources.  Petroleum  and  natural  gas.  Minerals  and 
chemicals.  Enough  food  to  support  a  continuous  population 
explosion.  For  those  who  explore  and  invest  in  the  ocean's 
treasure,  there  could  be  exciting  years  ahead.  . 

The  probing  eye  of  Hayden,  Stone  research  maintains  a 
constant  watch  on  this  burgeoning  field.  Last  year— to 
translate  industry  facts  into  useful  investor  knowledge— we 
held  our  first  Oceanography  Forum.  A  panel  of  government, 
finance  and  industry  experts  reviewed,  in  depth,  the  history, 


progress  and  investment  potential  of  oceanic  resources. 

This  Forum,  one  of  a  continuing  series  highlighting 
significant  growth  areas,  is  but  one  example  of 
Hayden,  Stone's  depth  of  involvement  in  seeking  out 
investment  opportunities  in  listed  and  unlisted  securities, 
mutual  funds,  commodities  and  municipal  bonds. 
Want  information  about  profit  possibilities  in  oceanography? 
Send  for  Hayden,  Stone's  new  booklet  with  specific 
recommendations.  They're  based  on  our  Forum  as  well  as 
continuing  research  in  the  field. 
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EccLEs:  That's  right.  I  don't  think 
inflation  can  be  adequately  reduced 
with  a  deficit  of  that  size  in  a  wartime 
economy.  Nor.  to  get  on  with  my  dis- 
cussion of  the  international  effects,  do 
I  believe  the  Administration's  moves 
are  adequate  to  bolster  the  sagging 
confidence  abroad  in  the  value  of  our 
dollar.  This  is  another  major  crisis 
brought  on  by  our  involvement  in 
Vietnam. 

That's  due   to    Vietnam,   too? 

Ecct-Es:  Well,  to  begin  with,  we  have 
run  a  deficit  in  our  international  bal- 
ance of  payments  in  17  out  of  the 
past  18  years.  This  means  the  amount 
of  dollars  we  have  spent  and  invested 
in  other  countries  is  in  excess  of  what 
other  countries  have  spent  or  invested 
here.  As  a  result  there  has  been  built 
up  S30  billion  of  obligations  we  owe 
to  other  countries  due  in  one  year  or 
le>s. 

Recently  this  payments  deficit  has 
been  rising  in  rather  alarming  fashion. 
In  the  last  quarter  of  1967  this  defi- 
ciency ran  to  $1.8  billion:  for  the 
entire  year  it  was  approximately  $4 
billion.  This  deficiency  has  greatly 
shaken  the  confidence  of  the  world  in 
our  dollars,  which,  as  you  know,  many 
nations  hold  as  the  reserve  for  their 
own  currencies. 

Now.  our  huge  federal  deficit  and 
resulting  inflation  at  home  have  fur- 
ther aggravated  this  lack  of  confi- 
dence. Our  friends  abroad  are  right- 
fully concerned  about  the  purchasing 
power  of  their  dollars. 

They  are  especially  concerned  about 
the  value  of  the  dollars  they  own  when 
they  see  that  our  inflation  is  caused 
by  a  nonproductive  military  venture 
in  Vietnam  which  shows  no  indication 
of  quick  termination.  The  inevitable 
result  has  been  a  run  on  our  gold  to 
the  extent  that  our  national  gold  sup- 
ply has  been  reduced  by  nearly  $1 
billion  since  the  British  pound  was 
devalued  late  in  November. 

lyiiat  about  the  President's  recent 
measures  to  reduce  the  halance-of- 
payments  deficiency? 

EccLEs:  You  are  referring  to  the  cut- 
backs in  foreign  lending  of  banks  by 
$500  million,  the  reduction  of  the 
tourism  deficit  by  $500  million,  the 
$1  billion  reduction  in  foreign  invest- 
ment by  U.S.  capital  and  the  $500  mil- 
lion reduction  in  government  spend- 
ing abroad. 

This  is  the  program  where  the  Gov- 
ernment is  expecting  the  piivate  sec- 
tor to  absorb  $2  billion  of  the  cut 
while  it  proposes  to  absorb  only  $500 
million.  How  could  they  do  less! 


Don't  you  think,  though,  that  these 
measures  tend  to  bolster  confidence  in 
the  dollar? 

EccLES;  Johnson  had  little  choice. 
I'm  sure  our  friends  abroad  put  the 
"bee"  on  him.  Certainly  these  mea- 
sures will  have  a  direct  efl'ect  on  our 
balance  of  payments.  But  these  are 
strictly  emergency  measures;  they  will 
only  temporarily  ease  the  situation. 
They  do  not  really  get  to  the  heart 
of  the  matter — our  large  budget  defi- 
cit and  inflationary  pressure  at  home 
and  the  lack  of  confidence  both  at 
home  and  abroad  in  a  country  at  war. 
These,  I  believe,  will  continue  to  erode 
the  value  of  the  dollar  as  the  world's 
reserve  currency. 

Even  if  these  measures  are  made  in 
concert  with  a  tax  increase  and  cuts 
in  nondefense  spending? 

EcCLES:  Yes,  because  in  my  opinion 
the  tax  increase  and  the  budget  cuts 
will  be  too  small  to  make  a  truly  sig- 
nificant  reduction   in   the   inflationary 


pressures  and  psychology  brought 
about  in  a  country  at  war. 

How  about  sharp  cuts  in  the  bud- 
get? 

EccLEs:  That's  whistling  in  the  dark. 
You  simply  cannot  make  big  enough 
cuts  in  nondefense  spending  to  coun- 
ter the  efl'ects  of  the  war.  In  the  first 
place,  no  party  in  power  would  think 
of  making  nondefense  reductions  of 
the  size  that  would  be  required^ — 
especially  in  an  election  year. 

Actually,  there  is  a  growing  need  to 
increase  nondefense  spending  to  take 
care  of  problems  of  our  cities,  schools, 
transportation  and  foreign  economic 
aid — especially  in  Latin  America,  to 
prevent  the  spread  of  communism. 
We  are  way  behind  on  some  of  these 
needs  already,  and  the  war  is  prevent- 
ing us  from  catching  up. 

How  about  eliminating  some  of  the 
strictly  pork-barrel  appropriations  with 
which  congressmen  and  senators  favor 
one  another? 


All  Others,  Cash! 
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EccLEs:  They  are  chicken  feed;  they 
don't  amount  to  very  much.  Besides, 
some  of  those  expenditures  for  rivers 
and  harbors  are  justified  by  real  need. 
And  you  can't  accomplish  much  by 
chopping  away  at  things  like  Medi- 
care and  the  poverty  program.  They 
may  be  badly  administered,  but  even 
now  the  amount  of  money  being 
spent  on  them  is  a  pittance  com- 
pared with  what  we  are  spending  in 
Vietnam. 

How  about  putting  on  traditional 
wartime  measures  like  wage  and  price 
controls  to  combat  inflation?  Or  per- 
haps reviving  the   excess-profits   tax? 

EccLES:  Well,  you  could  do  these 
things,  but  they  would  be  impossible 
to  administer  under  present  conditions 
and  politically  impossible  to  legislate. 
And  they  would  not  be  a  solution  to 
the  problems  I  have  enumerated  be- 
fore. 

Can't  the  Federal  Reserve  do  some- 
thing about  inflation  by  tightening  the 
money  supply? 

EccLEs:  There  really  isn't  very  much 
the  Fed  can  do  in  the  present  instance. 
It  is  obligated,  as  an  arm  of  the  Fed- 
eral Government,  to  keep  enough  re- 
serves in  the  banking  system  so  the 
Treasury  can  finance  the  war  as  well 
as  refund  the  tens  of  billions  of  dollars 
of  its  obligations  falling  due  each  year. 
This,  of  course,  only  tends  to  fuel  the 
inflationary  fires.  Now,  if  the  budget 
were  balanced  and  the  debt  were  not 
so  high,  perhaps  the  Fed  would  be 
free  to  tighten  credit  under  inflationary 
conditions.  But  that  is  not  the  case 
right  now. 

This  did  not  prevent  the  Fed  from 
clamping  down  hard  on  the  money 
supply  in  1966,  when  our  Vietnam 
involvement  and  military  budget  were 
already  quite  large. 

EccLEs:  But  that  was  two  years  ago. 
The  budget  deficit,  even  then,  hadn't 
reached  nearly  the  size  it  has  now. 
Nor  was  inflation  so  evident  then.  You 
didn't  have  one  huge  wage  increase 
after  another  producing  a  cost-push 
type  of  inflation.  You  didn't  have  ris- 
ing prices  throughout  the  economy. 
Nor  was  our  balance-of-payments  defi- 
ciency as  acute  as  it  is  now.  It's  a  new 
ball  game  for  the  Fed  today. 

You  are  saying,  then,  that  the  fed 
is  powerless  under  present  conditions 
to  combat  inflation.  Could  the  Fed 
have  done  anything,  say,  three  or  five 
years  ago  to  prevent  the  current  out- 
break of  inflation? 


EccLEs:  No,  no,  no.  The  Fed  couldn't 
have  done  a  solitary  thing  that  would 
have  affected  the  situation  today.  The 
Fed  has  been  doing  a  good  job.  Now 
this  war  has  upset  the  whole  damn, 
show. 

You  don't  paint  a  very  hopeful  pic- 
ture. 

EccLEs:  Not  if  we  stay  in  Vietnam. 
As  I  mentioned  earlier,  the  problems 
are  not  just  economic.  As  long  as  the 
federal  budget  deficit  is  so  high  there 


"Our  friends  abroad  are 

rightfully  concerned  about 

the  purchasing  power  of 

their  dollars." 


is  little  our  Government  can  do  to 
combat  the  causes  of  violence,  riots 
and  crime  in  our  country,  especially 
in  the  cities.  It  can  make  little  progress 
toward  solving  problems  of  education, 
housing,  transportation,  air  and  water 
pollution  and  the  like. 

Already  we  have  had  to  cut  back 
on  our  foreign-aid  program,  in  no 
small  measure  because  of  our  war  ex- 
penditures. I  believe  that  foreign  eco- 
nomic aid  should  be  increased  in  back- 
ward countries,  not  decreased.  The 
best  way  to  fight  the  spread  of  com- 
munism is  through  foreign  aid,  not 
through   aggression. 

In  addition,  we  have  this  great  split 
among  our  populace  over  the  war, 
disenchantment  among  our  youth,  se- 
rious   divisions    within    our    political 


"There  really  isn't  much 

the  Fed  can  do  in  the 

present  instance." 


parties  and  a  growing  lack  of  con- 
fidence in  our  Government  both  at 
home  and  especially  abroad — as  wit- 
ness the  run  on  the  dollar. 

As  I  said  earlier,  all  of  this  broad 
spectrum  of  problems  can  only  ulti- 
mately be  solved  by  our  getting  out 
of  Vietnam.  Consider  what  that  would 
mean.  Vietnam  is  the  cause  for  the 
deficit  in  our  federal  budget,  the  need 
for  a  tax  increase,  the  heavy  spending 
that  is  causing  inflation.  These  prob- 
lems, in  turn,  are  behind  the  defi- 
ciency in  our  balance  of  payments, 
the  lack  of  confidence  in  the  dollar, 
the  run  on  our  gold  supply.  The  war 
is  the  main  cause  of  unrest  in  our 
colleges,  the  inability  to  cope  ade- 
quately  with   the   causes   of  violence 


in  the  cities  and  the  splits  in  our 
populace  and  our  political  parties. 

You  certainly  blame  a  great  deal 
on  this  one  factor.  Is  the  war  there 
all  bad? 

EccLEs:  In  my  opinion  there  is  every 
reason  to  get  out  of  Vietnam  and  no 
good  reason  to  stay  there.  But  one 
of  the  most  compelling  reasons  to  get 
out  is  so  that  this  country  can  main- 
tain its  world  leadership.  Losing  that 
position  would  tend  to  bring  about  a 
very  disruptive  economic  condition  in 
our  own  country  and  throughout  the 
western  world. 

The  world  needs  a  smoothly  oper- 
ating monetary  system  to  support  a 
rapidly  growing  world  trade  which 
would  result  in  a  world  at  peace.  The 
basis  for  such  a  system  must  be  gold 
and  the  dollar,  plus  adjustable  draw- 
ing rights  from  the  International  Mon- 
etary Fund. 

Now,  the  supply  of  gold  is  limited, 
so  a  strong  dollar  is  of  paramount 
importance.  Even  if  the  dollar  should 
be  devalued,  in  which  case  all  other 
countries  would  quickly  follow  suit, 
the  world  could  not  live  without  the 
dollar  to  carry  on  an  expanding  world 
trade.  The  dollar  is  needed  as  the  con- 
necting link  between  all  other  cur- 
rencies, so  the  threat  to  our  world 
leadership  caused  by  our  involvement 
in  Vietnam  is  critical. 

Do  you  think  the  President  will 
pull  out  or  pull  back  in  Vietnam? 

EccLEs:  Not  in  the  near  future.  Mr. 
Johnson,  Mr.  Rusk  and  their  Admin- 
istration have  gotten  themselves  so 
committed  and  deeply  involved  in 
Vietnam  that  they  must  save  face. 
Therefore  it  would  take  a  change  in 
administration  to  get  us  out. 

So  you  believe  that  a  change  in  ad- 
ministration is  the  only  realistic  solu- 
tion to  our  present  economic  prob- 
lems? 

EccLES:  Let  me  put  it  this  way:  As 
long  as  we  are  in  Vietnam  and  are 
spending  so  heavily  to  remain  there, 
I  do  not  believe  we  can  cope  success- 
fully with  our  economic  situation. 
Now,  getting  out  of  Vietnam  will  not 
suddenly  clear  away  all  our  national 
problems.  There  will  still  be  plenty  of 
them  left.  But  we  would  not  be  in 
the  same  dilemma  we  are  in  now. 

We  would  not  be  wasting  our  eco- 
nomic resources  in  a  nonproductive 
enterprise  that  we  cannot  win.  And 
make  no  mistake  about  it,  even  if  we 
are  victorious  militarily,  we  will  still 
lose.  Russia  and  China  are  only  too 
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fhousands  of  newlyweds  take  us  along. 


'  thousands,  that  is,  who  rent  a 
jm  Avis.  Because  Avis  is  now  a 
liary  of  ours. 

're  no  longer  solely  a  manufac- 
of  electronic  and  telecommuni- 
equipment.  It's  true  that,  in  the 
we  were  once  pretty  much  a 
facturing  company— and  not  an 
ially  big  one  at  that.  Now  we  have 
,  facilities  and  offices  in  over  200 
and  towns  in  all  50  states. 


Now  we're  very  much  in  the  service 
business,  too,  and  offer  car  rentals 
through  Avis,  financial  service  through 
ITT  Aetna  Finance  Company,  mutual 
funds  through  Hamilton  Management 
Corporation,and  life  insurance  through 
ITT  Hamilton  Life  insurance  Company. 

Now  you  can  have  your  car  parked 
by  our  Airport  Parking  Company  of 
America  (APCOA)  and  your  data  proc- 
essed by  ITT  Data  Services.  And  we 


serve  education  through  Howard  W. 
Sams  &  Company,  Inc. 

There's  a  good  reason  for  this  big 
change  in  us.  Judging  from  the  growth 
of  service  industries  in  the  United 
States  (they  account  for  over  half  the 
labor  force  and  national  income),  ser- 
vice is  something  you  want.  Now  we're 
well  equipped  to  give  it. 

International  Telephone  and  Tele- 
graph Corporation,  New  York,  N.Y. 


ITT 


happy  to  have  us  wasting  our  money 
and  manpower  over  there  and  damag- 
ing our  relations  with  the  rest  of  the 
world. 

A  quick  end  to  the  Vietnam  war 
would  play  hob  with  the  defense  in- 
dustry and  its  supporting  industries. 
Do  you  feel  that  some  of  the  support 
for  this  war  is  from  vested  interests? 

EccLEs:  I  think  one  of  the  real  great 
dangers  in  our  country  today  is  the 
influence  of  the  defense  establishment. 
Let's  face  it.  The  defense  industries 
like  the  business.  As  individuals  I'm 
sure  these  men  want  peace.  But  in 
running  their  companies  they  want 
peace  with  a  $75-billion  defense  bud- 
get, too.  These  companies  have  a  pow- 
erful voice  in  the  Government  and 
with  the  Congress.  Now  if  these  com- 
panies are  to  get  the  full  benefit  of 
their  superior  technology,  for  our  own 
people  as  well  as  others,  we  must  have 
peace  in  the  world.  We  have  the 
strength,  we  have  the  power  and  we 
have  the  capacity — if  directed  in  our 
own  enlightened  self-interest — to  win 
acceptance  as  a  world  leader  for  good. 

//  we  were  to  pull  out  of  Vietnam, 
what   would  happen?   Wouldn't  there 


be  a  swift  diversion  of  military  funds 
into  domestic  programs — with  little 
actual  reduction  in  inflation  and  the 
budget  deficit? 

EccLES:  It  would  take  time  to  divert 
the  larger  military  expenditures  into 
domestic  programs,  and  I  would  ex- 
pect a  leveling  out  more  than  an  in- 
flation. Johnson  couldn't  get  Congress 


"In  the  case  of  escalation 

(in  Vietnam)  our  economic 

problems  would  go  from 

bad  to  worse." 


to  appropriate  funds  that  quickly  or 
easily,  nor  would  he  probably  wish 
to.  But  with  the  war  it  is  different. 
Congress  has  no  choice  but  to  agree 
to  the  President's  requests  for  mon- 
ey. Our  boys  are  already  over  there, 
the  defense  contracts  have  been  signed, 
the  national  commitment  must  be  sup- 
ported. 

In  other  words,  you  think  that  some 
of  the  Vietnam  money  would  go  into 
nondefense  spending,  but  not  all  of  it. 
But  you  don't  favor  giving  all  of  the 


saving  back  to  the  public  as  a  tax  cut. 

EccLEs:  I'm  a  very  substantial  cap- 
italist. If  there  weren't  more  and  more 
federal  money  going  to  fill  domestic 
needs,  I  would  lose  confidence  in  my 
investments.  I  am  very  much  opposed 
to  inflation  as  well  as  deflation.  I 
favor  government  fiscal  and  monetary 
policy  as  the  way  to  maintain  pro- 
duction and  employment  at  satisfac- 
tory levels  on  the  basis  of  a  stable 
currency. 

And  if  the  war  goes  on  ...  ? 

EccLEs:  It  would  depend  on  whether 
it  was  a  continued  escalation  or  mere- 
ly a  holding  position.  In  the  case  of 
escalation,  our  economic  problems 
would  go  from  bad  to  worse.  In- 
creased controls,  war  taxation  and  a 
much  larger  military  establishment 
would  be  necessary.  But  if  we  discon- 
tinued our  bombing  and  our  search- 
and-destroy  ground  action  and  adopted 
a  holding  position,  negotiations  bring- 
ing about  a  peaceful  settlement  would 
in  my  opinion  ultimately  develop.  In 
that  case  a  tax  increase  would  not  be 
necessary,  and  sufficient  budget  cuts 
could  be  made  to  curb  inflationary 
developments.  ■ 


This  announcement  appears  as  a  matter  of  record  only. 
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Drugs:  An  Epidemic  of  Law  Suits? 

Five  of  the  biggest  U.S.  drugmakers  have  lost  a  court 
decision  that,  if  upheld  on  appeal,  could  cost  hundreds 
of  millions  of  dollars.  The  other  costs  could  be  higher. 


Without  fanfare,  and  with  surpris- 
ingly little  press  notice,  five  of  the 
leading  companies  in  a  large  and 
highly  profitable  U.S.  industry  have 
suffered  a  considerable  setback,  not 
only  for  themselves  but  for  the  indus- 
try of  which  they  are  a  part. 

The  industry  is  pharmaceuticals, 
which,  according  to  Forbes'  20th  An- 
nual Report  on  American  Industry, 
is  probably  the  leader  in  profitability 
among  all  U.S.  industries  since  the 
end  of  World  War  II.  The  companies 
are:  American  Cyanamid.  through  its 
I.ederle  Laboratories  division;  Chas. 
Pfizer  &  Co.;  Bristol-Myers,  through 
its  Bristol  Laboratories  division;  Up- 
john Co.;  and  Squibb,  now  a  part  of 
Squibb  Beech-Nut.  Cyanamid,  Pfizer 
and  Bristol  were  convicted  last  De- 
cember in  the  Federal  District  Court 
for  southern  New  York  of  conspiring 
to  rig  the  price  of  the  broad-spectrum 
antibiotic,  tetracycline.  Upjohn  and 
Squibb  were  listed  as  co-conspirators, 
though  not  officially  convicted,  and 
thereby  became  vulnerable  to  private 
antitrust  damage  suits. 

The  King.  Among  the  so-called 
"wonder"  drugs,  tetracycline  is  useful 
against  a  wide  range  of  harmful  or- 
ganisms. It  is  the  largest-selling  drug, 
with  retail  sales  valued  at  around  $150 
million  a  year.  In  its  early  variant  of 
oxytetracycline  (brand  name.  Terra- 
mycin),  it  was  the  product  that  en- 
abled Pfizer  in  the  late  Forties  and 
early  Fifties  to  transform  itself  from 
a  smallish  Brooklyn,  N.Y.  specialist 
in  fermentation  chemistry  into  a  ma- 
jor wide-line  pharmaceutical  house. 
Including  its  early  variant  of  chlor- 
tetracycline  (brand  name,  Aureomy- 
cin),  it  enabled  Lederle  Labs  for  years 
to  supply  the  bulk  of  American 
Cyanamid's  earnings.  It  probably  was 
the  one  thing  that  enabled  Bristol- 
Myers,  then  as  now  primarily  a  pro- 
ducer and  merchandiser  of  pro- 
prietaries and  cosmetics,  to  keep  a 
toehold  in  the  ethical  drug  field. 

The  companies  were  charged,  in 
an  antitrust  suit  initiated  by  the  Jus- 
tice Department,  with  conspiring  to 
maintain  an  artificially  high  price  on 
tetracycline  and  keep  competitors  out. 
To  support  its  charge,  the  Govern- 
ment entered  as  evidence  the  iden- 
tical and  unchanging  prices  for  tetra- 
cycline quoted  by  all  the  companies 
over   a   period   of   years,   even    when 


production  costs  were  going  down. 
For  example,  Cyanamid's  original 
cost  in  1954  was  put  at  $2.26  per 
100  capsules  of  250  mg.  each;  the 
price  to  retailers  was  $30.60  per  bottle. 
By  1960  Cyanamid  was  said  to  have 
got  the  production  cost  down  to  $1.56, 
but  the  price  to  retailers  was  still 
$30.60. 

All  Together.  The  two  early  vari- 
ants of  tetracycline,  Pfizer's  Terra- 
mycin  and  Cyanamid's  Aureomycin, 
were  discovered  by  trial-and-error 
techniques — that  is,  by  cultivating 
one  microorganism  after  another  to 
see  if  the  resulting  product  would 
kill,  or  at  least  inhibit  the  growth  of, 
other  known  harmful  microorgan- 
isms. Both  companies  immediately 
pressed  research  efforts  to  determine 
the  structure  of  their  respective  com- 
pounds, and  both  soon  began  to  sus- 
pect that  Terramycin  and  Aureomycin 
were  basically  variants  of  a  more  gen- 
eral form. 

In  1953  both  Pfizer  and  Cyanamid 
applied  for  a  basic  patent  on  tetra- 
cycline. The  patent  scramble  set  the 
stage  for  a  whole  series  of  meetings  in 
the  mid-1950s  between  John  E.  Mc- 
Keen,  then  president  and  chief  execu- 
tive of  Pfizer,  and  Dr.  Wilbur  G. 
Malcolm,  his  opposite  number  at 
Cyanamid.  The  men  admitted  the 
meetings  but  denied  any  conspiracy; 
the  Government  contended  that  dur- 
ing these  meetings  an  agreement  was 
reached  whereby  whoever  got  the 
tetracycline  patent  would  automati- 
cally license  the  other  and  then  keep 
everybody  else  out.  But  whichever 
view  is  correct,  the  fact  is  that  as 
soon  as  Pfizer  was  granted  the  patent 
it  licensed  Cyanamid  and  then,  to 
speed  Pfizer's  own  entry  into  tetra- 
cycline sales,  ordered  10,000  kilos  of 
tetracycline  from  Cyanamid  for  near- 
ly $4  million. 

The  other  three  companies  in  the 
suit  got  into  it  peripherally.  Bristol- 
Myers  was  having  a  hard  time  main- 
taining its  ethical  drug  division,  Bristol 
Laboratories,  when  its  main  product 
was  penicillin,  which  was  unpatented 
and  therefore  subject  to  price  erosion. 
Bristol  discovered  a  somewhat  differ- 
ent way  of  making  tetracycline,  which 
it  later  sold  in  bulk  to  Squibb  and 
Upjohn.  Pfizer  sued  Bristol  for  patent 
infringement  but  then  backed  off.  In 
the  end,  Bristol  was  granted  a  license. 


Hot-Seat  occupants  in  the 
federal  case  against  manufac- 
turers of  the  widely  used  anti- 
biotic, tetracycline  were  Wil- 
bur G.  Malcolm  (above), 
former  president  of  Ameri- 
can Cyanamid,  and  John 
E.  McKeen  (below),  former 
president   of   Charles  Pfizer. 
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First  Cost.  The  companies  in  th; 
case  are  not  giving  an  inch  on  their 
position.  "It  defies  the  wildest  imag- 
ination that  the  jury  could  have  un- 
derstood all  the  technical  details  in 
this  case,"  said  a  Cyanamid  lawyer. 
"The  Government  got  a  lot  of  mile- 
age out  of  material  that  technically 
wasn't  pertinent  to  the  case  but  which 
was  appealing  to  the  jury."  Pfizer  is- 
sued an  angry  statement:  "We  dis- 
agree with  and  are  deeply  disappointed 
by  the  verdict.  The  verdict  .  .  .  could 
only  be  based  upon  unjustified  infer- 
ences and  suspicion.  No  direct  proof 
of  conspiracy  has  been  offered.  .  .  . 
Each  of  the  steps  taken  by  Pfizer  in 
marketing  its  broad-spectrum  anti- 
biotic products  was  based  on  normal 
and   independent   business   practices." 

The  fact  remains  that  if  the  ver- 
dict is  sustained  on  appeal,  the  com- 
panies involved  could  well  be  in  a 
situation  not  unlike  that  which  Gen- 
eral Electric  and  Westinghouse  faced 
some  seven  years  ago  after  the  price- 
fixing  case  in  electrical  equipment. 
That  is,  they  will  face  a  swarm  of 
treble-damage  suits  in  which  their 
basic  guilt  is  legally  assumed  because 
of  the  conspiracy  conviction. 

A  single  Washington  attorney  is 
already  representing  New  York  City 
in  a  $25-million  suit;  Florida  for  $15 
million;  Texas  for  $10  million;  and 
Wisconsin  for  $8  million.  The  states 
of  Iowa  and  Maryland  have  filed  in- 
dependent suits  for  several  million  dol- 
lars each.  "This  thing  could  come  to 
hundreds  of  millions  of  dollars,"  said 
a  Beverly  Hills  lawyer  who  has  filed 
suit  for  a  drug  wholesaler,  a  drug  re- 
tailer and  a  chain  of  proprietary  hos- 
pitals. "If  we  win,  there  will  be  hun- 
dreds more  pouring  in  to  collect  their 
damages." 

This  gloomy  prospect  would  van- 
ish, of  course,  if  the  District  Court's 
verdict  were  reversed  on  appeal.  But 
as  every  good  antitrust  lawyer  knows, 
the  Supreme  Court  has  traditionally 
been  much  tougher  than  the  lower 
courts  in  such  antitrust  suits. 

Industry  Cost.  As  serious  as  an  up- 
holding of  the  verdict  could  be  for 
the  companies  involved,  the  long-run 
cost  could  be  even  greater  for  the 
pharmaceutical  industry.  Despite  much 
grumbling  on  the  part  of  the  drug  pur- 
chasers, the  industry  has  been  able  to 
remain  a  high-profit  one. 

But  what  if  the  recent  conspiracy 
verdict  is  upheld?  It  would  open  the 
door  to  endless  lawsuits  and  costly 
settlements.  It  would  certainly  make 
the  job  easier  for  those  like  Sen.  Rus- 
sell B.  Long  (Dem.,  La.)  who  have 
been  pushing  legislation  to  require 
the  sale  of  drugs  by  generic  rather 
than  brand  names.   ■ 
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Next  on  the  Agenda 

The  Pure  Oil  acquisition  settled  the  question  of 
Union's  survival.  Next  problem:  finding  oil  abroad. 


"Don't  talk  to  me  about  what  hap- 
pened yesterday,"  snaps  Fred  L.  Hart- 
ley, president  of  Los  Angeles'  Union 
Oil  Co.  of  California.  "Let's  talk 
about  what's  going  to  happen  to- 
morrow." 

What  Hartley  doesn't  like  to  talk 
about  is  the  period  when  Union  saw  its 
return  on  stockholders'  equity  drop 
below  6%  in  the  late  1950s.  Hartley 
can  be  proud  of  the  role  he  has  played 
in  bringing  Union's  earnings  back  into 
a  respectable  range.  As  the  man  placed 
in  charge  of  revamping  its  marketing 
setup  in  1960,  he  was  instrumental  in 
getting  the  return  up  to  around  10% 
by  the  time  he  was  named  president 
in  1964.  But  still  the  company  faced 
some  rather  pressing  immediate  prob- 
lems when  he  took  over.  As  a  regional 
producer.  Union  was  extremely  vul- 
nerable to  the  price  wars  that  periodi- 
cally lacerated  its  West  Coast  market. 
Its  regional  strength  also  made  it  an 
attractive  takeover  candidate.  Both 
Gulf  Oil  and  PhilHps  Petroleum  were 
eager  to  acquire  Union  as  a  means  of 
gaining  entry  into  the  lucrative  West 
Coast  market. 

Hartley  solved  both  problems  by  ac- 
quiring the  Pure  Oil  Co.  for  $650 
million  in  stock  back  in  1965.  Pure 
added  13,000  outlets  in  25  midwestern 
and  southeastern  states,  moved  Union 
into  fifth  place  (with  1967  revenues 
of  $1.7  billion)  among  the  U.S.  do- 
mestic oil  companies.  Now  Union  is 
truly  a  national  marketer. 

Lost  Time.  But  like  most  other  do- 
mestic oil  companies.  Union  is  short 
of  crude  and  has  to  buy  a  third  of  its 
requirements  from  internationals  and 
independent  producers.  And  this  is  es- 
pecially pressing  because  Hartley  be- 
lieves that  in  a  decade  or  two  the 
U.S.,  where  Union  gets  most  of  its 
oil,  will  face  an  over-all  shortage.  By 
1980  Hartley  predicts  that  U.S.  con- 
sumption will  have  seriously  out- 
stripped supply. 

That,  of  course,  leaves  only  one 
way  out:  Find  oil  abroad. 

Union's  preoccupation  with  prob- 
lems at  home  prevented  it  from  fol- 
lowing Marathon  and  Continental 
overseas  in  the  late  Fifties  and  early 
Sixties.  In  the  past  three  years,  how- 
ever, Hartley  has  been  moving  heaven 
and  earth  to  make  up  for  lost  time. 
Union's  international  division,  formed 
in  1966,  has  launched  a  massive  ex- 
ploration and  development  program 
in  the  Middle  East,  Africa,  Canada, 
Italy,   Thailand,   Honduras,   Australia 


and  Nicaragua  that  cost  an  estimated 
$35  million  last  year  alone. 

Union's  tardiness  in  going  overseas 
may  have  spared  it  at  least  one  dis- 
advantage: It  may  thereby  escape  the 
-  worst  of  the  pricing  problems  that 
have  beset  Marathon  and  Continental 
in  recent  years.  Overflowing  with 
North  African  crude,  both  companies 
have  been  forced  to  unload  their  out- 
put at  rockbottom  prices  in  Europe. 
For  Union,  the  problem  is  theo- 
retical so  far.  Turning  exploration  into 
producing  wells  takes  time,  and  so  far, 
Union's  actual  production  is  still  rela- 
tively small.  In  order  to  insure  Union's 
future.  Hartley  had  to  sacrifice  as 
much  as  45  cents  per  share  last  year 
(Union's  1967  earnings:  roughly 
$4.30-$4.40  a  share)  to  go  searching 
for  oil  abroad.  "We  could  have  in- 
creased our  earnings  by  anywhere 
from  $7  million  to  $12  million  by  not 
having  these  overseas  programs,"  Hart- 
ley says.  "But  if  we  did,  where  would 
we  be  ten  or  15  years  from  now?" 

The  Reprieve.  Fortunately,  the  need 
for  foreign  crude  has  been  reduced 
temporarily  by  an  unexpected  increase 
in  Union's  domestic  production.  New 
crude  has  begun  flowing  from  Union's 
new  wells  in  Cook  Inlet  in  Alaska,  and 
additional  supplies  have  been  brought 
in  from  offshore  drilling  along  the 
coast  of  California  and  from  the  use 
of  secondary  recovery  methods  at 
older  wells.  "Ten  years  ago,"  Hart- 
ley says,  "we  never  thought  this  would 
happen.  We  thought  that  by  this  time 
40%  of  the  oil  on  the  West  Coast 
would  have  to  be  coming  from 
abroad." 

As  a  result.  Union  has  been  able  to 
show  solid  profit  increases  for  the  past 
few  years  despite  its  tardiness  in  go- 
ing abroad.  But  the  gains  have  slowed 
down  as  the  overseas  investments  in- 
creased, a  development  that  Hartley 
concedes  was  inevitable.  After  rising 
42%  in  1965,  Union's  per-share  earn- 
ings rose  22%  in  1966  and  close  to 
10%   in  1967. 

"The  supplies  from  Cook  Inlet,  off- 
shore California  and  secondary  re- 
covery are  not  going  to  be  enough," 
said  Hartley.  "They  are  only  bubbles 
in  the  over-all  decline.  For  Union  to 
survive,  it  has  to  have  more  of  its 
own  resources,  and  that  is  going  to 
mean  some  sacrifice  in  profits."  In 
talking  like  this,  Hartley  is  really  not 
being  pessimistic.  He's  just  reminding 
people  that  you  can't  build  a  great 
company   without   paying  a  price.    ■ 
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71  PRODUCTS  FOR  UTILITIES 


Of  the  many  Porter  products,  71  are  manufactured  for  the  utility 
industry  alone... from  structural  angles  to  hot-rolled  bars... from 
bus  to  transformers  to  high-voltage  switches... from  pipe  fittings 
to  hand  tools  to  refractories... from  conveyor  belting  to  insulating 
tape.  Call  Porter.  Pittsburgh,  Pennsylvania. 


H.  K.  PORTER  COMPANY,  INC. 
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The  Closed-Ends  Look  Up 

Their  discounts  have  narrowed.  Has  their  performance 
simply  improved?  Or  is  the  market  climate  changing? 


Anything  can  and  often  does  hap- 
pen in  the  stock  market,  of  course, 
and  just  now  it's  happening  to  the 
closed-end  investment  companies.  Un- 
like mutual  funds,  whose  shares  are 
issued  directly  in  any  quantity  by  the 
fund,  a  closed-end  fund  has  only  a 
specified  number  of  outstanding  shares, 
which  are  traded  on  the  exchanges  or 
over-the-counter.  Depending  on  the 
way  investors  feel,  closed-end  shares 
sell  at  either  a  discount  from  or  pre- 
mium over  their  underlying  net  asset 
value. 

Investor  feeling  about  closed-ends 
must  be  warming,  because  the  average 
discount  has  narrowed  to  less  than  4% 
vs.  14%  a  year  ago.  For  what  it's 
worth,  the  last  time  investors  felt  this 
warm  about  closed-end  companies  was 
in  December  1961,  just  before  the 
spring  1962  market  crash. 

Puzzle.  "I've  never  been  able  to 
quite  understand  it;  there  doesn't 
seem  to  be  any  pattern  that  makes 
sense,"  remarked  President  Gardner 
D.  Stout  of  the  $67-million  Dominick 
Fund  late  last  month.  "You  might 
think  that  in  periods  of  extreme  mar- 
ket weakness  the  discount  would  tend 
to  narrow,  because  people  would  con- 
tinue their  buying  programs  while  the 


liquidating  value  went  .down.  And  at 
moments  of  great  boom  the  discount 
would  be  much  bigger.  But  it  isn't.  It 
just  seems  to  be  the  reverse." 

For  all  of  Stout's  doubts  about  the 
discount-premium  situation,  it  seems 
fairly  obvious  why  the  Dominick  Fund 
went  from  a  26%  discount  to  a  slight 
premium  in  1 1  months.  Last  year 
three  stocks — IBM,  Burroughs  and 
Xerox — yielded  him  a  paper  profit  of 
$8.7  million.  As  Stout  said,  "If  you 
only  have  30  stocks  to  watch  and 
you're  right,  you're  much  righter." 
He  was  right  enough  in  1967  to  re- 
ward Dominick  stockholders  hand- 
somely: The  price  of  the  stock  went 
up  over  50% . 

The  biggest  winner  in  the  current 
premium  race,  however,  is  Frederick 
F.  Robinson's  National  Aviation  Corp. 
At  its  recent  price  of  52,  his  fund  is 
selling  at  an  astounding  33%  pre- 
mium. "In  my  opinion  it's  really  ri- 
diculous," said  Robinson  last  month. 
"We  have  55%  of  our  assets  in  90- 
day  paper." 

But  if  these  two  funds  out-per- 
formed the  rest,  they  were  not  swim- 
ming against  the  tide.  Every  closed- 
end  surveyed  reduced  its  discount  in 
the    last    11    months.    Tri-Continental 


went  from  a  discount  of  25%  to  15%; 
U.S.  &  Foreign  Securities  from  29% 
to  16%;  Adams  Express  from  11% 
to  6% ;  Lehman  from  a  discount  of 
9%   to  a  premium  of  11%. 

"At  first  I  thought  that  the  higher 
year-end  distributions  were  the  rea- 
son," said  Robert  J.M.  Wilson,  presi- 
dent ^of  General  Public  Service.  "But 
now  I  think  that  it  may  be  a  sign  that 
the  market  climate  is  changing,  an 
awareness  that  there  were  good  values 
when  they  were  selling  at  discounts." 

Performance  Helps.  It's  true  that 
closed-end  funds  are  bought  rather 
than  sold.  "Closed-end  investors  are 
much  more  sophisticated  because  they 
have  to  search  us  out,"  said  Domi- 
nick's  Stout.  "The  whole  closed-end 
industry  is  not  big  enough  to  put  on 
a  big  program  saying  'buy  us  because 
we  are  selling  at  a  discount.'  Also,  we 
might  not  be  selling  at  a  discount  when 
the  fellow  decides  to  buy." 

At  the  same  time,  there  is  no  doubt 
that  improved  results  have  helped.  In 
the  latest  1 1  months,  the  average 
closed-end  outperformed  the  Standard 
&  Poor's  500-stock  average  by  nearly 
five  percentage  points,  or  15.3% 
vs.  10.5%.  To  make  sure  that  price 
per  share  was  no  bar  to  buyers,  Leh- 
man Fund  split  its  stock  2-for-l  last 
November,  while  Dominick  Fund  and 
General  American  Investors  will  vote 
on  a  2-for-l  split  and  a  50%  stock 
dividend,  respectively  within  the  com- 
ing   months.     Explained     Dominick's 


Closed-End  Investment  Companies:  A  FINANCIAL  PROFILE 


Total 

Net 

Assets 

(millions) 

1967-68 
Price 
Range 

17%-13 
34    —27 
181/8— 141/4 

Dividends 
, —  Latest  12  months  — 
Capital          Investment 
Gains              Income 

$1.02t         $0.37t 
1.90            0.90 
0.99            0.51 

Company 

Abacus  Fund 
Adams  Express 
American  international 

Price 
1/12/68 

165/8 
313/4 

18 

Increase* 

over 
2/10/67 

29.5% 

22.4 

26.6 

Net 

Asset 

Value 

1/12/68 

$19.05 
33.77 
19.21 

Increase' 

over 
2/10/67 

18.2% 

15.2 

14.1 

Premium 

or 
Discount 
1/12/68 

$  48.0 

134.1 

61.1 

-12.7% 

-  6.0 

-  6.3 

20.8 

67.2 

107.8 

303/4—26% 
34    —201/8 
421/8—301/8 

1.19 
1.79 
2.70 

0.96 

0.41 
0.72 

Carriers  &  General 
Dominick  Fund 
General  American 

30% 

325/8 

41 

12.8 
57.2 
33.3 

37.01 
32.12 
40.56 

10.6 

14.7 
14.5 

-18.0 
+  1.6 
+  1.1 

117.5 

90.0 

481.4 

7     -  51/2 

183/4-14 
25y8— 183/4 

0.44 
1.15 
0.84 

0.20 

0.575 

0.355 

General  Public  Service 
International  Holdings 
Lehman  Corp. 

6V4 
18 

21% 

25.0 
21.0 
36.7 

7.51 
21.73 
19.73 

13.9 
12.3 
13.0 

-10.1 
-17.2 
4-10.9 

308.5 
112,5 
107.8 

313/4-21% 
54    —401/8 
251/4-17 

3.06** 

4.94 

0.865 

0.70 
1.19 
0.46 

Madison  Fund 
National  Aviation 
Niagara  Shares 

313/4 

52 
243/4 

43.5 
21.3 
40.9 

25.70 
39.01 
25.67 

30.9 

4.2 

19.2 

+23.5 
+33.5 
-  3.6 

60.3 

76.4 

608.8 

243/8—185/8 

251/2—153/4 
32^8-221/4 

1.13 

0.04t 

2.10 

0.71 

0.60t 

0.92 

Petroleum  Shares 
Standard  Shares 
Tri-Continental 

221/4 

225/8 
315/8 

21.5 
37.4 
28.4 

23.25 
27.96 
37.00 

17.6 
31.1 
12.5 

-  4.3 
-19.1 
-14.5 

171.7 
132.8 

117/8—   85/8 

353/4-273/4 

0.10 
2.37 

0.40 
1.09 

United  Corp. 

U.S.  &  Foreign  Securities 

Average  for  17  Closed-Ends 
Standard  &  Poor's  500 

11% 
343/4 

21.3 
23.7 

29.6 
10.5 

13.25 
41.19 

14.8 
3.7 

15.3 
10.5 

-10.3 
-15.6 

*.!.?^!,",'!o!  '^fPl*^L?f'"^''iJ'''5li**''  ^"'■'"^  ^^^  P^'^'O''-    tRepresents  market  value  of  distribution  of  portfolio  securities, 
tal  gains,   xib  cents  of  the  60  cents  represents  market  value  of  distribution  of  portfolio  securities. 


'Includes  29  cents  short-term  cap!- 
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balanced  transportation  facilities 
tter  community  services  of  all 
s.  But  improvements  cost  money. 

providing  capital  at  the  lowest 
ibie  cost  takes  experience,  knowl- 
;,  and  ingenuity. 

jre  is  where  White,  Weld  can  help 
i  your  problem. 


t  \J\Jl         \.«^^IIIIIIUIIII.ll 


of  the  way:  From  the  early  planning 
stages,  to  the  final  pricing  and  market- 
ing of  the  bonds. 

Our  qualifications:  In  1967,  we  man- 
aged or  co-managed  $1  billion  in  mu- 
nicipal financings.  And,  in  recent  years, 
have  been  retained  as  financial  advisor 
or  investment  banker  by  over  40  mu- 
nicipalities and  authorities. 

We  don't  have  a  one-track  mind 
about  municipal  finance.  So  we  can 
approach  your  transportation  problems 


ready  to  undertake. 

White, Weld  &  Co. 

Established  1895  •  Members  New  York  Stock  Exchange 

White,  Weld  &  Co.  Incorporated 

20  BROAD  STREET,  NEW  YORK,  N.  Y.  10005 
New  York      Boston      Chicago       Philadelphia       Los  Angeles 
San  Francisco  New  Haven  Minneapolis  Hartford 

Hagerstown/Zurich      London      Paris      Caracas      Hong  Kong 


Vanishing  Discounts 


Abacus  Fund 
Adams  Express 
American  International 
Carriers  &  General 
Dominick  Fund 
General  American 
General  Public  Service 
International  Holdings 
Lehman  Corp. 
Madison  Fund 
National  Aviation 
Niagara  Share 
Petroleum  Corp 
Standard  Shares 
Tri-Continental 
United  Corp. 
U.S.  &  Foreign  Securities 


Normally  the  shares  of  closed-ends 
sell  at  substantial  discounts  from 
net  asset  value,  but  the  discounts 
have  narrowed  sharply  over  the 
past  few  months,  and  five  of 
the  stocks  now  sell  at  premiums. 


30     25    20     IS     10     5       0      5      10     15     20     25    30    35 


Stout,  "It  seemed  to  us  the  average 
seHing  price  of  mutual  funds  was  a 
good  deal  lower  than  we  were."  One 
observer  claims  that  Tri-Continental 
helped  close  the  discount  by  giving 
its  stockholders  the  option  to  receive 
the  capital  gain  distribution  them- 
selves, instead  of  having  the  fund  re- 
tain it  and  pay  the  tax  on  the  stock- 
holders' behalf. 

Does  all  this  suggest  the  end  of 
closed-end  discounts?  "Certainly  not," 
said  Stout.  "You  always  have  had  the 
discount,  and  I  don't  see  any  magic 
today  that's  different  from  any  other 
time.  I  would  never  pay  a  premium. 
It  makes  absolutely  no  sense  to  me. 
Why  pay  more  than  these  things  are 
worth?"  Fred  Robinson  put  it  more 
forcefully:  "The  only  advice  I  can 
give  you  is  don't  buy  National  Avia- 
tion shares  now,  for  we'll  be  selling  at 
a  discount  again  some  day."  ■ 


OLIN  MATHIESON  CHEMICAL  CORPORATION 


has  spun  off  its  wholly-owned  subsidiary 


E.  R.  SQUIBB  &  SONS,  INC. 


which  has  merged  with 


BEECH -NUT  LIFE  SAVERS,  INC. 


to  form 


SQUIBB  BEECH -NUT,  INC. 


We  assisted  E.  R.  SQUIBB  &  SONS,  INC. 
in  the  program  leading  to  these  transactions. 


DONALDSON,  LUFKIN  &  JENRETTE,  INC. 

ASSET     MANAGEMENT     SERVICES 
NEW   YORK   •    BRUSSELS 


This  may  well  be 

the  best  advertisement 

we  will  run  all  yeai: 


^1784 

ASSETS 

Cash  and  Due  from  Banks $    903,231,700 

Investment  Securities 

United  States  Government 

Securities  301,172,900 

State  and  Municipal 

Securities      200,807,700 

Other  Securities 26,460,000 

528,440,600 

Municipal  Trading  Account, 

at  cost  97,140,700 

Loans,  after  deducting  Reserve 

for  Possible  Loan  Losses 

of  $38,216,000  1,715,270,100 

Federal  Funds  Sold        2,850,000 

Customers'  Liability  for 

Acceptances          66,819,200 

Investments  in  Unconsolidated 

Subsidiaries,  at  cost                  12,683,300 

Banking  Houses  and  Equipment ....  26,186,500 

Other  Assets  38,617,800 

TOTAL  ASSETS      $3,391,239,900 


LIABILITIES 

Deposits: 

Demand  Deposits  $1,893,027,100 

Savings  and  Time  Deposits 1,030,333,600 

Total    $2,923,360,700 

Funds  Borrowed  5,414,000 

Federal  Funds  Purchased  59,475,000 

Acceptances  Executed  Less  Those 

Held  for  Investment  67,440,500 

Provision  for  Accrued  Taxes,  Other 

Expenses,  and  Dividends  27,507,400 

Unearned  Income  9,161,100 

Other  Liabilities  1^054,400 

Total  Liabilities  $3,093,413,100 

Capital  Accounts 

Capital  Stock  (6,000,000  shares 

authorized  and  outstanding, 

par  value  $12.50)  75,000,000 

Surplus     155,000,000 

Undivided  Profits  42,352,700 

Reserve  for  Contingencies 25,474, 1 00 

Total  Capital  Accounts  $    297,826,800 

TOTAL  LIABILITIES  AND 

CAPITAL  ACCOUNTS $3,391,239,900 


184^^  Annual  Report 
from  The  First  Team 

The  First  National  Bank  of  Boston  /  Condensed  Statement  of  Condition 
Covering  all  Offices  and  Overseas  Branches  as  of  December  31,  1967 

The  figures  of  Old  Colony  Trust  Company,  which  is  beneficially  owned  by  the  shareholders  of  The  First  National  Bank  of  Boston,  are 
not  included  in  the  above  statement.  The  First  National  Bank  of   Boston  is  a  member  of  the  Federal  Deposit  Insurance  Corporation. 
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NEW  ISSUE 


January  19. 1968 


100,000  Shares 

Tiffany  and  Company 


Common  Stock 

(Par  Value  $1  Per  Share) 


Price  $30.50  Per  Share 


This  announcement  constitutes  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy 
these  securities.  The  offering  is  made  only  by  the  Prospectus,  copies  of  which  may  be  obtained 
in  any  Slate  from  such  of  the  undersigned  as  may  lawfully  offer  these  securities  in  such  Slate. 


Smith,  Barney  &  Co. 

Incorporated 


Drexel  Harriman  Ripley 

Incorporated  •*■         * 

Eastman  Dillon,  Union  Securities  &  Co, 
Kidder,  Peabody  &  Co. 

Incorporated  ^ 

Paine,  Webber,  Jackson  &  Curtis 
White,  Weld  &  Co. 


The  First  Boston  Corporation 

Goldman,  Sachs  &  Co. 

Lehman  Brothers 

Wertheim  &  Co. 

Dean  Witter  &  Co. 


NEW   ISSUE 


o  w*Li  oiiNEv  ntooi;crio.v9 


This  is  not  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 

January   18,  1968 

$40,000,000 

Walt  Disney  Productions 

4V2%  Convertible  Subordinated  Debentures  due  January  15,  1993 

Convertible  into  Common  Stock  at  $63  per  Share 


Price  100% 

(Plus  accrued  interest  from  January  15,  1968> 


Copies  of  the  Prospectus  may  ke  obtained  in  any  Stale  in  which  this 
announeemeni  is  cireulaled  from  only  such  of  the  underwriters,  including 
the  undersigned,  as   may  lawfully  ogcr  these  securities  in  such  Slate. 


Drexel  Harriman  Ripley 

Inirorporatcd 

Glore  Forgan,  Wm.  R.  Staats  Inc. 


Kidder,  Peabody  &  Co.  Lehman  Brothers 

Incorporated 

BIylh  &  Co.,  Inc.  The  First  Boston  Corporation 

Eastman  Dillon,  Union  Securities  &  Co. 

Goldman,  Sachs  &  Co.  Homblower  &  Weeks-Hemphill,  Noyes  Lazard  Freres  &  Co. 

Loeb,  Rhoades  &  Co.  Paine,  Webber,  Jackson  &  Curtis  Salomon  Brothers  &  HuUler 

Smith.  Barney  &  Co.  Stone  &  Webster  Securities  Corporation  Wertheim  &  Co. 

IfKorponitMS 

White.  Weld  &  Co.  Dean  Witter  &  Co.  Paribas  Corporation 


Life  with  Esquire 

It's  changed,  but  it's  both 
profitable  and  independent. 

What's  Esquire,  Inc. — a  magazine? 
Ves,  but  today  it's  also  a  profitable 
($3.5-million  earnings  on  $40-million 
revenues  in  1967)  midget  conglomer- 
ate that  is  only  one-third  publishing. 
And  above  all,  it's  still  independent. 
•_  Life  wasn't  easy  for  it  in  the  Fifties 
and  early  Sixties.  Television  took 
readers'  time  and  advertisers"  dollars 
away  from  its  magazines — Esquire. 
Coronet  and  Apparel  Arts — while  Es- 
quire was  challenged  by  a  brash  up- 
start named  Playboy.  President  Abe 
L.  Blinder  converted  Apparel  Arts  in 
1957  from  a  trade  publication  to 
Gentlemen's  Quarterly  for  consumers, 
and  in  1961  interred  Coronet.  Esquire 
was  saved  by  giving  up  its  old  girlie 
domain  to  Playboy  and  substituting 
daring  reportage  and  fiction. 

Meanwhile,  the  company  itself  was 
going  into  and  out  of  real-estate  deals, 
radio  broadcasting,  credit  cards  and 
the  computerized  magazine  subscrip- 
tion business.  About  the  only  thing 
President  Blinder  hung  on  to  was  the 
company's  original  Coronet  Instruc- 
tional Films,  which,  with  the  purchase 
of  Scott  Stamp  Publications  in  1960. 
became  the  base  for  the  company's  di- 
versification into  the  education  market. 

Rebel  Boarders.  After  the  company 
bought  four  lighting-equipment  com- 
panies in  1965,  it  reorganized  into 
divisions — lighting  (40% of  revenues), 
publishing  (30%)  and  education 
(30%).  Since  Blinder  paid  cash  for 
his  acquisitions,  per-share  earnings 
were  not  diluted;  from  9  cents  in  1959. 
they  jumped  to  83  cents  in  fiscal  1965 
and  $1.65  in  1966. 

Such  comebacks  do  not  go  un- 
noticed, of  course,  and  starting  in 
1965  Crowell-Coliier  &  Macmillan 
expressed  its  confidence  in  the  new 
Esquire  by  buying  21%  of  the  stock. 
As  in  the  case  of  Famous  Artists 
School  (Forbes.  July  15.  1967)  Crow- 
ell  insisted  it  had  no  take-over  ambi- 
tions; and  Blinder  insists  he  wasn't 
worried  because  insiders  own  42%  of 
the  company's  stock.  But  he  did  go  to 
Crowell  allegedly  "to  discuss  a  mutual 
interest  in  education,  although  nothing 
came  of  it." 

Last  April,  Crowell  sold  its  hold- 
ings for  a  profit  of  about  $6  million. 
Says  Blinder,  with  something  like  a 
sigh  of  relief,  "They  may  have  been 
interested,  but  they  didn't  attack  us 
or  anything  like  that.  Besides,  our 
stockholders  have  been  very  happy  for 
the  last  five  or  six  years.  I  don't  see 
how  we  could  gain  by  selling.  We're 
a  growth  company  now."  ■ 
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WhatwouM 

peace  inVietnam 
mean  to  you 

as  an  investoi? 


Peace  in  Vietnam  would  be  the  greatest 
imaginable  blessing.  In  addition  to  the  obvious  benefits 
resulting  from  an  end  to  any  war,  we  believe  there  would 
be  substantial  economic  benefits. 

Peace  in  Vietnam  also  would  be  the  most 
constructive — and  the  most  bullish — thing  that  could 
happen  to  the  stock  market.  This  should  be  obvious . . . 
but  apparently  it  isn't.  There  are  many  who  express 
concern  that  an  end  to  the  fighting  in  Vietnam  would 
produce  a  business  decline  and  consequently  a  decline 
in  the  stock  market. 

In  our  opinion,  this  is  short-sighted. 

Of  course,  there  will  be  dislocations  when 
business  makes  a  transition  from  emphasis  on  war 
production  to  emphasis  on  peacetime  operations.  But 
this  transition  should  be  accomplished  quickly  .  . . 
and  with  only  a  temporary  market  correction.  In  fact, 
investors  should  seriously  consider  using  any  such 
period  of  market  weakness  as  an  opportunity  to  buy 
quality  securities  of  thoughtfully  selected  companies. 

There  are  several  reasons  why  peace  should 
not  depress  the  economy: 

1.  The  United  States  cannot  discontinue  its 


defense  program;  we  are  committed  to  a  substantial 
defense  effort — alert  to  trouble  anywhere  in  the  world. 

2.  Pressure  for  a  tax  surcharge  would  be 
lessened  and  perhaps  replaced  by  pressure  for  tax  re- 
duction. 

3.  War-time  spending  which  is  non-produc- 
tive would  be  replaced  by  productive  spending  on  such 
things  as  education,  housing,  highways  and  the  war  on 
poverty. 

4.  The  cut  in  defense  spending  would  reduce 
the  Federal  budget  deficit,  thus  reducing  Federal  bor- 
rowing. With  this  pressure  removed,  the  upward  climb 
of  interest  rates  could  be  reversed. 

Thus  it  is  not  possible  for  us  to  see  any  neg- 
ative factors  resulting  from  an  end  of  the  hostilities  in 
Southeast  Asia.  The  blessing  of  peace  would  afford 
each  of  us  the  opportunity  for  a  reemphasis  on  peace- 
time pursuits  and  the  satisfaction  of  increased  demand 
for  all  the  things  and  services  to  which  we  aspire  in 
our  affluent  society. 

We  repeat:  peace  in  Vietnam  would  be  the  most 
constructive — and  the  most  bullish  thing  that  could 
happen  to  the  stock  market. 


PAINE 

V^EBBER 

JACKSON 

&  CURTIS 

Members  of  the  New  York  Stock  Exchange 
140  Broadway,  New  York,  N.  Y. 
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Higher  Earnings 

R  SAVINGS 

You  earn 

5.13% 

at  our  cur- 
rent rate  of 

5.00% 

if  account 
held  1  year. 

.25% 

bonus 
available 

Assets  over  $700,000,000 
SAFETY— More  than  $250,000,000  in 
accounts  over  $10,000  each. 
AVAILABILITY- High  14% 
ratio  assures  prompt  avail- 
ability of  your  funds. 
SAVE   BY  AIR  MAIL-We 
process  promptly  and  pay 
air  mail  postage  both  ways. 

*Funds  received  by  the  10th  of  any 
month  earn  from  1st;  thereafter  from 
date  of  receipt.  Earnings  compounded 
daily  and  paid  to  date  of  withdrawal. 


COAST  FEDERAL  SAVINGS 


liquidity 


joc  cMu.pnis. 


To 


7-120A-8 
FB 


George  Ross 

Coast  Federal  Savings  t  Loan  Assn. 

9th  t  Hill,  Los  Angeles,  California  90014 

D  Please  open  a  savings  account.  Enclosed  is 

my  checK  in  the  amount  of  $ .. 

D  Individual  Account  Q  Joint  Account 

n  Here's  my  passbook.  Transfer  my  account. 
D  Please  send  full  information  on  bonus  accts. 

Name(s)__ 


Address. 


_Zip_ 


DENVER 


135th  CONSECUTIVE 
DIVIDEND 

ON  COMMON  STOCK 

A  quarterly  dividend  of  $.41 1^ 
per  share  on  the  common 
stock  of  Gardner-Denver 
Company  has  been  declared 
by  the  Board  of  Directors  of 
the  company,  payable  March 
15,  1968,  to  stockholders  of 
record  at  the  close  of  business 
on  February  19,  1968. 


Quincy,   Illinois       O.   C.   Knapheide,   Jr. 
January    18,    1968  Secretary 


Back  to  Basics 

Helene  Curtis  fell  flat  when  it  moved  into  door-to-door  selling.  Now 
it's  cutting  back  to  the  cosmetics  business  it's  always  known  best. 


Arthur  M.  Adler  shudders  when- 
ever anyone  reminds  him  about  the 
optimistic  statements  people  used  to 
make  about  his  company's  bid  to  be- 
come another  Avon  Products.  Adler 
heads  the  Chicago  cosmetics  firm  of 
Helene  Curtis  Industries,  which  in 
1960  bought  Studio  Girl  and  made  a 
bold  bid  to  expand  in  door-to-door 
selling.  Today,  one  of  Adler's  chief 
tasks  is  to  pick  up  the  pieces. 

Studio  Girl  is  one  of  the  primary 
reasons  why  Helene  Curtis  has  perhaps 
the  most  dismal  record  in  recent  years 
among  major  cosmetic  concerns.  The 
company  (fiscal  1967  sales:  $67  mil- 
lion) has  been  in  the  red  in  two  of  the 
past  four  years  and  only  marginally 
in  the  black  in  the  other  two.  Its  stock, 
which  sold  close  to  75  in  1962,  now 
sells  for  less  than  20.  This  in  spite  of 
the  fact  that  Helene  Curtis  has  such 
well-known  beauty  products  as  Spray 
Net  hair  spray,  Enden  dandruff  sham- 
poo and  Suave  hairdressing:  this  in 
the  midst  of  a  mighty  boom  in  the 
cosmetics  industry. 

Studio  Girl  was  part  of  an  ambitious 
but  ill-conceived  expansion  program 
that  all  but  ruined  the  once-prosper- 
ous Chicago  firm.  So  loudly  did  the 
company  trumpet  its  intentions  that 
unwary  stock  buyers  bulled  Curtis 
stock  from  10  in  1961  to  74  the  fol- 
lowing year.  In  addition  to  Studio  Girl 
(which  was  going  to  be  "another  Avon 
Products"),  the  company  acquired 
Protective  Treatments,  a  maker  of 
polyvinyl  coatings  and  adhesives  and 
Plastic  Products  Co.,  since  sold. 

While  Studio  Girl's  volume  more 
than  tripled  since  its  acquisition,  its 
losses  mounted  and  dragged  the  entire 
company  into  the  red.  The  result  is 
that  Helene  Curtis  has  come  out  with 
fewer  new  products  and  has  been 
forced  to  concentrate  its  advertising 
on  its  existing  products. 

A  New  Wrinkle.  Guiding  spirit  in  all 
of  this  were  the  Gidwitz  brothers, 
Joseph,  Gerald  and  Willard,  whose 
family  owns  nearly  half  of  Curtis'  2.2 
million  shares.  When  Studio  Girl  and 
other  acquisitions  ran  into  trouble, 
the  Gidwitzes  in  1964  pulled  another 
ace  out  of  their  sleeves:  Curtis  brought 
out  its  famous  antiwrinkle  cream.  Up 
went  Curtis  stock  again,  from  20  to 
40  in  less  than  two  months. 

But  the  Food  &  Drug  Administra- 
tion forced  the  cream  off  the  market, 
alleging  that  Helene  Curtis  was  making 
untrue  claims  for  its  cow's-blood  de- 
rivative. (Actually  it  merely  tightened 


Adler   of   Helene    Curtis 

the  skin  for  a  few  hours;  it  didn't 
"cure"  wrinkles.) 

Since  then  Helene  Curtis  has  been  a 
company  in  trouble.  While  it  was  fool- 
ing with  door-to-door  selling  and  mir- 
acle creams,  other  cosmetic  houses 
were  cutting  into  Helene  Curtis'  tradi- 
tional markets,  such  as  permanent 
wave  solutions  and  hair  sprays,  two 
products  that  the  company  had  once 
pioneered.  Last  year,  the  long-standing 
disagreement  among  the  Gidwitz 
brothers  came  to  a  head  and  Willard 
left  the  company.  Into  his  job  stepped 
Adler,  50.  a  man  who  joined  the  com- 
pany as  a  $16-a-week  clerk  in  1939 
and  rose  through  the  manufacturing 
department  to  become  vice  president 
in  charge  of  operations.  By  his  own 
admission,  Adler  is  no  marketing  man. 
but  he  has  what  Helene  Curtis  now 
needs:  the  ability  to  cut  costs  and  take 
a  realistic  view  of  the  company's  pros- 
pects. In  Adler's  seven  months  as  presi- 
dent, Helene  Curtis  has  sold  Studio 
Girl's  English  operation,  rehired  its 
founder  and  cut  back  on  the  U.S.  op- 
eration. "We  are  no  longer  investing 
for  volume  in  Studio  Girl,"  he  says. 
"We  will  be  very  careful  in  future 
acquisitions.  We  know  now  the  cost  of 
developing  volume." 

He  adds,  wistfully  but  undramati- 
cally:  "What  we're  going  to  do  now  is 
reassert  ourselves  in  the  business  we 
know  best."  ■ 
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THE  CHASE 

MAN  H  ATTAN 

BANK.N.A. 

HEAD  OFFICE:  1  Chase  Manhattan  Plaza,  New  York,  New  York  1001 5 

Consolidated  Statement  of  Condition  December  31,  1967 

ASSETS 

Cash  and  Due  from  Banks $   4,514,475,741 

U.  S.  Government  Obligations, 

Direct  and  Guaranteed 1,203,347,309 

Obligations  of  States  and  Political  Subdivisions.     .  1,157,688,346 

Other  Securities 123,353,233 

Investment  in  Subsidiaries  not  Consolidated  .     .     .  37,414,427 

Mongages 1,061,818,720 

Loans 9,345,473,806 

Bank  Premises  and  Equipment 157,803,219 

Customers'  Acceptance  Liability 240,5  37,068 

Other  Assets 170,972,030 

$18,012,883,899 

LIABILITIES 

Deposits— Demand $   8,373,779,260 

—Savings  and  Other  Time 4,630,970,020 

—Overseas  Offices 2,755,499,850 

Total  Deposits 15,760,249,130 

Liabilities  for  Borrowed  Money 383,620,439 

Acceptances  Outstanding 248,652,575 

Accrued  Taxes  and  Other  Expenses 124,833,604 

Other  Liabilities 65,405,753 

Reserve  for  Possible  Loan  Losses     ......  242,358,706 

Capital  Funds: 

Capital  Notes  (4.60%  Due  1990) 222,775,000 

Capital  Stock  (Par  value  $12.50  per  share) 261,891,637 

20,951,331  shares  outstanding  of 
23,000,000  shares  authorized 

Surplus 500,000,000 

Undivided  Profits 138,174,585 

Reserve  for  Contingencies 64,922,470 

Total  Capital  Funds 1,187,763,692 

$18,012,883,899 

Of  the  above  assets;,  $1,672,960,136  were  pledged  to  secure  public 
and  trust  deposits  and  for  other  purposes.  Securities  with  a  book 
value  of  $118,260,918  were  loaned  to  customers  against  collateral. 

Member  Federal  Deposit  Insurance  Corporation 
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SPACE-  America' 


■'f^'.      J 


The  space  program  has  become  America's  most  surprising  poverty  victim.  Five  years  ago,  with  the  flights  ai 
Sheppard,  Grissom,  Glenn  and  the  other  astronauts,  it  was  hoped  that  the  program's  budget  might  haw 

increased  to  twenty  billion  dollars  by  this  time 

Poverty  has  struck.  A  famine  of  funds  (our  '68  budget  may  be  less  than  it  has  been  in  any  year  since  1962)  and  a  dearti 
of  public  support  (opinion  polls  report  a  resounding  drop  in  Americans'  concern  for  their  program)  are  dire  realities 

)        Perhaps  the  greatest  privation  of  all  has  been  in  communication  of  the  spin-off  values  of  the  space  program  ti 
the  American  public.  This  one  shortcoming  may  well  be  the  root  of  all  the  impoverishment.  No  one  ha 
attempted  to  define  the  reasons  for  our  investment  in  space.  So  far,  mass  communications  have  concentrate* 
their  efforts  on  the  excitement  and  glamour  of  the  program,  and,  as  a  result,  the  public  has  only  the  bares 
comprehension  of  the  profound  effects  that  the  spin-off  characteristics  of  space  technology  are  having  on  daiU 
^w  life.  The  cultural,  political,  spiritual,  emotional  and  economic  implications  existing  in  this  program  t< 

^^^  explore  the  unknown  have  not  been  articulated  to  the  public  —or  to  the  public  stewards 

i 

Forbes  is  doing  something  major  about  this  lack  of  communication.  A  special  issue,  devoted  entirely  to  thi 

space  program,  will  be  published  July  1,  1968.  Forbes'  space  issue  will  examine  what  purposes  the  prograri 

can  serve  and  what  values  can  be  expected  from  it  in  terms  of  practical  payoffs.  Writing  not  in  generalities 

but  in  the  specific,  concrete  manner  that  is  Forbes'  personality,  our  editors  will  examine  all  the  majo 

aspects  of  the  program,  including  NASA  as  a  prototype  of  industry-government  cooperation,  the  impact  o 

space  on  our  leading  industries,  and  spin-off  technological  discoveries  creating  revolutions  ir 

transportation,  communications,  medicine,  education,  food  production,  and  mass  housing.  Forbes'  specia 

coverage  will  include  takeouts  on  major  space  contractors  and  on  companies  regarded  as  comer* 

in  the  field.  Most  important  of  all,  perhaps,  Forbes  will  tell  why  top  statesmen  think  the  space  industry  can  bes 

mighty  force  for  world  peace.  The  scientific  community,  along  with  American  industry,  is  virtually  unanimous  ii 

,  documenting  the  necessity— scientifically,  militarily,  philosophically  and  culturally— of  pursuing  our  spaa 

program  with  no  holds  barred. 


mR  back  to  the  Russian  sputnik  triumph.  Our  antagonists  were  efated,  and  why  not?  The  Soviets  beat  us  at  ou 
own  game,  the  industrial  application  of  science.  They  understand— and  we  must— that  America's  greates 
assets  are  its  creative  skills  and  technology  which  have  made  it  the  most  powerful  political  force  in  history  and 
■^  provided  mankind's  highest  standard  of  living.  Today,  science  and  technology  are  space  orientedJ 

■  But  poverty  has  struckj 

Forbes'  Space  Issue,  July  1, 1968,  will  cover  space.  In  terms  of  earthly  concerns.  To  communicate  what  spacej 

means.  So  Americans  will  know  concisely  what  is  at  stake. 
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Faces  Behind  the  Figures 


James  M.  Symes 
*'l  Sure  Started 


Something 


ff 


An  amiable,  up-through-the-tradi- 
tional-route  sort  of  railroadman. 
James  M.  Symes  is  hardly  the  kind 
of  man  who  normally  '"revolution- 
izes" an  industry.  Nevertheless  it 
was  Jim  Symes.  then  chairman  of 
the  Pennsy,  who  launched  the  big- 
gest thing  that  has  happened  in 
railroading  since  the  introduction 
of  the  diesel.  A  bit  over  ten  years 
ago.  in  August  of  1957,  he  stomped 
off  the  well-tended  greens  of  the 
Greenbrier  (West  Virginia)  Hotel's 
golf  course,  muttering:  "We"ve  got 
to  do  something  drastic." 

The  reason  for  Symes'  determi- 
nation was  obvious:  The  railroads, 
especially  the  eastern  roads,  were 
in  deep  trouble.  They  were  losing 
traffic  and  money,  and  there  seemed 
no  way  to  stem  the  tide.  The 
mighty  New  York  Central  was  ac- 
tually teetering  on  the  brink  of  in- 
solvency, and  even  the  Pennsy.  that 
blue  chip  of  blue  chips,  was  losing 
on  the  rails  what  money  it  made 
from  its  ouside  investments. 

Symes'  solution:  a  merger  of  the 
Pennsy  and  its  archrival,  the  Cen- 
tral. The  idea  of  mergers  as  a  way 
out  was  hardly  new.  Since  World 
War  I  endless  attempts  had  been 
made  to  end  the  balkanization  of 
the  U.S.  rail  system.  But  generally 
they  had  involved  mergers  on  a 
smaller  scale,  using  roads  like  the 
Pennsy  or  the  Central  as  a  nucleus. 
The  idea  of  tying  together  the  big- 
gest and  third-biggest  in  the  nation 

Symes  of  the  Pennsy 


had  been  too  bold.  But  Symes  knew 
that  big  problems  demanded  bold 
solutions.  A  month  later  he  had  sold 
his  idea  to  the  Pennsy's  powerful 
board,  who  gave  him  its  okay  to 
approach  the  late  Robert  R. 
Young,   then   boss  of  the  Central. 

"It  all  happened  very  fast," 
Symes  recalled  last  month,  just 
after  the  U.S.  Supreme  Court  had 
cleared  the  last  obstacle  to  his  IOV2- 
year-old  scheme.  "At  the  time, 
I  thought  it  could  all  be  done  in 
three  or  four  years  at  the  most." 

The  merger  dragged  on  for  ten 
years,  through  countless  govern- 
ment hearings,  court  battles  and 
corporate  dickering.  Symes'  original 
plans  were  changed  somewhat. 
Initially  he  had  advocated  a  three- 
party  system  in  the  East  (three 
groups  built  around  the  Pennsy  and 
the  Central,  the  C&O  and  the  B&O, 
and  the  Norfolk  &  Western)  and  a 
separate  New  England  system  com- 
bining most  of  the  major  New  Eng- 
land lines  and  including  the  New 
Haven.  As  it  now  stands,  the 
Pennsy,  Central  and  New  Haven 
will  form  one  system. 

Now  70,  Symes.  who  retired 
from  the  Pennsy  in  1963  but  who 
still  serves  on  its  board,  jokingly 
disclaims  any  responsibility  for  the 
current  railroad  merger  fever. 
"But,"  he  says,  "I  knew  that  when 
the  Pennsy  and  Central  expressed 
an  intention  for  a  merger,  it  was  go- 
ing to  bring  the  rest  of  the  country 
into  line.  I  sure  started  something." 

Whatever  he  started,  Symes 
doesn't  expect  miracles.  "The 
mergers  of  the  western  roads  could 
take  as  long  as  the  Penn-Central, 
because  there  is  pretty  much  of  a 
fight  out  there,"  he  says.  "They've 
got  to  get  a  united  front.  A  very 
important  part  of  the  bottleneck 
is  that  the  heads  of  companies  can't 
come  into  agreement.  They're  all 
jockeying  around  for  position."  But 
maybe  Jim  Symes  is  being  too  pes- 
simistic. What's  that  they  say  about 
nothing  being  so  powerful  as  an 
idea  whose  time  has  come?  ■ 


David  W.  Barr 
Changing  Times 

Moore  Corp.,  world's  largest  pro- 
ducer of  business  forms,  got  a  new 
chief  executive  last  month.  Presi- 
dent David  W.  Barr,  57.  Unlike 
many  of  its  peers  in  the  booming 


Barr  of  Moore  Corp. 

information  processing  industry, 
Toronto-based  Moore  has  never 
shown  much  of  an  inclination 
to  diversify — either  internally  or 
through  acquisitions.  A  decade  ago, 
Moore  decided  that,  electronic  data 
processing  or  no,  there  would  al- 
ways be  a  need  for  the  business 
forms  that  are  the  backbone  of  its 
business,  as  well  as  nearly  everyone 
else's.  With  some  30%  of  the  mar- 
ket and  probably  the  most  aggres- 
sive and  imaginative  sales  organiza- 
tion in  the  business.  Moore  was 
prepared  to  take  its  chances. 

So  far,  Moore  has  had  no  cause 
to  regret  it.  With  net  of  perhaps 
$29  million  on  sales  of  more  than 
$300  million  last  year,  90%  from 
the  U.S.,  it  remains  one  of  the  big 
moneymakers  in  the  business.  Over 
the  past  five  years.  Moore's  aver- 
age compounded  annual  growth  in 
earnings  per  share  (14%)  and  its 
return  on  capital  (18.1%)  have 
topped  even  mighty  IBM's  by  a 
hair,  though  IBM  dramatically  re- 
dresses the  balance  by  leveraging 
its  capital  to  produce  a  handsome 
21.1%  return  on  common  equity. 

Barr  himself  is  unlikely  to  make 
any  radical  changes  in  Moore's 
conservative  stance.  A  naturalized 
American  born  in  Scotland.  Ban- 
went  to  work  for  Moore  in  1929 
as  a  junior  clerk  in  its  Elmira, 
N.Y.  office  only  weeks  after  ar- 
riving in  the  U.S.  He  learned  ac- 
counting at  night  school,  but 
wound  up  as  one  of  Moore's  top 
sales  and  marketing  men.  "I  found 
sales  and  marketing  more  dynamic 
and  exciting,"  he  says,  "because  a 
company  is  only  as  strong  as  its 
marketing." 

Barr  will  find  plenty  of  oppor- 
tunity to  practice  his  trade.  Moore 
faces    stiffened    competition    now 
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that  computer  makers  like  Control 
Data  and  IBM  have  begun  moving 
into  business  forms,  and  Moore  is 
gearing  itself  to  strike  back.  It  is 
also  beginning  to  dabble  in  diver- 
sification. ■"While  at  this  stage  there 
is  no  thought  of  entering  the  com- 
puter market  as  such."  Barr  says, 
"we  are  going  more  heavily  into 
peripheral  equipment.  Primarily  we 
will  concern  ourselves  with  input 
and  output  equipment  which  is 
more  in  line  with  our  current  tech- 
nology." It  may  be  Barr's  task  to 
open  a  new  phase  for  a  company 
that  has  stayed  on  top  of  its  fiercely 
competitive  business  for  over  85 
years.   ■ 


Martin  Dubilier 
I'd  Rather  Be  First! 

At  41,  chunky  Martin  Dubilier  has 
thrown  over  more  good  jobs  than 
most  executives  even  aspire  to  have. 
He  seems  to  have  a  restless  urge  to 
settle  for  nothing  less  than  the  very 
top.  As  1967  was  ending,  he  quit  as 
executive  vice  president  of  Singer's 
Friden  office-equipment  subsidiary. 
He  had  been  at  Friden  less  than 
four  years. 

Dubilier  has  had  quite  a  career. 
His  father,  William  Dubilier.  is  a 
famous  inventor  who  sold  90  tele- 
vision patents  to  RCA.  Martin  him- 
self has  14  patents  (among  them, 
patents  in  cold  welding  and  a  toy 
railroad  track).  He  collected  his 
MBA  from  Harvard  Business 
School  in  1952  and  was  soon  assist- 
ant to  the  vice  president  of  research 
at  Revere  Copper  &  Brass. 

"I  was  told  if  I  stayed  at  Revere 
three  more  years  I'd  be  director  of 

Dubilier    of    Kearney-National 
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research,"  he  says,  "but  where  do 
you  go  in  the  metals  industry  after 
you've  made  director  of  research?" 
He  moved  to  McKinsey  &  Co.  as  a 
consultant.  There  he  did  some  work 
for  Harold  Geneen,  who  was  then 
executive  vice  president  of  Ray- 
theon. When  Geneen  went  to  ITT 
he  brought  Dubilier  along. 

"Geneen  gave  me  an  opportunity 
at  34  to  run  what  is  now  the  ITT 
Data  Information  System  division. 
Then,  it  was  doing  $25  million  a 
year,"  says  Dubilier.  "It  did  $125 
million  three  years  later.  No  one 
else  would  have  given  me  that  job 
at  that  age  without  any  line  expe- 
rience." Dubilier  stayed  five  years 
with  ITT.  But  he  was  still  a  long, 
long  way  from  the  top,  and  so  he 
moved  on. 

Next  stop:  Singer's  Friden  sub- 
sidiary. Still  aiming  for  the  top, 
Dubilier  says  he  was  promised  the 
presidency  of  Friden.  But  when 
Alan  Drew  got  the  top  spot  of 
Friden  two  years  ago,  Dubilier  de- 
cided to  move  on  again. 

This  time  he  wasn't  taking  any 
chances.  This  time  he  started  at  the 
top.  Since  January  he  has  been 
president  of  soon-to-be-Manhattan- 
based  Kearney-National,  a  smallish 
(over  $50-million-a-year)  maker 
of  electrical  equipment,  aerospace 
forgings,  industrial  valves  and  pre- 
cision ceramics. 

Did  Dubilier  take  the  latest  job 
because,  like  Julius  Caesar,  he'd 
rather  be  first  man  in  a  small  Ibe- 
rian village  than  second  man  in 
Rome?  Not  at  all.  Dubilier  fully 
expects  to  turn  his  Iberian  village 
into  another  Rome.  He  predicts  that 
within  three  years  he  will  have 
'raised  Kearney's  sales  to  the  $250- 
million  class.  "In  my  first  two 
weeks,"  he  says,  "I've  already  made 
six  recommendations  for  acquisi- 
tions. At  last  I've  really  got  a  free 
hand."  If  Martin  Dubilier  can't 
quickly  get  to  be  boss  of  a  big  com- 
pany, then  he's  going  to  try  creating 
a  big  company  of  his  own,  ■ 


Dr.    George   E.    Mueller 

New  Trick  for 
Businessmen 

Dr.  George  E.  Mueller  doesn't 
look  like  a  businessman,  and  he 
isn't.  He's  a  scientist,  who  after 
graduating  with  an  electrical  engi- 
neering degree  from  the  University 
of  Missouri  either  studied,  taught 
or  worked  at  Purdue,  Princeton, 
Ohio  State,  Bell  Laboratories  and 
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Mueller  of  NASA 

Space  Technology  Laboratories. 

But  Mueller  (pronounced  Mil- 
ler) has  come  up  with  a  neat  man- 
agement trick  or  two  in  keeping  up 
with  his  $3-billion-a-year  responsi- 
bilities as  head  of  NASA's  manned- 
spaceflight  program.  "I  found  it  dif- 
ficult," says  he,  "to  know  where  all 
the  people  were,  what  they  were 
doing  and  where  all  the  money  was 
going.  On  a  project  like  Apollo,  we 
have  a  vehicle  costing  $6  billion, 
with  nearly  4  million  parts.  There 
isn't  anybody  alive  that  can  under- 
stand all  the  elements  going  into 
this  thing." 

So  he  set  out  to  reduce  monster 
programs  to  bite-sized  bits.  First, 
he  split  the  whole  manned-space- 
flight program  into  five  parts — pro- 
gram control,  systems,  operations, 
testing,  and  reliability  and  quality 
control.  Then  he  subjected  big  pro- 
jects to  a  "work  package  manage- 
ment system." 

"The  traditional  method  in  th'^ 
aerospace  business,"  says  Mueller, 
"had  been  to  have  separate  manu- 
facturing, budget  and  engineering 
departments.  We  had  to  get  pack- 
age managers  who  could  cut  across 
these  lines."  Project  Apollo,  for 
example,  was  broken  up  into  $10- 
million  to  $20-million  packages, 
each  with  its  own  manager,  cover- 
ing such  components  as  hatch  doors 
or  seats. 

"What  we  did,"  Mueller  says, 
"was  create  project  managers  at 
very  low  levels.  We  find  it  makes 
an  excellent  training  ground  for 
future  top  management.  It's  like 
giving  a  man  a  small  company  to 
manage."  Several  of  NASA's  major 
contractors  have  been  sufficiently 
impressed  to  adopt  the  system. 
Boeing,  for  example,  is  using  it  on 
the  747.  ■ 
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What  the  Index  Is  Saying 


One  of  the  strongest  economic  forces  of  1967  was  the 
continuing  surge  in  personal  income.  Late  last  month,  the 
Government  reported  that  personal  income  had  risen  sharp- 
ly again  in  the  last  month  of  1967,  bringing  the  total  gain 
for  the  year  to  nearly  $647  billion — an  increase  of  6.9%. 
This  came  on  lop  of  a  sizable  increase  in  new  orders  for 
durable  goods  and  a  slight  gain  in  capacity  utilization  for 
the  fourth  quarter.  Put  together,  these  income  gains  more 
than  offset  a  decline  in  housing  starts,  a  sharp  rise.in  inven- 
tories and  rapidly  slowing  defense  expenditures  for  1967. 
As  a  result,  the  Forbes  Index  continued  moving  upward 
as  it  has  been  for  nearly  seven  years. 

Even  allowing  for  a  12%  price  inflation  since  1961.  the 
gain  in  personal  income  comes  to  around  45%.  In  dollars, 
this  comes  to  a  real  gain  of  $200  billion  in  just  six  short 
tears.  This  is  remarkable  in  itself.  Just  as  remarkable  is 
how  that  income  has  been  distributed  among  the  different 
income  groups. 

Since  1960  the  median  family  income  has  risen  (in  con- 
stant dollars)  by  nearly  2.5%  to  an  estimated  $7,900  last 
year.  A  gain  of  that  magnitude  is  a  major  accomplishment. 
On  top  of  it.  however,  the  imbalances  in  the  distribution 
of  income  have  also  been  reduced  somewhat.  Even  after 
allowing  for  cost-of-living  price  increases,  the  number  of 
families  earning  under  $5,000  declined  from  37.5%  to 
27.8%  of  the  total,  while  the  $5,000  to  $7,000  group  also 
declined,  though  less  dramatically.  On  the  other  hand, 
families  earning  between  $10,000  and  $15,000  soared  from 
13.3%  to  nearly  21%,  while  the  over-$  15,000  group 
nearly  doubled  from  5.3%  to  about  9.5%.  However 
slowly,  the  poor  are  getting  a  bit  less  poor  and  the  middle 
class  is  growing.  This  is  income  where  it  counts;  where  it 
is  likely  to  be  spent  for  goods  and  services. 


What  has  been  responsible  for  these  shifts  in  income? 
The  general  prosperity  of  the  economy,  of  course.  And,  in 
addition,  the  rise  of  the  working  wife.  Little  more  than  ten 
years  ago,  women  in  only  25%  of  the  families  worked  vs. 
36%  today.  In  1966  the  median  income  of  families  in 
which  the  wife  was  a  paid  worker  was  $9,200 — 30% 
higher  than  the  $7,100  median  in  families  in  which  the 
wife  does  not  work.  Of  course,  it  isn't  all  gravy.  When  a 
woman  works,  the  additional  expenses  for  clothing,  trans- 
portation, eating  out,  maid  service  and  childcare  tend  to 
narrow  the  real  gap. 

Another  factor  tending  to  raise  family  incomes  has  been 
the  upgrading  in  work  skills — the  increase  from  10%  to 
15%  over  the  past  decade  in  the  proportion  of  family  heads 
employed  in  professional,  technical  and  similar  occupa- 
tions. Finally,  the  increase  in  the  number  of  families  with 
other  sources  of  income — dividends,  rental  income  and 
interest — from  36%  to  nearly  half  of  all  families  by  the 
end  of  last  year. 

The  question  is,  can  the  economy  continue  to  produce 
these  real — as  opposed  to  merely  inflationary — gains?  A 
number  of  factors  have  come  into  play  recently  that  are 
tending  to  undermine  them.  Until  recently  at  least,  the 
federal  tax  structure  has  been  basically  progressive,  taking 
increasingly  larger  bites  the  higher  income  goes.  As  a  result, 
the  proportion  of  income  it  had  been  taking  from  incomes 
as  a  whole  and  from  the  lower  and  middle  classes  had 
actually  declined  slightly.  But,  with  social  security  taxes 
rising  at  the  federal  level,  sales  taxes  soaring  and  social 
insurance  taxes  rising  rapidly  at  the  state  and  local  level, 
a  good  part  of  the  gains  is  in  danger  of  being  eliminated. 
With  a  possible  10%  surtax  on  incomes  at  the  federal 
level  and  a  host  of  other  taxes  being  planned  by  the  hard- 
pressed  local  governments,  the  burden  is  likely  to  in- 
crease even  more  this  year.  The  net  result  may  well  be 
a  lessening  of  inflationary  pressures  without  crippling  the 
economy.  ■ 
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MARKET  COMMENT 

by  L  0.  HOOPER* 


Don't  Expect  Too  Mucti 


Common-stock  investment,  espe- 
cially in  such  exceptional  issues  as  In- 
ternational Business  Machines,  Xerox, 
Polaroid,  Litton,  Textron,  and  EG&G, 
Inc.,  in  recent  years  has  been  so  profit- 
able as  to  encourage  many  younger 
investors  to  expect  too  much.  You 
don't  draw  water  every  time  you  come 
to  the  investment  well,  but  sometimes 
your  bucket  of  success  is  exceptionally 
full.  Over-all  results  over  a  period 
of  time  are  diluted  by  the  less  favor- 
able ventures  and  by  the  more  mildly 
successful  ones.  Then  again  there  are 
years  in  which  even  the  best  stocks 
do  not  do  too  well. 

David  Babson,  the  well-known  Bos- 
ton investment  counselor,  recently 
told  about  a  correspondent  who  com- 
plained to  him  that  in  ten  years  his 
initial  $50,000  investment  had  grown 
to  only  $126,000  (this  is  10%  per 
annum  compounded)  and  said  that 
his  objective  was  "an  annual  appre- 
ciation target"  of  40%  to  60%.  Bab- 
son pointed  out  that,  if  this  investor 
could  employ  his  present  capital  at 
an  appreciation  rate  of  40%  com- 
pounded, in  20  years  he  would  have 
$100  million;  and,  if  he  could  get 
60%  per  annum  compounded,  in  20 
years  he  would  have  $1.5  billion.  Ob- 
viously the  guy  is  expecting  too  much. 
I'm  afraid,  however,  that  there  are 
many  enthusiastic  dabblers  who  feel 
the  same  way. 

Good  Times 

I  do  have  one  very  exceptional 
client,  who  brought  me  $85,000  of 
securities  to  care  for  in  1944  and  now 
has  $1.5  million.  Another  one,  who 
has  given  me  $60  a  month  since  1945, 
compounded  all  her  dividends  and  paid 
taxes  from  other  funds  and  now  has 
$130,000.  These,  however,  are  ex- 
ceptions with  whom  I  have  had  some 
luck.  May  I  say.  too,  that  the  progress 
of  these  two  funds  has  been  highly 
irregular,  and  that  in  some  years  they 
have  had  no  appreciation  at  all. 
Neither  one  of  them  has  ever  tried  to 
"beat  the  market"  by  selling  high  and 
buying  back  low;  neither  one  has  done 
much  trading,  so  both  have  avoided 
sharing  too  much  of  their  profits  with 
Uncle  Sam — and  that  is  quite  im- 
portant if  you  want  to  get  ahead 
rapidly.  I  might  remark  also  that  the 
past  20  years  has  been  an  abnormally 


easy  time  to  make  a  common-stock 
account  grow.  In  my  50-year  career 
with  investments,  I've  never  seen  suc- 
cess come  so  easily.  I  doubt  if  the 
climate  will  be  as  favorable  in  the  next 
ten  years  as  in  the  past  decade. 

I  think  anyone  who  makes  common- 
stock  money  grow  at  the  rate  of  10%, 
15%  or  20%  compounded  over  the 
next  ten  years  will  be  doing  very  well 
indeed.  Some,  of  course,  by  luck  or 
wisdom,  will  do  better;  and  some  in- 
dividual stocks  will  do  better.  But  if 
you  are  planning  ahead,  keep  in  mind 
that  the  chances  are  you  will  meet 
with  failures  as  well  as  successes,  losses 
as  well  as  profits.  It  is  the  over-all  re- 
sult that  counts. 

The  problems  of  the  balance  of  in- 
ternational payments  and  other  trou- 
blesome matters  may  cause  some 
unpleasant  irregularity  in  stock  price 
trends  over  the  next  few  months.  This, 
however,  should  not  prevent  investors 
from  taking  a  reasonably  optimistic 
attitude  toward  stocks  over  a  longer 
period — and,  in  the  last  analysis,  it  is 
only  the  longer  pull  that  counts.  A  vast 
majority  of  those  who  play  the  short 
pull  on  a  trading  basis  get  whipsawed 
and  lose  money,  or  fail  to  make  as 
much  as  they  should. 

On  a  longer  outlook  basis,  the  sup- 
ply-demand factor  in  common  stocks 
points  overwhelmingly  toward  higher 
prices.  More  individuals  are  investing 
more  money  in  common  stocks  all  the 
time.  Also  the  institutions  are  com- 
pounding their  dividends  into  principal 
and  buying  more  shares. 

The  life  insurance  companies,  or  at 
least  the  bigger  ones,  are  just  begin- 
ning to  employ  their  large  sales  forces 
to  sell  mutual  funds  and  variable  an- 
nuities based  on  common  stocks.  Trav- 
elers alone,  I  understand,  has  already 
qualified  more  than  2,200  insurance 
agents  to  sell  funds.  Franklin  Life  is 
absorbing  the  Channing  Mutual  Fund 
organization.  It  is  reasonable  to  ex- 
pect that  the  new  life  insurance  com- 
pany mutual  funds  at  first  will  buy 
primarily  blue  chips.  I  see  no  prospect 
of  any  investment  group  indulging  in 
any  wholesale  divesting  of  equities; 
and  I  see  new  sources  of  demand  for 
shares  all  the  time.  The  supply  is  not 
keeping  pace. 

*Mr.   Hooper   is  associated  with   the   New  York 
Stocl<  Exchange  firm  of  W.E.  Hutton  &  Co. 


It  is  my  opinion  that  the  terms  of 
the  proposed  merger  of  Great  North- 
ern, Northern  Pacific,  Spokane,  Port- 
land &  Seattle  and  Burlington  do  not 
give  adequate  recognition  to  the  very 
hi^h  natural  resource  values  in  North- 
ern Pacific  (54)  stock.  There  is  at 
least  an  even  chance  that  the  Northern 
Pacific  stockholders  will  not  approve 
the  plan  in  its  present  form.  Northern 
Pacific,  unlike  Great  Northern,  has 
-immense  land  holdings  which  contain 
coal  and  oil  and  carry  huge  timber 
reserves.  If  the  merger  does  go 
through.  Northern  Pacific  stock  may 
not  decline  much.  If  the  merger  fails, 
NP  stock  fundamentally  will  be  worth 
more.  The  stock  now  pays  $2.60  a 
year.  Last  year's  earnings  were  poor, 
around  $4  a  share,  but  normal  earning 
power  is  $5  a  share  or  better. 

A  different  type  of  stock  that  ap- 
peals to  me  is  Schlumberger  (70). 
This  big  oil  industry  servicing  com- 
pany, with  an  important  electronic 
potential,  last  year  earned  about  $4  a 
share  without  any  help  from  the  new 
electronics  division.  The  management 
thinks  it  will  have  the  electronics 
division  well  in  the  black  before  the 
end  of  1968,  and  some  analysts  who 
cover  the  company  think  that  by  1969 
or  1970  Schlumberger  will  be  earn- 
ing $5.50  to  $6  a  share.  The  oil- 
industry  part  of  the  business  should 
be  helped  by  heavy  off-shore  drilling. 
In  1967  per-share  earnings  (in  spite 
of  poor  electronic  results)  showed  the 
fourth  consecutive  gain. 

Brief  Notes 

A  company  that  is  expected  to 
show  a  good  increase  in  per-share 
earnings  this  year  is  Fibrehoard  (39). 
Last  year's  net  was  only  about  $1.60  a 
share,  but  some  optimists  are  expecting 
nearly  $4  a  share  in  1968.  The  stock 
pays  $1.40  and  may  pay  more.  Ten- 
neco  owns  about  36%  of  the  Fibre- 
board  stock.   .   .   . 

This  column  has  been  "all  over  the 
lot"  on  estimating  the  1967  earnings 
of  McLean  Industries  (32).  The  best 
estimate  now  is  that  profits  last  year 
were  in  the  area  of  $1.90  a  share,  give 
or  take  a  few  cents.  The  management 
says  that  it  is  too  early  to  estimate 
1968  results,  but  it  is  confident  profits 
will  be  higher  than  in  1967.  .  .  . 
Chrysler  (57)  seems  likely  to  make  a 
better  showing  for  the  first  half  year 
than  the  other  automobile  companies. 
.  .  .  The  airlines  still  are  almost  friend- 
less. There's  nothing  the  matter  with 
either  passenger  or  freight  traffic,  but 
there's  plenty  the  matter  with  costs.  I 
wonder  if  there  is  not  too  much  bear- 
ishness  about  this  growth  group.  Cer- 
tainly the  very  long  pull  outlook  still 
is  good.  ■ 
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DOW  THEORY  FORECASTS  SELECTS 


10 

Favorites  for  1968 


That  Are  Its 
Capital  Gains 


Dow  Theory  Forecasts,  a  well  known,  low  cost  Financial  Advisory  Service,  has  selected  10  stocks  as  can- 
didates, in  its  opinion,  for  good  potential  capital  gains  in  1968.  No  one  can  tell  for  sure,  but  these  stocks  could 
be  the  favorites  of  1968.  You  can  get  this  list  of  10  attractive  stocks  by  mailing  the  card  attached  for  a  30  day 
trial  to  Dow  Theory  Forecasts.  Included  on  the  list  are: 


$6  At  Regular  Subscription  Rates — Only  $1 

This  30  day  subscription  to  Dow  Theory  Forecasts 
is  a  S6  value  based  on  regular  subscription  rotes  but 
for  this  trial  all  we  ask  is  $1  -  which  will  be  promptly 
refunded  if  you  ore  not  completely  satisfied.  Dow 
Theory  Forecasts  is  one  of  the  nation's  well  known 
Financial  Advisory  PubUcations. 


2  BONUS  REPORTS  AT  NO  EXTRA  COST 

"6  Stocks  To  Split  Before  April  I"  and  "1968  Business  Outlook" 

For  a  prompt  reply,  we  will  send  you  2  timely  reports  previously 
furnished  our  regular  subscribers  as  part  of  the  weekly  Forecasts: 
(1)  list  of  "6  Stocks  To  Split  Before  April  1"  —  companies 
that  have  publicly  announced  subject  to  stockholder  approval  if 
necessary,  that  they  plan  to  exchange  2  or  more  shares  of  new 
stock  for  one  of  the  old  before  April  1  and  (2)  "The  1968  Business 
Outlook"  prepared  by  the  Indiana  University  Graduate  School  of 
Business.  These  will  be  mailed  at  no  extra  cost. 

Fill  out  and  return  the  card  today.  No  salesman  will  call  and 
there  is  no  further  obligation  in  any  way.  (Offer  open  to  new 
readers  only.)  , 


1. 


2. 


3. 
4. 


6. 
7. 


9. 


10. 


Water  and  pollution  control  equipment  maker; 
also  plumbingware  and  air  conditioning. 
Down  to  around  $30  from  a  1961  high  of  $61,  this 
growth  company  has  a  5  year  compound  rate  of 
approximately  50%. 
Uranium  stock  under  $15. 

Distributor  of  drugs,  hospital  supplies  and  lab- 
oratory supplies;  also  drug  and  dairy  products. 
World's  largest  producer  of  electrical  equipment. 
Also  important  in  electronics  and  atomic  energy. 
Still  our  No.  1  growth  stock. 
We  believe  this  is  one  of  the  best  of  the  radio-TV 
phonograph  issues. 

Small  company  vitally  important  in  Nike-X  pro- 
gram. 

Steady   earnings   increase   since    1961;    around 
$30. 

One  of  the  best  and   most  reasonably  priced 
"conglomerates,"  in  our  opinion. 


You  may  have  a  copy  of  this  report  on  "10  FA- 
VORITE STOCKS  FOR  1968"  absolutely  without  extra 
charge  when  you  return  the  card  today  for  a  30  day 
trial  of  DOW  THEORY  FORECASTS. 


MAIL    POSTPAID    REPLY    CARD    TODAY    for  all  this  usefullnformation 

Included  in  the  weekly  Forecasts,  which  you  will  receive  for  the  next  four  weeks,  you  will  get  all  this  invest- 
ment guidance  (not  every  one  is  covered  each  week). 


1.  THE  STOCK  SERVICE  DIGEST  —  a  weekly  con- 
sensus of  what  25  other  leading  Investment  Serv- 
ices are  recommending. 

2.  WEEKLY  STOCK  MARKET  COMMENTARY  —  and 
what  action  we  recommend  that  you  take  each 
week  with  regard  to  the  market. 

3.  MODEL  STOCK  PORTFOLIOS  —  four  special  sug- 
gested portfolios  based  on  total  investments  of 
$1,000;  $5,000;  $10,000  and  $25,000.  Carefully 
kept  up-to-date. 

4.  MASTER  LIST  OF  INVESTMENT  AND  SPECULA- 
TIVE STOCKS  —  key  lists  for  both  the  conserva- 
tive and  more  speculative  investors. 

5.  OVERSEAS  REPORT  —  Direct  from  London  each 
month. 

6.  GROWTH  STOCK  RECOMMENDATIONS— a  care- 
ful study  of  stocks  that  we  believe  show  above- 
average   "growth"  possibilities. 


7.  OVER-THE-COUNTER  LIST  — many  lesser-known 
stocks  sold  "over-the-counter,"  in  our  opinion,  some- 
times present  unusual  opportunities  to  the  investor. 

8.  CURRENT  BUSINESS  OUTLOOK  — a  regular  look 
at  current  trends  in  business,  industry  and  com- 
merce. 

9.  INDUSTRY  SURVEYS  —  certain  industries  that 
appear  to  us  to  have  outstanding  potential. 

1 0.  MONTHLY  BUY-SELL-HOLD-SWITCH  ADVICES  — 
on  over  700  individual  stocks. 

1 1 .  GROUP  STUDIES  —  shows  comparative  price  per- 
formances of  74  industries  and  over  600  stocks. 

1 2.  SPECIAL  BULLETINS— Special  Bulletins  mailed  be- 
tween regular  publication  dates  if  we  believe 
extraordinary  market  conditions  warrant  it. 

1  3.  NEWS  HIGHLIGHTS— Reports  on  some  slocks  in 
our  recommended  lists. 


DOW  THEORY  FORECASTS,  INC.     333  N.  Michigan  Avenue,  Chicago,  Illinois  60601 
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WHAT  MAKES 


oni 


INVESTMENT  ADVISORY  SERVICE 


All  investment  advisory  services  are  not 
alike.  Bulletin-type  services  are  designed 
for  mass  consumption  and  cannot  be 
written  specifically  for  you.  On  tfie  other 
hand  specialized  and  technical  services 
are  not  broad  enough  to  build  a  well- 
balanced  portfolio  which  we  believe  is 
necessary  if  safety  as  well  as  growth  is 
to  be  considered. 

BABSONS    INVESTMENT    ADVISORY 
SERVICE    IS    DIFFERENT 

•  Babson's  analyzes  your  portfolio  and 
gives  you  an  investment  plan  tailored 
especially  for  you.  Your  registered  securi- 
ties will  be  under  the  constant  surveil- 
lance of  Babson's  Research  Department 
and  you  will  be  immediately  notified  when 
our   opinion    changes   on    any   of   them. 

•  You  will  be  assigned  a  professional  in- 
vestment advisor  with  whom  you  may  con- 
sult at  any  time  by  mail,  wire,  phone,  or 
in  person.  •  As  a  Babson  client  you  will 
also  receive  the  famous  Investment  and 
Barometer  Letter  to  help  keep  you  alert 
to  economic  developments  and  stock- 
market  trends.  This  informative  letter 
throughout  the  year  will  bring  you  re- 
search reports  on  hundreds  of  stocks 
and  bonds  in  vital  industries.  •  The 
Babson  Investment  Advisory  Service  is 
directed  toward  growth  of  your  investment 
portfolio  both  in  terms  of  income  and 
appreciation. 

A  flat  fee  of  S1 80.00  a  year  covers  the 
complete  service,  regardless  of  the  dollar 
value  of  your  portfolio. 

BABSON'S  IS  DIFFERENT  IN  MANY  WAYS 

—  perhaps  the  greatest  of  these  is  Bab- 
son's 65  years'  experience  in  the  invest- 
ment advisory  field. 

We  would  be  delighted  to  send  you  a 
FREE    BROCHURE    describing    in    detail 
how  Babson's   Investment  Advisory  Ser- 
vice may  be  of  great  benefit  to  you. 
Simply  mail  the  coupon  below. 


Babton'i   Reports   Inc., 
Wellesley  Hills.  Mat*.  02181,  0«pt.  F-24S 
Send  Ires  arochure  on  Babson's 
$180  Investment  Advisory  Service. 

Street  & 
rity 

Nn 

.«;tatn 

ZlD 

1904 
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STOCK  ANALYSIS 


by  HEINZ  H.  Bi£L» 

Devaluation 


BABSO?iJ*S  REPORTS  Inc. 

WELLESLEY  HILLS.  MASS.  02181 


Ever  since  our  balance-of-payments 
problem  first  became  acute  some  years 
ago.  implying  an  eventual  dollar  de- 
valuation. I  strongly  pooh-poohed  the 
mere  possibility.  I  could  not  conceive 
of  such  foolishness.  Devalue  against 
what?  The  mark,  the  lira,  or  the 
French  franc?  How  can  you  devalue 
the  world's  standard  of  value,  the 
U.S.  dollar?  Yet.  on  New  Year's  Day 
the  President  of  the  United  States  did 
the  unthinkable:  He  demeaned  the 
currency  of  our  country. 

President  Johnson  did  not  propose 
anything  as  obvious  as  a  change  in  the 
price  of  gold  (which  is  inviolate — as 
if  anybody  except  the  Banque  de 
France,  gold  hoarders  and  speculators 
or  gold  producers  would  care)  or  a 
change  in  foreign  exchange  rates.  No, 
what  the  President  proposed  was  a 
more  devious  type  of  devaluation:  He 
is  telling  us.  the  money-earning,  tax- 
paying  citizens,  that  the  use  of  our 
own  dollars  will  be  restricted  for  the 
first  time  in  the  nation's  history!  If 
we  want  to  go  abroad,  he  wants  to 
penalize  us.  If  we  want  to  invest 
abroad,  such  intentions  can  be  vetoed. 
After  bragging  all  along  how  wonder- 
fully our  free  enterprise  system  has 
worked,  how  many  economic  miracles 
we  have  achieved,  how  we  should 
impose  the  ringing  of  the  economic 
Liberty  Bell  on  any  country',  developed 
or  not.  he.  our  President,  tells  us  that 
our  dollar,  our  dollar,  is  so  weak  that 
we  have  to  resort  to  exchange  restric- 
tions a  la  Hjalmar  Schacht  of  Hitler's 
Germany. 

I  am  amazed  that  both  the  press  and 
many  politicians  actually  praised  the 
President  for  his  "courageous"  steps 
to  defend  the  dollar.  Are  they  blind? 
The  assault  on  the  integrity  of  the 
dollar  started  with  the  so-called  In- 
terest Equalization  Tax  which  imposed 
a  special  tax  on  .Americans  wishing  to 
invest  in  foreign  securities.  Now  we 
are  about  to  take  the  next  step.  And 
where  will  we  go  from  here,  and  where 
will  it  end? 

We  should  protest  vociferously  be- 
fore it  is  too  late.  Many  foreigners, 
believing,  as  we  all  do.  that  this  coun- 
try is  strong  and  sound,  have  "nest 
eggs"  in  the  U.  S..  ranging  from  mod- 
est savings  bank  deposits  to  huge  in- 
vestments in  stocks  and  bonds.  Over- 
all, short-term  claims  against  the  U.S. 


run  into  tens  of  billions  of  dollars. 
Our  creditors  have  every  reason  to 
get  worried  when  they  see  the  first  be- 
ginnings of  e.xchange  regulations. 

While  we  are  about  to  experience 
another  step  in  the  devaluation  of  the 
dollar  (by  limiting  its  unrestricted 
use),  we  are  already  familiar  with  its 
gradual  depreciation,  i.e..  the  loss  of 
buying  power  as  a  result  of  inflation. 
The  latter,  we  should  realize,  has  been. 
is  and  will  remain  a  way  of  life  not 
only  with  us  but  with  just  about  any 
other  country.  The  only  thing  we 
have  to  worry  about  is  that  inflation 
may  get  out  of  hand.  A  rate  of  2^ 
a  year  is  tolerable;  if  we  go  much 
beyond  that  it  becomes  dangerous.  We 
are  getting  close  to  the  danger  point. 

Inflation    Policy 

We  all  need  "inflation  hedges"  to 
protect  ourselves.  While  real  estate, 
paintings,  stamps,  coins,  etc.,  have 
served  the  investor  well  over  the  years, 
they  do  require  specialized  knowledge 
and  they  usually  lack  instantaneous 
marketability.  Invariably  we  always 
come  back  to  common  stocks,  which 
not  only  enjoy  superb  liquidity,  but 
also  have  outpaced  our  fairly  slow 
rate  of  inflation  by  a  mile.  Yet,  wheth- 
er you  buy  a  Claude  Monet  or  one 
of  the  bluest  blue  chips  on  the  New 
York  Stock  Exchange,  never  think 
short-term  when  you  think  of  an  in- 
vestment as  an  inflation  hedge,  A  bad 
market,  even  though  only  temporary, 
can  knock  down  prices  by  20*^  or 
more  in  a  matter  of  weeks.  It  would 
take  "inflation"  about  five  years  to  hurt 
you  that  much. 

At  this  juncture,  as  an  investor.  I 
would  prefer  not  to  be  fully  invested, 
keeping  perhaps  20'yc  as  a  buying 
reserve  to  take  advantage  of  possibly 
more  favorable  buying  opportunities. 
E.xcluding  utility  stocks  which  I  prefer 
to  classify  as  "defensive"  investments, 
a  moderately  aggressive,  diversified 
stock  portfolio  might  include  the  fol- 
lowing: Aluminum  Co.  of  America, 
Combustion  Engineering.  Eastman 
Kodak.  Electric  Bond  &  Share.  Inter- 
national Tel.  &  Tel..  Kerr-McGee 
Corp..  National  Cash  Register.  Sher- 
win-lVilliams  Co..  Transamerica  and 
United  Fruit  Co.   ■ 

•Mr.  Biel  is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Emanuel.  Deetjen  &  Co. 
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What 


in  your  stocks? 


Strong  price  performance  in  the  next  12  months? 

Wide  appreciation  potentiality  in  the  next  3  to  5 
years? 

High  yield  in  the  next  12  months? 

Dependability,   in  terms  of  growth  and  stability, 
over  the  very  long  term  (beyond  5 years)? 


Value  Line,  alone  among  invest- 
nnent  advisory  services,  rates  1400 
widely  held  stocks  systematically 
every  week  for  (1)  Market  perform- 
ance in  the  next  12  months  ...  (2) 
Appreciation  in  the  period  3  to  5 
years  hence  ...  (3)  Yield  in  the 
next  12  months  ...  (4)  Dependa- 
bility over  the  very  long  term  (be- 
yond 5  years). 

How  important  is  each  of 
these  goals  in  terms  of  your 
own  personal  investment 
scheme? 

•  Value  Line  is  the  only  advisof-y 
service  that  lays  its  forecasts  on 
the  line  every  week,  for  every  one 
of  the  1400  stocks,  in  unequivocal 
numbers  —  never  in  ambiguous  ad- 
jectives. 

•  Value  Line  is  the  only  advis- 
ory service  that  indicates  to  you, 
through  objectively  determined 
probability,  which  of  the  1400 
stocks  are  the  very  best  (l-ranked), 
the  above  average  (ll-ranked),  the 
average  (Ill-ranked),  the  below  av- 
erage (IV-ranked)  and  the  poorest 
"(V-ranked)  stocks.  These  determi- 
nations are  published  weekly  and 
are  applied  to  future  price  change 
probabilities  in  three  specific  time 
periods:  (1)  the  next  12  months  .  .  . 
(2)  the  period  3  to  5  years  from 
now  ...  (3)  beyond  5  years  .  .  .  and 
(4)  to  yield  expectancy  in  the  next 
12  months. 

•  Value  Line  Is  the  only  advisory 
service  with  a  unique  method  of 
assigning  index  numbers  which  en- 
able you  to  weigh  these  four  attri- 
butes of  each  stock  in  accordance 
with  your  own  investment  goals. 

NOTE:  Not  every  one  of  the  more 
than  1400  stocks  will  perform  in 


the  market  in  accordance  with  its 
ratings.  But  such  a  large  percent- 
age have  in  the  past,  for  reasons 
that  are  logical,  that  you  owe  it  to 
yourself  to  check  every  stock  that 
you  now  hold  or  are  thinking  of 
buying  or  selling  with  Value  Line's 
objective  determinations  of  proba- 
bility. 

Why  not  put  The  Value  Line  In- 
vestment Survey  to  the  profitability 

est  under  our  money-back  guaran- 

ee?  If,  for  any  reason,  Value  Line 
should  fail  to  meet  your  expecta- 

ions,  return  the  material  within  30 
days  and  your  money  will  be  re- 

unded  at  once. 
The  coupon  will  bring  you,  for 

he  term  you  check  —  one  year  for 
$167.  3  months  for  $44,  or4weeks 

or  $5  —  the  complete  weekly  edi- 

ions  of  The  Value  Line  Investment 
Survey.   Each   edition   consists  of 

ull-page   reports   and   ratings  on 


about  105  stocks,  the  12-page 
Weekly  Summary  of  Advices  &  In- 
dex, and  the  8-  to  12-page  Selection 
&  Opinion  section  .  .  .  plus  the 
monthly  Special  Report  on  insider 
transactions  and  quarterly  Special 
Report  on  mutual  fund  transactions 
issued  during  the  term  of  your  sub- 
scription. 

BONUS  •  With  the  annual  or  3- 
month  subscription,  Value  Line  will 
ship  to  you  immediately  the  2-vol- 
ume  Investors  Reference  Library 
which  will  give  you  the  latest  re- 
ports on  all  stocks  that  have  been 
published  prior  to  your  subscrip- 
tion. During  the  subscription  period 
all  1400  reports  will  be  updated, 
enabling  you  to  keep  this  ready  ref- 
erence continually  current  as  each 
new  edition  reaches  you. 

The  complete  Value  Line  Survey 
stands  available  to  you  in  your  own 
library  or  office  as  a  ready  refer- 
ence on  1400  stocks  and  about  75 
Special  Situations,  each  systemat- 
ically updated  every  week. 

With  Value  Line  you  are  never  at 
a  loss  for  an  objective  and  current 
appraisal  of  probabilities  within  de- 
fined future  time  periods. 

In  fairness  to  regular  subscribers,  who  pay 
$167  a  year  for  The  Value  Line  Investment 
Survey,  we  cannot  make  the  $5  trial  for  4 
weeks  of  service  available  to  anyone  who  has 
already  had  such  a  trial  within  the  past  six 
months. 


□  ONE  YEAR- $167 
(52  EDITIONS) 


□  3-M0NTHTRIAL-$44 
(13  EDITIONS) 


Send  me  the  complete  service  for  the  term  checked  plus 
—as  a  bonus— the  2-volume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the 
13  weeks  preceding  start  of  this  subscription. 
D  Payment  enclosed  D  Bill  me 


□  FOUR-WEEK  TRIAL-$5 
(4  EDITIONS) 

Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service  for  $5.  I  enclose 
payment. 


I 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 

Name  (please  print) 


Address 


-AA16-51 


City. 


State. 


Zip 


(Subscription  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents, 
please  add  5%  sales  tax;  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

THE  VALUE  LIIVE 

IINVESTMEINT   SURVEY 

Published  by  Arnold  Bernhard  &  Co.,  Inc. 
5  EAST  44th  STREET.  NEW  YORK,  N.  Y.  10017 

(No  anignment  of  this  agreement  will  be  made  without  subscriber's  consent.) 

.^ VALID  UNTIL  APRIL  30,  1968 
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NO  LOAD 


*25 


Tnergy 

FUND 


noWf  our  lower  minimums 
permit  you  to  set-up  a  voluntary 
(not  contractLial) 

PERIODIC  DOLLAR  PURCHASE  PLAN 
with  a  minimum  of 

$25 

on  monthly  or  quarterly  basis 
after  initial  investment  of 
$100. 

100%  of  your  money  invested  for 
GROWTH  in:  •  electronics  •  electric  utilities 

•  data  processing  •  oil  &  gas 

•  communications  •  aerospace 

•  transportation  •  nuclear  energy  &  others 


SELF-EMPLOYED  RETIREMENT  PLANS 

ENERGY  FUND  is  a  qualified 
investment  under  Keogh  Act 


NO 


sales  charge 
redemption  charge 


•  Single  or  Occasional  Purchases 

"RALPHE."SAMLrErirCO.,  Distributor 
Members  N.Y.  Stock  Exchange 
55  Broad  St.,  New  York  10004        F2-1 
To  buy  10  shares  or  more 
phone  collect  (212)  344-5300 
Please  send  me  the  FREE  prospectus 
and  literature  on  ENERGY  FUND. 

NAME— — 

AODRESS.^ . ^ 


7IP 


RELY... 

on  professional  investment 
management  for  your 
portfolio  of  $10,000  or  more 


Hundreds  of  investors  throughout  the  United 
States  and  around  the  world  hove  turned  to 
Roger  E.  Spear's  Decision  Management  Plan  to 
direct  their  capital  gains  program.  And  no  won- 
der  .   .   . 

With  more  than  40  years  of  Investment  experi- 
ence, coupled  with  advanced  computer  tech- 
nology and  a  large,  expert  research  staff,  the 
Decision  Management  Plan  represents  the  com- 
p/ete     Investment     service     for     your     portfolio. 

Whether  your  goal  be  retirement,  travel,  educa- 
tion, or  protection  from  inflation,  the  Decision 
Management  Plan  con  give  you  professional 
assistance. 

Roger  E.  Spear's  Decision  Management  Plan  to 
date,  has  proved  particularly  helpful  in  achiev- 
ing conservative  capital  growth  for  investors  with 
capital  ranging  from  $10,000  up — men  and 
women  who  appreciate  the  risks  and  seek  the 
rewards  of  o  professionally  managed  common 
stock   portfolio. 

With  our  compliments:  "Declare  Your  Own  Divi- 
dends"—a  32-page  fact-filled  booklet  describing 
how  the  Decision  Management  Plan  can  help 
you. 


SPEAR  &  STAFF.  INC. 

Dept.   MF201 

Investment    Management    Division 
Babson  Pork,  Moss.  02157 


THE  MARKET  OUTLOOK 

by  SIDNEY  B.  LUJ?IE* 

Highfliers  in  1968r 


In  my  mid-January  column  I  inti- 
mated that  there  would  be  a  new  group 
of  "highfliers."  so  to  speak,  in  1968, 
and  that  the  list  would  not  be  confined 
exclusively  to  companies  with  superior 
technological  skills.  Illustrative  of  the 
point,  I  believe,  is  the  "new  look" 
to  the  soft-coal  business.  For  one 
thing,  with  the  cost  of  atomic  power 
plants  increasing  and  the  construction 
lead  time  roughly  triple  that  required 
to  obtain  a  coal-fired  generating  plant, 
coal's  competitive  position  has  im- 
proved. Second,  there  have  been 
significant  research  breakthroughs 
which  suggest  that  the  coal  mine  of 
today  could  ultimately  be  the  oil  well 
i  and  natural  gas  field  of  tomorrow. 
Looking  down  the  road.  I  believe  these 
two  markets  could  represent  almost  as 
large  a  market  for  coal  as  the  in- 
dustry's biggest  single  customer  of 
today — the  electrical  utilities. 

For  example.  I  believe  Pittston  Co. 
(around  52.  paying  SI. 20  plus  stock) 
is  an  interesting  capital-gains  specula- 
tion. After  having  gone  through  a 
period  of  heavy  capital  expenditures 
that  were  aimed  at  cost  reduction  in  its 
mines  (which  last  year  produced  a 
little  over  19  million  tons  of  coal), 
the  company  is  now  in  a  position  to 
derive  the  full  benefits  of  better  prices 
and  higher  production.  The  outlook 
is  also  good  for  the  company's  two 
noncoal  divisions,  which  contribute 
not  quite  half  of  earnings — oil  distri- 
bution (mainly  at  wholesale)  in  the 
Middle  Atlantic  and  New  England 
states,  transportation  and  warehousing 
in  the  U.S.  and  Canada.  Assuming  no 
steel  strike  (the  steel  industry  uses 
perhaps  one-third  of  the  company's 
coal  output).  I  believe  Pittston's  1968 
earnings  potential  is  in  the  S4-per- 
share  area  as  compared  with  estimated 
1967  profits  of  S3.50  per  share. 

Coal,  via  the  company's  1966  pur- 
chase of  Consolidation  Coal,  is  an 
important  contributor  to  the  profits 
improvement  registered  in  1967  by 
Continental  Oil.  I  estimate  that  the  coal 
division  contributed  over  15%  of  last 
year's  total  earnings  of  about  $5.65 
per  share  on  the  average  number  of 
shares  outstanding.  Furthermore.  I  be- 
lieve that  the  company's  coal  produc- 
tion, which  last  year  was  about  50 
million  tons,  will  increase  some  40% 
in  the  next  five  years,  so  that  profits 


of  the  coal  division  could  increase 
.10%  annually  from  here  out.  With 
the  domestic  oil  demand  outlook  good 
and  prices  firm.  I  believe  Continental 
Oil's  1968  earnings  potential  is  10% 
above  the  record-high  1967  results.  It 
seems  to  me  that  the  market  has  not 
yet  recognized  the  possibility  that  Con- 
tinental could  be  nearing  the  threshold 
of  an  earnings  explosion.  The  stock 
(around  7,  paying  $2.80)  is  an  above- 
average  value. 

Pressures  on  Prices 

Important  as  are  these  specifics,  I 
believe  the  broad  forces  that  have 
been  at  work  within  the  economy  and 
the  stock  market  alike  warrant  con- 
sideration. Changes  in  environment 
and  attitudes  have  a  latent  but  none- 
theless powerful  underlying  influence 
on  the  trend  of  stock  prices.  While 
there  are  many  beneath-the-surface 
forces,  I  believe  the  following  have 
had  and  will  continue  to  have  a  major 
impact  on  the  world  in  which  the 
■security  buyer  lives. 

•  Most  important  of  all.  in  my 
opinion,  is  the  enormous  growth  of  the 
professional  investment  community  in 
the  past  decade.  Not  only  should  this 
growth  continue,  but  there  has  been 
a  change  in  professional  investor  atti- 
tudes: The  emphasis  today  is  on  man- 
aging money  to  its  greatest  capabilities. 

•  The  fact  that  we  are  living  in  a 
managed  economy  and  the  "managers" 
have  been  able  to  avoid  massive  re- 
adjustments has  heightened  the  basic 
attraction  of  common  stocks.  While 
the  economy  before  World  War  II  and 
up  to  about  1957  tended  to  move  as 
a  whole,  we  have  since  had  an  era  of 
fragmented  prosperity  and  or  private 
recessions.  It's  no  longer  true  that  as 
goes  steel,  so  goes  the  nation. 

•  The  art  of  diversification  is  not 
new  to  American  industry.  Now  there 
is  a  new  management  philosophy  of 
operation — the  so-called  conglomer- 
ate. This  is  "new"  in  the  premise  that 
scientific  and  professional  management 
willing  to  utilize  leverage  can  capitalize 
on  opportunities  others  might  over- 
look, that  centralized  management  can 
create  momentum  which  results  in 
special  corporate  strengths.  I  believe 
the  list  of  conglomerates  will  grow.  ■ 

•Mr.  Lurie  is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Josephthal  &  Co. 
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THE  MARKET  NOW: 

WILL  IT  SOAR  OR  SINK?        ™— .i«m 

The  market's  year-end  rise  arrived  and  departed  on  schedule.  What  happens  now? 
F&F  takes  a  long  hard  look  at  its  sensitive  market  barometers  and  suggests  a 
likely  course  for  the  weeks  ahead. 


HEDGING  AGAINST  INFLATION — 
AND  DEFLATION 

In  an  eight-page  study,  F&F  explains  how  and  why  se- 
lected oil  stocks  could  brace  your  portfolio  against  the 
double  threat  of  inflation  and  deflation.  If  you're  worried 
about  higher  taxes,  higher  interest  rates  and  a  possible 
devaluation,  this  is  a  report  you  ought  to  read. 

FOUR    INTERESTING  OIL 
PARTICIPATIONS 

F&F  surveys  Gulf  Oil — a  growth  giant  and  an  institu- 
tional favorite  —  and  three  smaller,  more  speculative 
oil-related  stocks. 

SHOULD  YOU  BUY  GOLD  SHARES? 

F&F  monitors  the  monetary  situation,  charts  its  gold 
stock  average,  and  offers  thumbnail  sketches  of  eight 
recommended  gold  stocks. 

A  DYNAMIC  RETAIL  SITUATION 

In  1947  this  retail  organization  consisted  of  a  single 
liny  store.  It  now  generates  annual  revenue  of  more 
than  $700  million.  F&F  projects  significantly  higher 
earnings  for  this  company  over  the  next  few  years,  and 
a  significantly  higher  price  tag  for  its  stock. 

FOLLOW-UP  REVIEWS 

Fairchild  Camera  (  with  our  projection  of  its  price  poten- 
tial) plus  updated  comments  on  Royal  Industries. 

AN  UNUSUAL  HIGH-YIELD 
OPPORTUNITY 

This  common  stock  is  a  U.  S.  Ciovcrnment  i.wsue  yielding 
about  5.7  per  cent.  F&F  shows  why  it  could  be  an  un- 
usual appreciation  vehicle. 


PORTFOLIO  REVIEW 

A  tabulation  with  current  buy,  hold  and  sell  recom- 
mendations on  all  62  stocks  on  F&F's  list. 

YOUR    INVESTMENT  POLICY 

How  should  you  organize  your  portfolio  in  a  market  as 
uncertain  as  today's?  F&F  recommends  a  specific  policy 
that  could  enable  you  to  take  advantage  of  profit  oppor- 
tunities and  simultaneously  protect  yourself  against  a 
possible  slide  in  stock  prices. 

This  look  at  the  contents  of  the  January  17th  issue  of 
FINDINGS  &  FORECASTS  indicates  the  wealth  of  in- 
formation you'll  find  in  this  uncommonly  interesting 
investment  advisory  service. 

You  may  receive  this  40-page  issue  for  only  $10,  or 
you  may  have  it  as  a  bonus  with  a  subscription  to  F&F. 
Either  way,  you'll  discover  just  how  useful  it  is  to  have 
F&F  as  your  guide  in  today's  swift-changing  market. 

FINDINGS  &  FORECASTS  is  based  on  the  premise 
that  investor  psychology  is  a  major  cause  of  the  cyclical 
motion  of  stock  prices;  that  principles  of  mass  psychol- 
ogy can  be  integrated  with  market  action;  and  that, 
consequently,  movements  of  the  market  and  of  indi- 
vidual stocks  are  frequently  forecastable. 

Evidence  of  the  effectiveness  of  these  views  lies  in 
F&F's  performance  record  for  the  most  recent  available 
12-month  period.  You  will  receive  this  complete  record 
when  you  mail  the  coupon.  (The  record  does  not  im- 
ply that  future  performance  will  equal  past  results.) 

F&F  is  issued  twice  a  month;  it  is  supplemented  by 
special  reports  and  bulletins  as  market  conditions  war- 
rant. If  you  are  interested  in  learning  how  it  may  help 
you  with  your  investment  program  in  the  critical  months 
ahead,  you  are  invited  to  mail  the  form  below. 


NUVEEN  CORPORATION 

Members:  New  York  .Stock  Exchange  and  other  principal  exchanges 
61    BROADWAY  •  NEW  YORK,  NEW  YORK    10006 

□  Please  send  the  January  17th  issue,  plus  F&F's  performance  record.  I  enclose  $10. 
Send  the  issue  and  the  performance  record  as  a  bonus  with: 

□  a  three-month  trial  subscription  at  $150.     □  a  year's  subscription  at  $500. 


FA 


Name 


Addresi 


City 


State 


Zip 


□  Please  send  information  on  how  I  can  obtain  F&F  on  a  brokerage  basis,  without  cash  outlay. 

This  subscription  may  not  be  assigned  without  your  consent. 
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You  can 


earn 


"otfoin 


.  regardless  of  time 
funds  remain  in  account 

Dividends 
Compounded  Daily 

on  all  accounts  as  follows: 
funds  received  by  us  by  the 
10th  of  any  month  and  held 
to  the  end  of  the  quarter  earn 
from  the  1st.  Funds  received  by  the  10th  of  the 
month  and  withdrawn  before  the  end  of  the 
quarter  earn  from  the  date  of  receipt  to  the 
actual  date  of  withdrawal.  Funds  do  not  have 
to  remain  in  the  account  a  minimum  of  3  months. 


5 


g^    per  annum 
j^  base  rate 


ON  ALL  ACCOUNTS 

Current  Rate 
Equivalent  to 

per  annum  when  princi- 
pal and  dividends  remain 
in  the  account  one  year 
and  dividends  are  compounded  daily. 


5.13^° 


On  New  Bonus  Accounts 

you  get  an  additional 

_    I     rrf     per  annum  on  accounts  held 

1/4^    36  months.    Bonus  accounts 

/     ■  must   be   opened    in   minimum 

amounts  of  $1,000  or  in  multiples  of  $1,000. 


Fi 


EST.  1937 


DELITY. 

,     SAVINGS   A  LOAN   ASSOCIATION 

\      Box  1631-22    •    Glendale,  Calif.  91209 

\JW  FIDELITY    FEDERAL    SAVINGS  I 

□    Please  send  information  obouf  your  savings  occounts. 
n    Please    send    informotion    about    your 
CHECK-A-MONTH    plon. 

NAME 


ADDRESS- 
CITY 


-STATE 

PLEASE  PRINT 


-ZIP- 


22 
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CONVERTIBLE   BONDS 

and  177  convertible  preferred  stocks 
are  charted  by  our  R.H.M.  CONVERT- 
IBLE SURVEY  on  unique  and  inval- 
uable conversion  ratio  charts  which 
pinpoint  buying  opportunities.  Are  you 
fully  conversant  with  convertibles — 
recognize  their  opportunities  when 
they  occur?  To  introduce  you  to  a 
complete  investment  service  covering 
the  entire  field  of  convertibles,  we 
invite  you  to  send  for  our  FREE  re- 
port on  "Convertible  Opportunities."  It 
is  a  full  explanation  of  convertibles 
which  can  prevent  future  missed  oppor- 
tunities for  you.  There  is  no  obligation. 
Send  to:  "Convertibles,"  Dept.  F-16, 
R.H.M.  Associates,  220  Fifth  Ave.,  New 
York,  N.Y.  10001. 


OVERSEAS  COMMENTARY 


by  GEORGE  J.  HErSlRY 


The  Big  Problem 


Correcting  their  adverse  balances  of 
payments  and  putting  tiieir  houses  in 
order  as  far  as  international  finance  is 
concerned  are  the  first  order  of  the 
day  for  both  Britain  and  the  U.S. 

President  Johnson  has  presented 
some  of  the  remedies  he  proposes  to 
use.  One  is  to  enforce  the  hitherto 
"voluntary"  curbs  on  direct  foreign 
investments  in  the  so-called  developed 
countries.  This  means,  for  all  practical 
purposes,  that  American  corporations 
will  not  be  able  to  increase  their  hold- 
ings in  Western  European  affiliates 
and  will  not  be  able  to  finance  expan- 
sion in  Western  Europe  from  the  U.S. 
It  is  also  proposed  that  there  be  a 
deterrent  to  travel  outside  the  Amer- 
icas. How  this  will  be  accomplished 
has  not  yet  been  disclosed,  but  pre- 
sumably some  type  of  travel  tax  will 
be  imposed. 

In  spite  of  the  fact  that  our  cur- 
rency sent  overseas  is  more  and  more 
controlled,  the  Administration  still 
seems  very  reluctant  to  admit  that 
exchange  control  does,  in  fact,  exist, 
and  apparently  is  unwilling  to  regulate 
the  amount  of  money  that  can  be 
taken  out  of  the  country.  Govern- 
ment expenditures  abroad,  will  also  be 
curbed,  but  this  will  apparently  be  to 
the  extent  of  $500  million. 

Travel  vs.  Investing 

Once  again,  political  expediency 
rather  than  economic  necessity  has 
won  the  day.  To  begin  with,  it  would 
appear  that  the  public  sector  is  to  con- 
tribute very  little  to  our  foreign  ex- 
change savings;  by  far  the  largest 
amount  is  expected  to  come  from  the 
private  sector.  I  believe  there  is  no 
justification  for  this.  And  when  we  ex- 
amine the  proposals  as  they  affect  the 
private  sector,  the  prime  consideration 
seems  to  be,  not  where  the  saving  will 
be  least  harmful  to  us  economically, 
but  where  the  Administration  can  save 
and  feel  the  least  adverse  results  at 
the  polls  during  the  next  election. 

Far  be  it  from  me  to  suggest  that 
foreign  travel  does  not  make  a  very 
great  intangible  contribution,  especial- 
ly culturally:  but,  as  far  as  its  eco- 
nomic results,  it  is  hardly  to  be  com- 
pared in  long-term  benefit  with  direct 
investments.  A  figure  of  $5.5  billion 
is  frequently  referred  to  as  being  the 
income  from  our  foreign  investments. 


This  amount  is  much  larger  than  the 
greatest  adverse  balance  of  payments 
has  ever  been  in  any  single  year.  To 
prevent  the  growth  of  our  income- 
producing  assets  abroad  would  seem 
absolutely  foolhardy.  But,  obviously, 
the  number  of  people  who  will  re- 
member such  foreign-investment  mea- 
sures at  election  time  will  be  fewer 
than  the  number  who  might  be  dis- 
gruntled over  some  type  of  foreign-ex- 
change restriction  on  travel  abroad. 

Drastic  Measures 

Meanwhile,  England  is  putting  her 
house  in  order  to  make  the  sterling 
devaluation  stick.  Prime  Minister  Wil- 
son has  announced  some  drastic  mea- 
sures, including,  for  all  practical  pur- 
poses, Britain's  intention  to  pull  out  of 
all  military  commitments  east  of  the 
Suez  Canal.  The  last  remnant  of  the 
glory  that  was  the  British  Empire  is 
slowly  but  surely  fading  away.  To 
what  extent  this  plan  of  the  British 
Government  can  be  or  will  be  fully 
implemented  remains  to  be  seen.  Brit- 
ain still  has  large  assets  in  the  Far 
East,  especially  in  Malaysia,  and  also 
has  certain  policing  commitments. 
There  can  be  little  question  that  the 
British  forces  are  in  the  Far  East  to 
maintain  internal  peace,  and  for  no 
other  reason.  In  time  the  British  Gov- 
ernment may  change  its  mind  on  this 
point,  possibly  discovering  that  the 
amount  of  money  saved  would  not  be 
as  great  as  the  amount  of  assets  Brit- 
ain has  to  protect  in  rubber  planta- 
tions and  the  like,  as  well  as  the 
amount  of  foreign  exchange  that  she 
earns  from  her  Far  Eastern  assets. 

And  to  make  sure  that  at  least  one 
substantial  item  on  the  government 
side  of  the  English  balance  of  pay- 
ments should  help,  the  order  for  $1 
billion  worth  of  aircraft  at  General 
Dynamics  has  been  cancelled.  The 
British  measures  may  have  some  slight 
affect  on  our  own  position,  but  they 
will  be  small,  and,  in  view  of  the 
united  front  which  even  now  sterling 
and  the  dollar  must  show,  it  is  more 
important  that  sterling  be  sufficiently 
strengthened  than  that  we  suffer  some 
small  adverse  eff^ects. 

The  measures  of  the  two  countries, 
taken  jointly,  do  not  augur  well  for 
expanding  economies  throughout  the 
world.  Much  of  the  capital  which  has 
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been  used  to  encourage  growth  will 
not  now  be  available — theoretically, 
temporarily.  But  government  measures 
which  are  supposed  to  be  temporary 
have  a  very  nasty  habit  of  staying 
around  indefinitely.  It  is  still  up  to 
the  U.S.  to  correct  what  is  a  liquidity 
problem  more  than  a  balance-of-pay- 
ments  problem.  The  best  way  to  tackle 
it  is  by  taking  mild  deflationary  mea- 
Nures  at  home,  such  as  the  advocated 
increase  in  income  taxes  and  the  re- 
duction of  government  expenditures 
where  possible. 

In  Britain's  case.  too.  restriction  of 
domestic  consumption  is  necessary, 
and  the  British  budget  in  April  can 
be  expected  to  carry  a  few  deflation- 
ary measures.  One  wonders,  in  view 
of  the  situation,  why  Wilson  does  not 
introduce  an  emergency  budget  im- 
mediately, why  wait  until  April? 

Speculation  in  Gold 

In  the  situation  today,  rumors  and 
counlerrumors  are  bound  to  occur 
with  some  frequency.  I  am  still  of  the 
very  definite  opinion  that  the  U.S. 
price  of  gold  will  not  be  changed.  I 
previously  mentioned  that  one  who 
would  be  willing  to  take  the  risk  might 
find  it  to  his  advantage  to  pick  up 
gold  shares  on  any  considerable  drop, 
especially  of  those  issues  which  have 
merits  irrespective  of  any  change  in  i 
the  price  of  gold.  Fluctuations  in  gold  | 
shiire  prices  over  the  last  few  months 
have  been  great.  For  instance.  IVesl- 
ern  Deep  Levels  is  currently  selling  at  i 
around  1 5' 2.  compared  with  12'/2 
around  the  end  of  November.  The 
>lock  hit  15  in  early  December,  only  | 
to  fall  back  to  around  13  during  the 
following  weeks,  then  rose  again.  For 
those  with  courage  and  conviction, 
these  wild  fluctuations  may  well  afford 
excellent  trading  opportunities,  but  it 
is  hardly  something  to  be  recom- 
•lended  to  widows  and  orphans. 

Word  is  out  that  British  Motors  and 
Lt\hiii(l  Motors  propose  to  merge. 
British  Motors  is  a  very  large  combine, 
itself  the  result  of  several  mergers, 
and  if  this  proposed  merger  with  Ley- 
land  goes  through,  it  will  be  able  to 
establish  a  very  strong  unit  in  the 
manufacture  of  motor  vehicles.  As  it 
is.  British  Motors  is  among  the  three 
top  car  producers  outside  the  U.S. 
Leyland's  position  in  the  field  of  pro- 
ducing buses  and  commercial  vehicles 
is  very  strong  indeed.  The  combined 
unit  would  establish  an  integrated 
company  capable  of  making  savings 
through  a  number  of  rationalizations, 
and  enabling  British  products  in  this 
field  to  be  more  competitive  in  world. 
markets.   ■ 

Mr.  Schulz'  column  will  be  in  the 
Feb.  15  issue. 


IT'S  GOOD  TO  OWN  GROWTH  STOCKS! 

The  following  tabulation  shows  you  why  and  it  also  shows  you  the  good 
results  which  have  been  obtained  from  our  monthly  service,  "America's  Fastest 
Growing  Companies": 

Percent   Change   In   Market  Price 

1965  1966  1967 

Americo's   Fastest  Growing  Componies  -\-   27%  —      3%  +   54% 

•A"    Rated   AFGC  4-79  —   10  +264 

Oow-Jones    Industrial    Average  +11  —   19  +14 

V\'hile  this  record  may  not  be  duplicated  in  the  future,  we  nevertheless  regard  it 
as  a  fair  measure  of  the  effectiveness  of  our  AFGC  techniques. 

By  concentrating  on  companies  which  are  compounding  their  earning  power  and 
market  value  at  high  rates,  "America's  Fastest  Growing  Companies"  gives  its  sub- 
scribers  a    wealth  of  profit-making  information. 

Every  month  this  service  reviews  the  progress  of  each  of  the  140-150  stocks  of  the 
fastest  growing  companies  in  the  nation  and  then  carefully  rates  them  for  their 
relative  investment  attraction. 

If  you  are  a  serious  investor  who  does  not  have  to  be  told  which  stocks  to  buy  or 
sell,  but  prefers  to  make  his  own  decisions  on  the  basis  of  carefully  presented  data. 
".America's  Fastest  Growing  Companies"  will  \it  of  unusual  interest  and  value  to 
you. 

.An   annual   subscription   to  our   .AFCiC   service   costs   only   $68,   or   if  you   prefer,   a 
6-month   subscription   is  available  for  $35  or  a  2-month  introductory  trial   for  only 
$10.  Merely  send   in  the  order  form  to  begin  your  subscription. 
Vour  order  brings  you: 

•  Monthly  Issues   (some  50  pages ^   of  "America's  Fastest  Growing  Companies". 

•  The   unique   .AF(»C  I'.A  N'(K;R.'\HH,  a   graphical   presentation  of  the   standing 
of   each    .\FCiC   stock    relative   to    its   price,   earning   power   and    growth    rate. 

JOHN  S.   HEROLD,   INC.  Greenwich,  Conn.  06830 

Please  send  me  AMERICA'S  FASTEST  GROWING  COMPANIES,  the  monthly  report 
for  investors  wishing  to  own  stocks  which  are  compounding  earning  power  at  rapid 
rates. 

a  $68  tor  one  year  ~  S35  (or  6  months  D  SIO  for  2  months 

NAME  

STREET  

CITY  STATE  ZIP  CODE 

Z   Check   Knrlosed  □  Bill   me  F-2I68 


KEYSTONE  STEELS 
COMMON  STOCK  DIVIDEND 


No.  190 


Declared  by  the  Board  of  Directors 
on  January  10,  1968. 

AMOUNT:   500 
RECORD  DATE:   Feb.  2,  1968 
PAYABLE:   Mar.  4,  1968 


KEYSTONE 

STEEL  &  WIRE 

COMPANY 
Peoria.   III.  61607 


(The  Company  has  paid  cash  dividends  in 
every  quarter  since  1938.) 


Steel  and  Wire  for  the  Nation  and  the  World  Since  1889 


TAX   SHELTER 

12%  or  more  compounded  annually  is 
the  tax  sheltered  growth  possibility  of 
a   new  type  of  annuity.  A  tax  shelter 
against   deflation   as   well   as   inflation. 
The  cost  may  be  deducted  from  taxable 
incomes  of  the  self-employed  and  the 
employee  of  nonprofit  organizations.  A 
highly    profitable    guaranteed    invest- 
ment when  purchased  as  a  straight  tax 
sheltered  investment. 
Complete  information  without  obliga- 
tion. 
Give  date  of  birth. 

POLICYHOLDERS'   MUTUAL 
LIFE   INSURANCE   COMPANY 

P.O.    Box    2227 
Houston,    Texas    7  7001 

hi-shsat  /to.«.nce 

C  O  It  1*  O  It/kT  1  O  m      1   CALIFORW* 

DESIGNER  AND  PRODUCER  OF  PRECISION 
FASTENING  SYSTEMS  AND  ORDNANCE  DEVICES 

The  Board  ol  Directors  has  declared  a  regular  quarterly  dividend  of 
Five  Cents  (5()  per  share  on  the  capital  stock  of  the  Company,  payable 
February  19,  1968  to  stockholders  of  record  at  the  close  of  business 
February  5,  1968. 

February  1,  1968 

James  C.  Rome, 
Treasurer 
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How  to  have 
your  portfolio  of 

$5,000  to  $50,000 

supervised  for 

capital  growth 

objectives 

Here  are  the  five  simple  steps  you 
take  to  benefit  from  the  Danforth 
Associates  Investment  Manage- 
ment Plan: 

1.  Write  us  now  for  a  42-page 
booklet  describing  this  tested  plan. 
No  obligation.  No  one  will  call 
you.  We  serve  clients  all  over  the 
world  (in  at  least  55  countries) 
solely  by  correspondence. 

2.  Study  our  methods  and  goals. 
See  how  we  will  try  to  help  your 
money  grow  by  carefully  selecting 
and  supervising  your  investments 
in  leading  common  stocks.  Com- 
pare the  10-year  "Performance 
Record"  of  all  the  funds  we  have 
managed. 

3.  Send  us  a  "Request  Form"  tell- 
ing the  amount  of  cash  or  securities 
you  want  us  to  manage,  how  you 
want  dividends  and  fees  handled 
and,  if  you  wish,  a  little  data  on 
your  own  financial  plans. 

4.  Open  your  own  account  with  a 
large  NYSE  Member  Firm  which 
has  one  office  serving  Danforth 
clients  only.  Deposit  your  cash 
and/ or  securities  in  this  account 
and  give  them  limited  power  to  ac- 
cept instructions  from  us  —  with  all 
transactions  to  be  made  only  in 
your  name. 

5.  From  here  on,  our  analysts  will 
make  decisions  to  try  to  help  your 
capital  grow  as  fast  as  possible  con- 
sistent with  reasonable  precautions. 
As  in  any  selection  of  investments, 
losses  do  and  will  occur,  but  you 
will  know  their  decisions  promptly. 
You  receive  monthly  accountings 
and  quarterly  evaluations.  You  can 
withdraw  at  any  time. 

The  plan  thus  far  has  proved,  we 
believe,  especially  efficient  in  pro- 
viding capital  growth  supervision 
to  portfolios  starting  with  from 
$5,000  to  $50,000.  To  take  your 
first  step  now,  simply  write  "'send 
booklet"  with  your  name  and  ad- 
dress ard  mail  to  Dept.  S-52, 

Danforth  Associates 

Wellesley  hills,  Mass.,  u.s.a.  onSi 

Investment  Management    .    Incorporated  l9i6 
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STOCK  TRENDS 


by  ROBERT  STOVALL* 


When  Institutions  Speculate 


Not  so  many  years  ago  "institutional 
trading"  meant  a  blue-chip  stock  mar- 
ket, because  it  was  the  big  blue  chips 
that  the  institutions  normally  accumu- 
lated. But  no  longer.  Today,  in  a 
market  where  mutual-fund,  life-in- 
surance and  pension-fund  buying  is 
steadily  growing,  much  of  the  action 
is  in  the  high-priced  glamour  and  low- 
priced  speculative  issues.  Why?  A 
major  factor  is  the  increasing  per- 
formance-mindedness  of  the  institu- 
tions. The  pressure  is  on  them.  Banks 
and  insurance  companies  and  pension 
funds  are  now  competing  with  invest- 
ment companies  for  performance  and 
with  foreign  professionals  as  well. 
(Indications  are  that  foreigners  are 
now  becoming  growth-stock  buyers.) 

To  derive  some  direct  benefits  from 
all  this,  the  individual  investor  should 
try  to  think  as  his  institutional  coun- 
terpart does  and  not  make  his  com- 
mitments in  areas  or  situations  that  are 
likely  to  be  passed  over.  He  should 
figure  out  where  the  institutions  will 
be  going — and  he  should  do  likewise. 
This  means  the  interest  should  be  in 
issues  with  reasonable  statistical  eval- 
uations and  definite  prospects  for 
achieving  higher  earnings  this  year, 
especially  if  the  operating  improve- 
ments come  from  upgraded  technol- 
ogy. Two  stocks  in  this  category  are: 

Raytheon  (around  95)  has  sagged 
a  bit  of  late  in  response  to  reports 
that  North  Vietnam  is  softening  its 
position.  However,  the  company  is 
much  more  than  a  supplier  of  tactical 
military  equipment  and  is  moving 
forward  on  several  fronts.  During 
1967  Raytheon  experienced  four 
favorable  developments:  1)  the  pro- 
posed acquisition  of  Badger  Corp., 
which  would  have  added  Si 70  mil- 
lion of  commercial  volume  in  1967  on 
a  pro-forma  basis:  2)  the  award  in 
May  of  the  Sam-D  missile  contract, 
which  will  replace  the  Hawk  and 
Hercules  missiles  in  the  1975-85  per- 
iod; 3)  the  Government's  decision  to 
deploy  the  Nike-X  antimissile  system, 
which  would  add  a  very  substantial, 
if  inestimable,  dollar  volume  over  a 
long  period  of  time:  and  4)  the  30% 
growth   in    Raytheon's   own   business. 

Last  year's  sales  are  estimated  to 
have  been  about  $925  million;  $50 
million  of  this  31%  gain  was  derived 
from    acquisitions    and    $116    million 
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from  external  growth.  Earnings  on  the 
6.4  million  shares  probably  approxi- 
m'ate  $3.08  per  share.  Assuming  that 
losses  at  a  components  operation  in 
Sicily  are  curbed  this  year — -this  cost 
almost  50  cents  a  share  in  1967 — 
profits  are  expected  to  rise  to  at  least 
$4.20  per  share  (adjusted  for  a  10% 
increase  in  shares  for  the  Badger  ac- 
quisition). Should  housing  starts  con- 
tinue to  improve,  1968  could  be 
exceptionally  strong  for  the  important 
Amana  and  Caloric  appliance  busi- 
nesses, and  earnings  might  rise  to  the 
$4.60-$4.75  area,  on  total  sales  of 
some  $1.2  billion.  Raytheon  has  been 
a  volatile  stock,  but  has  gained  in 
stature  as  the  effective  management 
has  moved  the  commercial-military 
ratio  to  45%-55%. 

One  of  the  Glamours? 

What  could  be  one  of  the  most 
fascinating  entries  in  the  conglomerate 
game  in  1968  is  Triangle  Conduit  & 
Cable  (around  38),  a  company  that 
is  busily  expanding  both  in  and  out 
of  its  basic  electrical  wire  and  cable, 
electrical  conduit  and  copper  tubing 
businesses.  Triangle's  management 
took  operations  from  a  deficit  in  1962 
to  earnings  of  about  $4  per  share  on 
the  present  capitalization  for  1966. 
The  copper  strike  forced  Triangle  to 
cut  back  operations  to  about  60%  of 
capacity  in  the  final  weeks  of  1967, 
and  profits  for  the  year  probably 
dipped  to  around  $3.60  per  share. 

Triangle  is  in  the  process  of  acquir- 
ing Rowe  Manufacturing,  a  large 
producer  of  vending  machine  equip- 
ment and  music  systems,  from  Can- 
teen Corp.  for  cash  and  convertible 
securities.  Some  $4.50  a  share  seems 
to  be  an  attainable  1968  earnings  goal, 
assuming  domestic  copper  becomes 
available  by  the  beginning  of  the  sec- 
ond quarter.  In  addition  to  fabricating 
and  manufacturing,  management  is 
considering  the  mining  of  silver  and 
quicksilver  in  Nevada;  has  embarked 
upon  joint  mineral  exploration  ven- 
tures, and  is  sponsoring  a  basic 
research  project  in  the  superconduc- 
tivity of  metals.  Present  and  expected 
profitability  levels  make  an  increase  in 
the  current  $1.40  dividend  a  possibil- 
ity later  in  the  year.   ■ 

*A  guest  columnist,  Mr.  Stovall  is  a  vice  president 
in  the  New  Yorl*  Stock  Exchange  firm  of  Nuveen  Corp. 
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THE  FUNDS 


TAKING   A   FLYER 

Since  everyone  who  reads  the  financial 
pages  knows  that  automaker  Ameri- 
can Motors  has  fallen  on  hard  times, 
it  comes  as  something  of  a  surprise  to 
find  that  a  number  of  mutual  funds 
have  been  buying  the  ailing  company's 
shares.  In  the  third  and  part  of  the 
fourth  quarter  of  last  year,  six  funds 
raised  their  combined  holdings  to  near- 
ly 8^c  of  AMOs  19  million  shares: 
and  when  the  full  complement  of  De- 
cember reports  comes  in  during  the 
next  few  weeks,  it  may  turn  out  that  a 
few  more  mutual  funds  saw  a  ray  of 
hope  for  the  smallest  of  the  U.S.  auto- 
makers. 

The  biggest  single  purchaser  of 
A  MO  stock  was  New  York-based 
Dreyfus  Fund,  which  acquired  167,500 
shares  in  the  third  quarter  to  raise  its 
total  holdings  to  566.000  shares.  Other 
large  buyers  were  Keystone  K-2  Fund 
and  its  sister  fund  Keystone  Low- 
Priced  Common  Stock  S-4,  which  held 
200.000  and  400.000  shares,  respec- 
tivelv.  as  of  last  November.  In  addition. 
Putnam  Growth  Fund  held  300,000, 
and  two  Axe-Houghton  Funds  held 
26.000  shares.  All  of  these  funds  also 
had  substantial  positions  in  one  or 
more  of  the  Big  Three  automakers, 
indicating  they  were  bullish  on  autos 
in  general  through  much  of  last  year. 

Chinks  of  Light?  None  of  th^  funds 
wished  to  be  quoted  as  to  why  they 
bought  a  specific  security  like  Ameri- 
can Motors,  but  several  were  willing 
to  explain  what  they  saw  in  a  company 
that  had  reported  a  loss  of  nearly  $76 
million  last  year  on  revenues  of  $778 
million  and  owed  $60  million  in  bank 
loans  that  were  scheduled  to  come  due 
early  this  year.  AMOs  position  turned 
out  to  be  not  quite  so  bad  as  it  had 
looked.  The  loan  was  extended  for 
another  year  by  the  banks  at  almost 
the  eleventh  hour,  and  in  late  Decem- 
.ber  Congress  passed  a  special  tax  re- 
bate bill  that  in  efl'ect  will  give  the 
company  a  $20-million  credit  to  help 
tide  it  over. 

Several  of  the  funds  indicated  that 
they  were  well  aware  of  the  desire  of 
the  banks  not  to  call  the  loan  if  it  was 
at  all  possible  to  save  the  investment. 
Moreover,  said  one  fund  manager, 
"It  was  an  open  secret  for  many 
months  that  several  Wisconsin  law- 
makers were  determined  to  help  save 
the  company's  plants  and  its  16,500 
employees  from  being  thrown  out  of 
work  and  hurting  the  state's  economy 
just  before  an  election  year." 

But  mainly  the  feeling  was  that  the 
stock  had  been  cheap  at  around  $10  a 


An   Exciting   Special   Report! 

The  2nd  Annual  Year-End  Poll  Of  40  Of  Wall  Street's  Leading 
Analysts — In  Which  They  Reveal  Their  Personal  Selections  For 

The  "SLEEPERS"  Of  1968 

Overlooked  Stocks  These  Top  Professionals 
Believe  Most  Likely  To  "Take-Off"  This  Year 

PLUS-THEIR  ANSWERS  TO  SUCH  QUESTIONS  AS: 

1)— What  Stocks  Are  Most  Likely  To  Outpace  The  Market  In  1968? 

2)— Which  Industry  Groups  Are  Likely  To  Perform  Best  In  1968? 

3)— Which  Industry  Groups  Are  Likely  To  Perform  Worst  In  1968? 

4)— Which  Growth  Stocks  Will  Show  The  Largest  Gain  5  Years  From 
Now? 

5}— How  High  (Or  How  Low)  Will  The  Stock  Market  Be  At  Mid-Year 

1968?  At  Year-End  1968? 
6)— What  Are  The  Business  Prospects  For  1968?  (Etc.) 


In  its  1968  Forecast  Poll  of  Leading  Wall 
Street  Analysts — top  professionals  who  we 
believe  truly  represent  outstandingly  expert 
opinion  In  the  investment  world — Technical 
Stock  Reports  asked: 

"What  stock,  now  greatly  depressed  in  price, 
Is  most  likely  to  be  one  of  the  'sleepers'  of 
1968?" 

The  highly  revealing  answers— fully  tabulated 
In  TSR's  new  Special  Report— hold  what  seem 
to  be  a  number  of  highly  Interesting  possi- 
bilities for  alert  stock  market  investors  in 
the  year  ahead. 

The  complete  results  of  the  poll — which  may 
bring  startled  reactions  in  some  quarters— 
also  clearly  show  what  these  vastly  experi- 
enced Wall  Streeters  think  about  the  crucially 
important  1968  investment  problems  listed 
above. 


The  answers  to  these  key  questions  could 
have  an  enormous  impact  on  your  personal 
success  in  the  stock  market  during  1968.  We 
believe,  therefore,  that  every  profit-oriented 
investor  should  have  the  opportunity  to  see 
first-hand  what  this  selected  group  of  some 
of  the  foremost  securities  professionals  in 
the  world  think  right  now,  as  exclusively  re- 
vealed in  TSR's  new  Special  Report. 

The  new  Special  Report — a  unique  compen- 
dium of  the  current  thinking  of  the  esteemed 
stock  market  professionals  named  at  the 
left  and  others — may  well  be  the  most  mean- 
ingful and  rewarding  single  study  to  be  re- 
leased by  TSR  during  the  entire  year  ahead. 
It  is  available  only  to  subscribers  to  Tech- 
nical Stock  Reports.  You  may  receive  it,  too, 
if  you  qualify  by  accepting  without  delay 
the  special  introductory  subscription  offered 
below: 


AMONG    THE    LEADING    WALL    STREET 
ANALYSTS    TAKING    PART    IN    THE    POLL* 

Carleton  D.  Adier-Babson's  Reports,  Inc. 
Robert  T.  Allen-Shearson,  Hammill  &  Co. 
Joseph  Davidson-Philips.  Appel  &  Walden 
Garfield  A.  Drew- 
Drew  Investment  Associates,  Inc. 
James  L.   Fraser-Fraser  Publishing 
William  Gordon-Indicator  Digest 
Lucien  0.  Hooper-W.E.  Hutton  &  Co. 
Charles  Jensen -Tessel,  Paturick  &  Ostrau 
William    L.   Jiler-President,   Trendline 
Arnold  Klugman-Sfeiner,  Rouse  &  Co. 
George    Lindsay-George    Lindsay's   Opinion 
Henry  J.  Low-Gude,   Winmill  &  Co. 
Stanley  A.  Nabi-Schweickart  &  Co. 
Jack  Raphael-Thomson  &  McKinnon 
Peter  A.   Shanaman-Dreyfus  &  Co. 
James   H.  Sibbet-Cumulative  Average 
Richard    Silverman-Sophisticated    Investing,    Inc. 
Robert  Sokol-Thomson  &  McKinnon 
Kenneth  R.  Spiewak- 
Scheinman,   Hochstin   &   Trotta 
R.H.  Stovall-E.F.  Hutton  &  Co. 
Earl   Sugarman-Pressman,    Frohlich   &    Frost 
Anthony  W.  Tabell-Walston  &  Co.,   Inc. 
Bradbury  L.  Thurlow-Winslow(,  Cohu  &  Stetson 
E.H.   Tompkins-The   Moore  Guide 
Benjamin  M.  Wahnon-Hirsch  &  Co. 
Kenneth  Ward-Hayden  Stone,  Inc. 
Richard  Yavner-Hertz  Neumark  &  Warner 
Newton  D.  Zinder-E.F.  Hutton  &  Co. 

"All   names  shown   in  alphabetical   order.  Affilia- 
tions indicated  for  purpose  of  identification  only. 


SPECIAL  OFFER 

One-Month  Trial 
+  SPECIAL  REPORT 


Only 


$2 


(The  record  achieved  to  date  by  TECHNICAL 
STOCK  REPORTS  is  not  a  guarantee  of  equal 
future  results.) 

I    TECHNICAL  STOCK  REPORTS,  INC. 

I    Palisades  Park,  New  Jersey  07650 

I  Please  send  me  your  SPECIAL  REPORT  described 
I  above-AS  A  BONUS  at  no  additional  cost-as 
I  part  of  my  Special  Trial  Subscription  to  TECH- 
NICAL STOCK  REPORTS  as  checked  below.  My  re- 
I    mittance  is  enclosed. 

!    n  $2  for  one  month  D  $48  for  one  year 

D  Please  send  via  Air  Mail  ($2.50  add'l  per  year) 

I   Name 


Address 
City 


.Zip- 


I   State  

I    (This  subscription  cannot  be  assigned  without 
I    subscriber's  consent.)  TSR-247 
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Investments  Geared  to  America's  Future 


JOHNSTON 

MUTUAL  FUND 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Managed  by 
Douglas  T.  Johnston  &  Co.,  Inc. 

Investment  Counsel 
Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund  Inc. 

230  Park  Ave..  N.Y.C.  10017    Dept.  C 

Phone:  (212)  679-2700 


NAME 


ADDRESS . 


r.  ROWE  PRICE 
GROWTH  STOCK 
FUND,  INC. 


A  NO-LOAD  FUND 

investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 


NO  SALES  CHARGE 


I    T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

I    One  Charles  Center.  Dept.  B 
Baltimore,  Md.  21201 

I   Njme_ 

IAddfKS  . 


I 
I 


For  the  serious  investor  who  wants 
to  know  what  to  expect  .  .  .  and  why 


TRENDWAY 


ADVISORY 
SERVICE 


One  of  the  nation's  oldest  and  largest  in- 
dependent stock  market  advisory  services 
—  established   1933 

ORIGINATOR  OF  THE  BREADTH  INDEXES 

Send  for  free  brochure,  or  this  get-ac- 
quainted trial  —  21  weeks  only  $18  (new 
clients  only) 

TRENDWAY,  Oept  F,  box  7184,  LouUwill*,  Ky.  40207 
Preferred  by  Professionals 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schuiz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  Yorl<  Stock  Exchange 
120  Broadway,  N.  Y.  10005 


& VALUE 

Oil] 


share,  and  while  there  was  downside 
risk  of  25% -30%,  the  potential  gain 
was  possibly  four  times  as  great  be- 
cause of  the  huge  leverage  that  would 
come  into  play  if  sales  got  above  the 
lowered  break-even  point  of  275,000 
cars.  The  buyers  were  banking  on  a 
banner  auto  year  in  1968. 

They  felt  that  the  company  might 
show  a  modest  profit  in  the  fourth 
quarter  of  1967,  based  on  three  con- 
secutive monthly  sales  gains  for  Ameri- 
can Motors  for  the  first  time  in  years. 

Now,  however,  a  number  are  be- 
ginning to  have  second  thoughts  in 
general  about  1968  car  sales,  and  in 
particular  about  American  Motors' 
ability  to  profit  in  a  so-so  auto  year. 
Their  mood  was  not  improved  when 
American  Motors  President  William 
Luneberg  laid  it  on  the  line  in  mid- 
January  to  dealers:  "The  industry  will 
have  to  do  the  best  sales  job  in  history 
to  overcome  the  wait-and-see  attitude 
developing  among  consumers."  Gov- 
ernment figures  bear  him  out,  for  con- 
sumers saved  a  near-record  7.5%  of 
disposable  income  in  the  fourth 
quarter. 

However,  if  the  funds  are  in  the 
process  of  reversing  their  thinking 
about  auto  stocks,  American  Motors 
would  probably  be  the  first  stock  to 
go,  in  view  of  its  precarious  financial 
position.  There  is  always  the  possibil- 
ity that  some  big  company  will  gallop 
up  and  rescue  AMO  along  with  its  po- 
tentially valuable  tax  loss  credits,  but 
it's  just  a  long-shot  bet. 

DEPLETED  GOLD   MINE 

It  was  one  of  the  hottest  properties 
in  the  investment  management  com- 
pany field  less  than  five  years  ago. 
Since  then  Insurance  &  Securities  Inc., 
a  $1 -billion-asset,  California-based,  in- 
vestment trust  management  outfit  has 
gone  almost  steadily  downhill.  The 
figures  tell  the  story.  In  just  IVz  years 
earnings  have  fallen  to  nearly  a  third 
of  1964-65's  $6.6  million  and  assets 
from  a  peak  of  $1.4  billion  to  about 
$995  million.  Redemptions  last  year 
exceeded  sales  by  some  $65   million. 

Technically  ISI  was  not  selling 
mutual  funds;  it  was  selling  something 
called  a  "participating  agreement" 
that  enabled  the  investor  to  buy  units 
or  .shares  in  an  investment  portfolio 
of  insurance  stocks. 

In  a  performance-minded  stock 
market,  the  fund  was  giving  the  worst 
kind  of  performance  because  it  was 
locked  into  life  insurance  stocks.  Once 
the  darling  of  Wall  Street,  life  insur- 
ance stocks  have  become  virtual  out- 
casts. To  get  out  of  the  bind,  ISI 
diversified  in  1965.  It  picked  bank 
stocks,  and  that  didn't  help  because 
this  group,  too,  has  fared  poorly. 


HOW  DOES 

YOUR  MUTUAL 

FUND  RATE? 

...  let  FundScope's  exclusive 
ratings  show  you. 

Now,  dynamic  findings  that  are  not  available  any- 
where else.  UNIQUE  PERFORMANCE  RATINGS. 
FundScope.  the  nation's  leading  mutual  fund  pub- 
lication rates  261  funds  by  Investment  Objective, 
including  No-Load  funds.  GO-GO  funds  and  funds 
litlje  known  e.\cept  to  professional  investors. 

You  will  be  startled  to  learn  that  some  of  the 
best  known,  most  widely  held  funds  are  among 
the  worst  performers.  In  fact.  Only  51  Growth 
Funds  rate  above-average  for  growth  .  .  .  Only 
24  of  the  261  funds  are  rated  above-average  for 
Growth  &  Income  .  .  .  Only  16  are  rated  above- 
average  for  Growth  &  Stability,  and  Only  14  are 
rated  above-average  for  Growth,  Income  &  Sta- 
bility combined.  FUNDSCOPE  NAMES  ALL 
THESE   FUNDS. 

At  a  glance  .vou  can  pick  out  the  better-than- 
average  and  TOP  PERFORMERS  in  all  7  major 
investment  objectives,  through  the  use  of  a  simple 
e,\clusive  performance  table.  Now  you  can  decide 
which  fund  is  best  for  you.  If  you  want  successful 
performance  from  mutual  funds,  let  FundScope 
provide  you  with  the  facts  you  need  to  find  and 
understand  the  trends  and  opportunities.  NO 
OTHER  PUBLICATION  IS  LIKE  FUNDSCOPE— 
IT  PROVIDES  INFORMATION  NOT  AVAIL- 
ABLE ANYWHERE  ELSE  AT  ANY  PRICE. 

Before  you  buy,  sell  or  switch  any  mutual  fund, 
see  for  yourself  why  each  month,  over  10,000  in- 
vestors, brokers  and  money  managers  rely  on 
FundScope  to  help  point  the  way  toward  profit- 
able investing. 

SPECIAL  OFFER:  Send  just  $11  for: 

A  3  month  subscription  to  FundScope  which 
could  change  your  entire  approach  to  investing. 

PLUS  4  BIG  BONUSES 

1.  The  previously  mentioned  December  issue 
which  features  the  E.xclusive  Unique  Per- 
formance Ratings  on  261  mutual  funds. 

2.  The  1967  MUTUAL  FUND  GUIDE  with  over 
200  pages  of  vital  data  on  259  funds,  includ- 
ing addresses. 

3.  "ARE  NO-LOAD  FUNDS  A  BARGAIN?" 
This  best  selling  reprint  lets  you  see  for 
yourself  how  No-Load  funds  compare  in  per- 
formance with  funds  that  charge  commission. 

4.  COMBINING  FUNDS  &  INSURANCE  FOR 
FINANCIAL  SECURITY.  A  special  article 
that  tells  what  is  behind  these  combination 
packages  that  are  becoming  so  popular. 

Remember,  FUNDSCOPE  is  the  only  publication 
of  its  kind,  and  spotlights  unusual  news  and  fea- 
tures items  out  of  the  ordinary,  which  may  be  of 
special  interest  to  your  pocketbook.  We  do  not  sell 
mutual  funds.  No  salesman  will  call.  Not  available 
on  newsstands. 

ACT  NOW — Mail  your  .$11  today,  or  if  you  pre- 
fer the  above  offer  with  a  full  14  month  subscrip- 
tion, send  $33.00.  Include  ZIP. 

FUNDSCOPE  Dept.  F-77  Gateway  East 
Century  City,  Los  Angeles.  Calif.  90067 


180th 

CONSECUTIVE 

QUARTERLY  DIVIDEND 


The  Board  of  Directors  on  January  15, 
1968  declared  a  quarterly  dividend  of 
32V2  cents  per  share  payable  March  1, 
1968  to   stockholders  of   record   February 


On  top  of  poor  performance,  inves- 
tors were  being  socked  for  both  a 
costly  management  fee  and  commis- 
sion structure.  Its  management  fees 
were  based,  not  on  current  investment, 
but  on  the  ultimate  value  of  a  ten-year 
contractual  program.  Furthermore, 
when  the  ten  years  were  over,  if  the 
investor  wanted  to  stay  in  ISI  he  had 
to  pay  the  8.85 ""t  load — or  "creation" 
fee — all  over  again.  The  Securities  &. 
Exchange  Commission  and  most  state 
commissioners  regarded  these  fees  as 
e.xcessive.  As  a  result,  ISI  could  sell 
only  in  California,  but  Californians 
gobbled  it  up.  While  it  lasted.  ISI  w  is 
a  gold  mine.  In  1966  alone  it  took  in 
nearly  S14  million  in  "creation"  fees 
alone,  of  which  it  paid  out  just  $7 
million  to  salesmen.  Last  year,  how- 
ever. ISI  took  in  a  little  less  than  half 
of  that,  and  this  year  will  be  worse. 

.As  the  future  darkened,  stockhold- 
ers of  the  management  company  saw 
melt  away  over  a  hundred  million  in 
market  value:  ISI  stock  dropped  from 
28  in  1964  to  a  recent  7' 2.  Leland  M. 
Kaiser,  a  long-time  shareholder  and 
the  man  who  brought  in  the  control- 
ling group  of  Texans  in  1956.  sold  his 
interest  last  year  to  a  group  headed  by 
Jerome  C.  Eppler.  who  became  chair- 
man last  September.  Behind  him  are 
ISI's  largest  stockholders,  the  Richard- 
son, Murchison  and  Harrington  in- 
terest, all  of  whom  are  oil  and  insur- 
ance magnates. 

Only  a  few  months  before,  a  long- 
time ISI  chief  counsel,  Elwood  Mur- 
phey,  58,  became  chief  executive  of- 


Murphey  of  Insurance  &  Securities 


Would  you  find  . . . 

more  peace  of -mind  and  security 
with  your  Investment  Portfolio 
personally  managed  by  unbiased, 
experienced  professionals? 

For  39  years,  substantial  investors  and  their  families 
have  given  us  the  responsibility  of  supervising 
their  investment  securities.   Perhaps  you  would  feel  more 
comfortable  and  secure  if  your  own  portfolio  were  under  the 
personal  management  of  experienced  professionals. 

TO  GIVE  YOU  AN  IDEA  OF  HOW  WE  WORK  ...  IF  YOUR  PORTFOLIO 

IS  $100,000  OR  MORE,  WE'LL  BE  PLEASED  TO 

PREPARE  A  PERSONAL  ANALYSIS  FOR  YOU  WITHOUT  CHARGE. 

IN  THE  STRICTEST  OF  CONFIDENCE,  OF  COURSE. 

WHY  NOT  SEND  US  YOUR  LIST  TODAY? 

United  Investment  Counsel 

210  NEWBURY  STREET,  BOSTON,  MASSACHUSETTS  02116 


TENNECO  INC. 


DIVIDEND 
NO.  82 


HOUSTON.   TEXAS 


Thf  Board  of  Directors  has  declared  a 
quarterly  dividend  of  32<  per  share  on 
the  Common  Stock,  payable  March  19, 
1968,  to  stockholders  of  record  on  Feb- 
ruary 23,  1968. 


M.  H.  COVEY,  Secretary 


Chemicals 
Packaging 


Natural  Gas  Pipelines     •     Oil 
Land  Use     •      Manufacturing 


MIDVIfESTERN  GAS 

TRANSMISSION    COMPANY 

HOUSTON.  TEXAS 


DIVIDEND 
NO.  19 


The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  25^  per  share  on 
the  Common  Stock,  payable  March  19, 
1968,  to  stockholders  of  record  on  Feb- 
ruary 23,  1968. 

M.  H.  COVEY,  Secretary 


R.  J.  REYNOLDS 

TOBACCO  COMPANY 

QUARTERLY  DIVIDEND 

A  quarterly  dividend  of  550  per  share  has  been  de- 
clared on  the  Common  Stock  of  the  Company,  pay- 
able March  5,  1968  to  stockholders  of  record  at  the 
close  of  business  February  9,  1968. 

WILLIAM  R.  LYBROOK, 
Vice  President  and  Secretary 
Winston-Salem,  N.  C. 
January  11,  1968 

Sixty-eight  Consecutive  Years  of  Cash  Dividend  Payments 

R.  J.  REYNOLDS  TOBACCO  COMPANY 

AND  SUBSIDIARIES 
TOBACCO  PRODUCTS  •  FOOD  PRODUCTS  •  FRUIT  JUICE  BEVERAGES 

INDUSTRIAL  CORN  PRODUCTS   •    ALUMINUM  PRODUCTS    •    PACKAGING  MATERIALS 


Dividend  Notice 

The  Board  of  Directors  of  the 
Northern  Pacific  Railway  Company 
today  declared  a  quarterly  dividend 
of  65  cents  per  share  on  the  out- 
standing capital  stock  of  the  Com- 
pany, payable  on  April  30.  1968  to 
holders  of  record  at  the  close  of 
business  on  April  9,   1968. 

Floyd  A.  Deming 
Jan.  8,   1968  Secretary 


THE  TOP 

OF 

TOP 

MANAGEMENT 

82%  of  the  officers  of  Amer- 
ica's largest  corporations 
(those  with  assets  of  $75,- 
000,000  and  over)  indi- 
cate regular  readership  of 
FORBES  (at  least  3  out  of 
4  issues). 
Source:  Erdos  &  Morgan,  U/67 


ficer.  Murphey  promptly  reduced  ISI's 
huge  reinvestment  sales  commissions — 
from  8.85%  to  5% — and  eliminated 
the  mandatory  maturity.  This  ended  a 
dispute  with  the  SEC  and  enabled  the 
company  for  the  first  time:  1)  to  ex- 
pand its  sales  efforts  beyond  Califor- 
nia; and  2)  to  register  two  new  nonlife 
insurance  mutual  funds.  This  will  give 
ISI  ^salesmen,  who  already  sell  life 
insurance  written  by  an  ISI  subsidiary, 
a.  much  fuller  range  of  services  to 
sell. 

None  of  which  is  likely  to  be  as 
profitable  as  the  business  of  selling 
high-markup  life  insurance  trust  funds 
to  Californians.  But  then  few  gold 
mines  last  forever.   ■ 


SIDE  LiNES 


(Continued  from  page  7) 

Little  did  we  know  what  was  com- 
ing. The  Eccles  interview  begins  on 
page  28.  It  is  a  slashing  attack  on  the 
Vietnam  war  as  the  source  of  most  of 
the  economic,  financial,  social  and  po- 
litical ills  that  beset  us  today.  Do  we 
endorse  Eccles'  views?  No  more  than 
we  do  those  of  any  of  the  other  sig- 
nificant men  we  interview:  this  is 
Eccles  talking,  not  Forbes.  In  future 
issues  we  will  present  the  other  side 
of  this  particular  coin. 

Whether  Forbes  readers  agree  or 
violently  disagree  with  Eccles.  of  one 
thing  there  can  be  no  doubt:  Despite 
his  77  years.  Eccles  is  sound  of  body 
and  mind.  Just  ask  Forbes  Los  An- 
geles Bureau  Chief  Stephen  Quickel. 
Steve  is  a  healthy  and  energetic  young 
man.  just  turned  31.  He  confesses, 
however,  that  he  more  than  met  his 
physical  match  last  month  in  the  per- 
son of  Eccles.  Quickel  first  interviewed 
Eccles  in  San  Francisco,  followed  up 
a  few  days  later  by  visiting  the  former 
Federal  Reserve  chairman  in  his  vast 
apartment  in  Salt  Lake  City's  Hotel 
Utah. 

Says  Quickel:  "He  had  my  head 
spinning  with  the  range  of  his  knowl- 
edge and  the  clarity  of  his  mind.  We 
started  talking  about  6:30  in  the  eve- 
ning and  went  on  for  more  than  seven 
hours.  Eccles  elaborated  and  refined 
his  ideas,  reminisced  about  New  Deal 
and  Fair  Deal  days  and  talked  about 
old  friends  who  are  high  in  Govern- 
ment today.  Through  it  all  we  kept  go- 
ing on  crackers,  cheese  and  whiskey. 

"Eccles  is  a  short,  lean  man,  who 
says  his  weight  hasn't  changed  a 
pound  since  his  20s.  I  can  well  be- 
lieve him.  When  we  broke  up  at  2 
a.m..  he  was  still  going  strong.  I  was 
pooped."  ■ 


(Continued  from  page  8) 

Trends 

&  Tangents 

ered  business  as  either  a  likely  or 
a  possible  employer.  The  recruiting 
difficulties  of  recent  years,  suggests 
the  Council,  are  more  a  result  of 
a  full  market  in  college  graduates 
than  of  any  dislike  of  business. 

What  Business  Is  Whose?  Babies 
may  be  Gerber's  only  business  but 
parents  are  Gerber's  main  custom- 
ers. Now,  Gerber  is  getting  into 
the  life  insurance  business  in  order 
to  make  sure  baby  will  still  eat, 
even  if  something  happens  to  Mom 
or  Dad.  Chairman  Dan  Gerber 
calls  the  new  business  aimed  at 
young  couples  a  "natural  field 
that  fits  perfectly  with  the  rest 
of  the  business."  With  the  birth 
rate  down,  he  is  looking  elsewhere 
for  profits. 

Family  Background.  One  long- 
term  result  of  Sun  Oil  Co.'s  pro- 
posed acquisition  of  Sunray  DX 
Oil  Co.  for  convertible  preferred 
stock  will  be  some  dilution  of  the 
Philadelphia  Pew  family  control: 
down  from  about  50%  control  of 
Sun's  25.1  million  shares  outstand- 
ing to  around  34%  of  the  36.9  mil- 
lion common  shares  the  new  com- 
pany would  have  after  conversion. 
This  is  hardly  losing  control  of 
the  situation.  Still,  it  is  another 
planned  step  into  the  background 
for  the  Pew  family.  The  first  was 
taken  in  1948  when  President  Rob- 
ert G.  Dunlop  became  the  first 
non-Pew  chief  executive. 


OVERSEAS 


The  Price  Is  the  Thing.  Right 
spank  in  the  center  of  President 
Johnson's  plea  to  Americans  to  stay 
home  this  year,  the  British  Travel 
Association  is  pushing  a  campaign 
to  get  Americans  to  come  skiing 
— where?  In  Scotland,  that's  where. 
On  Scotland's  less-than-mile-high 
mountains,  major  skiing  resorts 
are  opening  in  the  Cairngorm 
Mountains,  at  Glencoe  and  Glen- 
shee.  And  why  would  anyone  go  to 
Scotland  to  ski,  rather  than  Swit- 
zerland, Austria  or  France?  The 
price,  that's  why.  Luxury  accom- 
modations are  $50  a  week,  regular 
ones  down  to  $22  a  week  and 
bunks  rent  for  only  $2.50  per 
night.  ■ 


This  is  about 

GOLD  SPECULATION  and  the 
question  "Gould  gold  prices 
double  ortriple  in  1968?" 


The  widespread  speculation  that  has 
swept  the  world  gold  markets  gives  the 
clear  impression  that  gold  is  soon  to  be 
worth  considerably  more  than  the  offi- 
cial price  of  $35  per  ounce. 

Of  course,  such  speculative  binges  have 
occurred  periodically  for  many  years. 
But  now.  the  U.S.  deficit  in  its  balance 
of  payments  has  become  chronic.  And, 
despite  the  new  Presidential  moves,  the 
unsettling  fact  remains  that  the  U.S. 
does  not  have  enough  gold  to  meet  all 
the  claims  which  exist.  So,  the  case  for  a 
revaluation  of  gold  seems  especially 
strong. 

The  6  big  questions  about 
a  goJd  revaluation 

A  revaluation  of  gold  implicitly  involves 
a  devaluation  of  the  dollar.  (If  the  price 
of  gold  doubles  or  triples,  the  dollar 
would  technically  be  worth  from  J.?% 
to  iOf;  of  its  present  value  in  terms  of 
gold.) 

To  help  you  understand  the  implications 
of  such  a  change — and  its  meaning  to 
you  as  an  investor — Investors  Service 
analysts  have  prepared  one  of  the  most 
comprehensive  studies  of  its  kind  that 
we  have  ever  published.  In  it,  we  give 
our  unhedged  answers  to  these  six  ques- 
tions about  a  revaluation  and  what  it 
means  to  the  U.S.  economy  and  to  you: 

1.  Will  gold  be  revalued— and  if  so, 
WHEN  and  by  how  much? 

2.  How  would  revaluation  affect  the 
dollar? 


3.  What  are  the  pros  and  cons  of  de- 
valuation, for  the  U.S.  and  Europe? 

4.  Can  the  U.S.  avoid  devaluation? 

5.  Will  sterling  be  devalued  again— and 
if  so,  what  might  this  do  to  the  price 
of  gold? 

6.  What  should  you,  as  an  investor,  do 
now?  What  should  you  NOT  do? 

If  you  haven't  had  a  clear  understanding 
of  the  current  gold  crisis  ...  if  you've 
been  confused  by  the  conflicting  rumors 
...  or  if  you've  been  tempted  to  specu- 
late without  having  the  whole  picture  in 
focus — we  think  you  should  read  and 
re-read  this  Investors  Service  Gold 
Crisis  report. 

We  think  it  brings  you  the  kind  of  help 
you  need  to  make  important  investment 
decisions  in  1968.  And  it  is  typical  of 
the  type  of  practical  background  infor- 
mation Investors  Service  brings  you  as 
part  of  our  professional  research  ap- 
proach. 

$5  Guest  Trial  offer 

We  invite  you  to  accept  the  Gold  Crisis 
report  as  a  bonus  with  a  1-month  trial 
to  Investors  Service  for  just  $5.  And 
with  it,  we'll  send  you  a  copy  of  our 
recently  published  "1968  ANNUAL 
FORECAST  OF  THE  ECONOMY 
AND  STOCKS"  which  includes  8  Spe- 
cial Situation  Stocks  for  1968  Investing. 
The  coupon  below  will  get  you  started. 


El       RESEARCH   INSTITUTE 
IS  INVESTORS    SERVICE 


Research    Institute    Building, 

Dept.  508, 

589  Fifth  Avenue, 

New  York,   N.Y.   10017 


n  Here  is  my  check  for  $S.  Please  send 
me  the  Gold  Crisis  report  and  the 
Annual  Forecast  with  a  1 -month  trial 
to  Investors  Service.  (Nev»  readers 
only.) 

Q  I  prefer  a  3-month  trial  at  the  special 
1-time  rate  of  $42.  Send  me  the 
bonus  reports  plus  your  V20  Compen- 
dium Guide  to  investment  Success, 
subject  to  your  Refund  Privilege. 


Mr. 

Mrs. 
Miss 


(please  print) 


Street 


City 


State 


ZIP 


n  Payment  enclosed. 
Q  Please  bill  me. 

I Ilillllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllilllllllllllllllllll^^ 


Refund  Privilege— Full  refund  at  ony  time  for  the  unused  por- 
tion of  your  subscription.  Your  subscription  will  not  be  assigned 
without  your  consent. 


READERS  SAY 


(Continued  from  page  9) 


Sir:  Why  waste  words  when  one 
covers  the  subject? 

— Bryant  Griffin 
Winter  Park.  Fla. 

Sir:  Accurate  analysis.  You  sum  it  up 
completely  in  a  word! 

— R.   Del  Dunning 
Edgewater,    Fla. 

Sir:  We  are  very  proud  of  our  gov- 
ernor. He  is  very  active  and  in  the  public 
eye  constantly  and  that  is  good  for  our 
state. 

— Erwin  a.  Hirsch 
Ft.  Lauderdale,  Fla. 

The  Right  Answers 

Sir:  In  your  20th  Annual  Report  on 
American  Industry  (Forbes,  Jan.  1,  p. 
195)  your  figures  on  Greyhound  are  way 
off  base. 

—Joseph  Gauthier 
Garfield,  N.J. 

The  correct  figures  for  Greyhound 
Corp.  are:  shares  outstanding,  31.2  mil- 
lion; earnings  per  share  (latest  12  months) 
$1.43:  indicated  1967  dividend,  97  V2 
cents  plus  stock:  1967  price  range,  25V8- 
J6'/4—Ed. 


Kill  'Em  with  Kindness 

Sir:  Thanks  for  "Side  Lines"  (Forbes, 
Jan.  15).  I'm  another  subscriber  wonder- 
ing how  come  this  unexplained  largesse.^ 
Your  explanation  is  fine.  For  whatever 
use  they  may  be.  enclosed  are  the  two 
mailing  labels  from  my  Jan.  15  copies. 
— James  C.  Thorp 
Medfield,  Mass. 

Sir:  Nothing  like  mailing  out  five  no- 
tices to  a  paid  subscriber  dunning  him  for 
money  to  prove  what  a  smooth  transition 
to  computers  system  you  have  undergone. 
— Austin  M.  Kellam 
Binghamton,  N.Y. 

Sir:  Some  years  back  it  was  facetious- 
ly proposed  that  depressions  could  be 
eliminated  by  a  machine  which  absorbed 
the  efforts  of  several  men  to  run  but 
yielded  the  results  of  only  one  man. 
Could  it  be  that  our  technology  has  in- 
sinuated such  a  machine  into  our  econ- 
omy:  the  computer? 

— Edward  J.  Finn 
Convent  Station,  N.J. 

Creative  Approach 

Sir:  I  have  just  read  your  column  on 
William  J.  Quinn,  of  the  Chicago,  Bur- 
lington and  Quincy  Railroad  (Forbes, 
Jan.  15).  The  last  paragraph  is  an  insult 
to  American  ingenuity.  Whereas  the  pas- 
senger trains  mentioned  are  beset  with  the 
burden  of  an  unrealistic  cost  structure, 
particularly  as  compared  to  a  modern  jet 


aircraft,  I  submit  that  the  creative  ap- 
proach might  imply  a  frontal  attack  on 
this  very  cost  structure.  Unfortunately  the 
expedient  shortcut  of  discontinuance  has 
been  the  more  heavily  traveled  road. 

The  truly  profitable  passenger  service 
(in  any  mode)  must  be  of  a  low-cost 
nature.  Since  the  railroad  passenger  train 
is  capable  of  a  set  of  phenomenal  physi- 
cal-technological economics  {e.g.,  over 
60,000  persons  can  be  transported  past  a 
single  point  on  one  track  per  hour,  with 
no  human  being  at  the  controls),  the  re- 
.maining  factors  in  the  total  economy  of 
rail  passenger  service  are  challenges  to  be 
met.  Among  these  are  the  capital,  labor- 
productivity  and  managerial  capability 
challenges  (implicit  in  these  is  the  gov- 
ernmental  cooperation   challenge). 

— Michael  R.  Weinman 
Brooklyn,   N.Y. 

Old  Story 

Sir:  Just  why  should  we  be  tossing 
bouquets  of  "courage"  at  liberal  Gover- 
nor Rockefeller  for  having  just  discov- 
ered, in  an  election  year,  "that  there's  a 
bottom  to  the  American  purse"  (Forbes, 
Jan.  15,  p.  11)?  Conservatives  of  Presi- 
dential stature,  such  as  Richard  Nixon 
and  Ronald  Reagan,  have  been  saying 
this  for  years,  and  therefore  why  should 
the  GOP  reward  with  its  nomination  a 
man  who  has  been  pushing  exactly  the 
liberal  policies  that  have  led  the  country 
into  the  present  fiscal  mess? 

— Vincent  M.  Love 
New  York,  N.Y. 
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STOCKS    TO    EARN 
ORE    IN    1968 


ven  if  business  improves  as 
much  as  some  optimistic  fore- 
casters expect,  rising  costs  and 
a  good  chance  of  a  tax  surcharge 
will  make  it  difficult  for  many 
companies  to  come  by  higher 
earnings  in  1968.  In  this  new 
study,  however,  FW  has  selected 
a  group  of  firms  that  are  in  posi- 
tion to  post  substantial  profit  in- 
creases this  year — regardless  of 
whether  over-all  business  re- 
bounds strongly  or  taxes  are 
raised.  In  addition,  the  prices  at 
which  they  are  currently  avail- 
able make  them  attractive  and 
worthy  of  investment  consider- 
ation now. 

Don't  miss  this  valuable 
study.  It's  yours  by  return 
mail  if  you  .  . . 
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Southern  California 
Edison  Company 

DIVIDENDS 


The  Board  of  Directors 
has  authorized  the  pay- 
ment of  the  following 
quarterly  dividends: 

CUMULATIVE  PREFERRED  STOCK: 

4.08%  SERIES 
Dividend  No.  72 
25V2  cents  per  share; 
4.24%  SERIES 
Dividend  N3.  49 
26V2  cents  per  share; 
4.78%  SERIES 
Dividend  No.  41 
29y»  cents  per  share; 
5.80%  SERIES 
Dividend  No.  5 
36y4  cents  per  share. 

The  above  dividends  are 
payable  February  29,  1968 
to  stockholders  of  record 
February  5.  Checks  will  be 
mailed  from  the  Company's 
office  in  Los  Angeles,  Feb- 
ruary 28 

P.  C.  HALE,  Treasurer 
January  18.  1968 


DIVIDEND 
NOTICE 

The  Board  of  Directors  of 
Ford  Motor  Company  at  a 
meeting  held  in  Dearborn, 
Michigan,  on  January  11, 
1968,  declared  a  first 
quarter  dividend  of  60cents 
per  share  ontheCompany's 
outstanding  stock,  payable 
March  1,  1968,  to  stock- 
holders of  record  January 
31,  1968. 


<^^ 


The  American  Road 
Dearborn,  Michigan  48121 
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THOUGHTS . . .  BUSINESS  OF  LIFE 


Love  is  clutched  at  in  preference  to 
the  laborious  process  of  changing  from 
within.  — Karen  Horney. 


To  be  honest  is  nothing;  the  reputa- 
tion of  it  is  all.  — William  Congreve. 


Love  is  a  sport  in  which  the  hunter 
must  contrive  to  have  the  quarry  in 
pursuit.  — Alphonse  Kerr. 


To  be  thrown  upon  one's  own  re- 
sources is  to  be  cast  into  the  very  lap 
of  fortune;  for  our  faculties  then 
undergo  a  development  and  display 
an  energy  of  which  they  were  previ- 
ously unsusceptible. 

— Benjamin  Franklin. 


Nobody  will  use  other  people's  ex- 
perience, nor  have  any  of  his  own  till 
it  is  too  late  to  use  it. 

— Nathaniel  Hawthorne. 


See  first  that  the  design  is  wise  and 
just:  that  ascertained,  pursue  it  res- 
olutely; do  not  for  one  repulse  forego 
the  purpose  that  you  resolved  to 
effect.  — Shakespeare. 


B.  C.  FORBES 

Adhere  to  a  definite,  clear-cut 
purpose  in  life,  and  push  for- 
ward painstakingly,  persevering- 
ly  and  conscientiously  to  its 
realization. 


To  establish  oneself  in  the  world, 
one  does  all  one  can  to  seem  estab- 
lished there  already. 

— La  Rochefoucauld. 


I  have  found  that  the  greatest  help 
in  meeting  any  problem  with  decency 
and  self-respect  and  whatever  courage 
is  demanded,  is  to  know  where  you 
yourself  stand.  That  is,  to  have  in 
words  what  you  believe  and  are  acting 
from.  — William  Faulkner. 


The  fatality  of  good  resolutions  is 
that  they  are  always  too  late. 

— Oscar  Wilde. 


He   only   is   exempt   from   failures 
who  makes  no  efforts. 

— Richard  Whately. 


In  the  lexicon  of  youth,  which  fate 
reserves  for  a  bright  manhood,  there 
is  no  such  word  as  fail. 

— Edward  Bulwer-Lytton. 


Nothing  arouses  ambition  so  much 

as  the  trumpet  clang  of  another's  fame. 

— Baltasar  Gracian. 


The  first  years  of  man  must  make 
provision  for  the  last. 

— Samuel  Johnson. 


In  this  world  there  are  only  two 
ways  of  getting  on — either  by  one's 
own  industry  or  by  the  imbecility  of 
others.  — Jean  de  la  Bruyere. 


The  secret  of  success  in  life  is 
known  only  to  those  who  have  not 
succeeded.       — J.  Churton  Collins. 


Success  is  a  fickle  jade.  The  clothes 
on  her  back  may  be  put  there  by  hard 
work,  but  her  jewels  are  the  gifts  of 
chance.  — Charles  Wheeler. 


Whatever  course  you  have  chosen 
for  yourself,  it  will  not  be  a  chore  but 
an  adventure  if  you  bring  to  it  a  sense 
of  the  glory  of  striving — if  your  sights 
are  set  far  above  the  merely  secure 
and  mediocre.         —David  Sarnoff. 


He  that  leaveth  nothing  to  chance 
will  do  few  things  ill,  but  he  will  do 
very  few  things. 

— Marquis  of  Halifax. 


The  resolved  mind  hath  no  cares. 
— George  Herbert. 


Neither  to  change,  nor  falter,  nor 
repent.  .  .  .  This  is  alone  life,  joy, 
empire,  victory. 

— Percy  Bysshe  Shelley. 


More  than  3,000  "Thoughts."  in- 
dexed by  author  and  subject,  are  now 
available  in  a  574-page  book  at  $5.95. 
Send  check  and  order  to:  Forbes  Inc., 
60  Fifth  Avenue,  New  York,  N.Y. 
10011.  (Sales  tax:  New  York  City, 
add  5%.  Other  parts  of  New  York 
State,   add  2%    to  5%    as  required.) 


There  is  not  a  fiercer  hell  than  the 
failure  in  a  great  object. 

— John  Keats. 


There  is  a  strength  of  quiet  endur- 
ance as  significant  of  courage  as  the 
most  daring  feats  of  prowess. 

— Henry  Tuckerman. 


A  Text .  .  . 


Sent  in  by  Al  Berlinski,  Roval 
Oak.  Mich.  What's  your  favorite 
text  ?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life 
is  presented  to  senders  of  texts 
used. 


Prove  all  things;  hold  fast  that  which 
is  good. 

— I  Thessalonians  5:21 
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FEBRUARY  15, 1968/ FIFTY  CENTS 


purer  water,  purer  air 
through  UOP  refining  innovations 


UOP  is  doing  something  positive  to  reduce 
air  pollution  caused  by  sulfur  dioxide  from 
industrial  and  residential  furnaces.  UOP's  RCD 
Isomax^"^  process  is  proving  out  in  use  to  be 
an  efficient,  economically  feasible  method  for 
desulfurizing  heavy  fuel  oil.  By  making  fuel 
oils  burn  cleaner,  this  UOP  process  helps  make 
the  air  purer.  Another  new  UOP  process, 
Pacof"^,  is  an  effective  countermeasure  against 
one  desperate  problem  of  water  contamina- 
tion, caused  by  detergents  that  do  not  break 


down  by  bacterial  action.  In  use,  this  process 
and  an  earlier  UOP  process,  Molex',  improve 
biodegradable  detergents— for  purer  water. 
Through  innovation  in  service  to  the  refining 
industry,  and  in  its  direct  activities  in  air 
correction  and  water  management,  UOP  brings 
technical  competence  to  bear  on  urgent  prob- 
lems of  environmental  control.  For  detailed 
information  about  UOP  products  and  serv- 
ices, write  to  Universal  Oil  Products  Company, 
30  Algonquin  Rd.,  Des  Plaines,  Illinois  6001  6. 


the  better  ideas  are  at 
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Hell  is  paved  with  good  appropriations 


IT  has  become  American  folk-lore  to  think 
that  money  alone  can  accomplish  everything. 
So  we  spend  billions  —  and  then  wonder  why 
we  still  have  school  dropouts,  riots,  slums, 
beatniks,  and   mounting  crime. 

Between  money  and  results  there  has  to  be  a 
very  human  bridge  .  .  . 

When  was  the  last  time  you  attended  a  meet- 
ing of  your  city  or  town  Council?  How  often 
do  you  and  I  write  a  thoughtful  letter  (of 
praise  as  well  as  suggestion)  to  our  Congress- 
men? Have  you  invited  your  child's  school 
teacher  to  dinner  recently?  Do  you  and  I  spend 


time  (a  lot  of  time)  studying  candidates  and 
issues  before  every  Primary  and  Election?  In 
your  business  and  mine  do  we  have  active, 
positive  programs  to  find,  train,  promote  ap- 
prentices? How  many  hours  a  week  {every 
week)  do  you  and  your  wife,  I  and  my  wife, 
spend  on  P.T.A.,  Little  League,  Boy  and  Girl 
Scouts,  and  our  Church? 

Voting  billions  and  letting  the  objectives  take 
care  of  themselves  is  as  hopeless  as  giving  a 
dollar  to  a  beggar  and  smugly  thinking  we  are 
curing  poverty.  Everything  worth-while  takes 
work  and  a  great  deal  of  it.  There  is  no  instant 
Heaven. 


Drilling  of  large,  heavy 
castings  is  completed 
automatically  on  this  Tape 
Controlled  Gun  Drill,  a 
product  of  Warner  & 
Swasey's  Lahr  Machine 
Division. 


TOB  CAH  PRODUCE  IT  BETTER,  FASTER,  FOR  IES$  WITH  WARNER  &  SWAJEY  MACHINE  TOOLS,   TEXTILE  MACHINERY,   CONSTRUCTION   EQUIPMENT 
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(WATS  is  the  vital  link  to  over  400  U.  S.  Manpower  offices.) 


Manpower,  Inc.  is  the  world's  largest  temporary 
personnel  service.  Since  1961  alone,  it  has  nearly 
doubled  in  size  from  over  200  to  over  400  U.S.  offices. 
WATS  (Wide  Area  Telephone  Service  with  a  flat 
monthly  charge  regardless  of  the  number  or  dura- 
tion of  calls)  has  had  an  integral  role  in  this  growth. 

WATS  helps  Manpower  coordinate  sales  leads, 
business  promotion  information  and  customer 
services.  It  keeps  headquarters  in  Milwaukee  in 
close  touch  with  all  local  and  regional  offices.  WATS 
helps  unify  the  corporation. 

Find  out  how  WATS  can  help  you,  too.  A  phone 
is  just  a  phone  until  you  learn  how  to  use  it.  Gall 
your  Bell  System  Communications  Consultant. 
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THE  CRUISE  BOOM:  Today  close  to  half  a  million  Americans  spend 
close  to  half  a  billion  dollars  yearly  heading  nowhere  by  ship — but  rare- 
ly a  U.S.  ship.  If  cruising  only  catches  on  with  the  young  crowd.  .  .  . 
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For  years  we've  told  you  Pontiac  Catalina  is  the  only  fleet  car  to  buy 

We  were  wrong. 


Le  Mans'  undeniable  greatness  this 
year  surprised  even  us. 

You  can  make  money  betting  people 
the  4-doors  are  really  coupes. 

The  interiors  will  make  your  account- 
ants flinch.  (That  sleek  coupe,  for  in- 
stance, comes  with  your  choice  of  buckets 
or  bench  in  plush  Morrokide.) 


And  what  you'll  swear  is  a  V-8  is,  in 
reality,  our  unique  Overhead  Cam  Six 
happily  producing  1  75  hp  on  regular  gas. 

Kind  of  a  big,  beautiful  Wide-Track 
for  people  who  thought  big,  beautiful 
Wide-Tracks  were  out  of  their  reach. 

(And  when  you  figure  in  a  Pontiac's 
traditionally  higher  resale,  you'll  find 


LeMans  we// within  your  grasp.) 

If  that's  you,  we  recommend  you  get 
in  touch  with  your  Pontiac  dealer  for 
more  facts.  Or  contact  our  Fleet  Sales 
Dept.,  Pontiac,  Michigan  48053. 

Which  is  high  recommendation  indeed. 
Coming  from  the  people  who've  always 
said  there's  only  one  fleet  car  for  you. 


Cook. 
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SIDE  LINES 


You  Never  Know  Where  You'll  Meet  a  Forbesman 

As  IS  QUITE  obvious  from  the  pages  of  Forbes,  our  staff  spends  a 
great  deal  of  time  in  factories  and  offices,  seeing  how  business  works 
and  talking  to  the  executives  who  run  it.  But  while  we're  strictly  a 
business  magazine,  we  write  about  business  in  a  very  broad  context. 
We  are  interested  in  everything  that's  happening  in  the  world,  because 
everything  that's  happening  affects  business  these  days.  So  we  don't 
spend  all  our  time  with  corporate  brass.   We  meet  other  types  too. 

Senior  Editor  Hal  Lavine  wrote  the  cover  story  for  this  issue  on  the 
cruise  business,  and  nothing  would  do  but  that  Lavine  leave  a  wintry 
New  York  and  take  a  cruise  himself.  The  vehicle  was  American 
Export  Isbrandtsen's  5.5.  Constitution.  Lavine's  cruise  consisted  of 
seven  days  sailing  between  San  Juan,  St.  Maartens  and  St.  Thomas. 

On  the  trip  he  met  no  big  businessmen,  but  he  did  run  into  an 
old-fashioned  entrepreneur  of  sorts.  "The  Angle  Man,"  as  Lavine  calls 
him,  had  been  a  "sales  agent"  for  Frank  Costello  in  the  heyday  of 
slot  machines,  and  then  moved  forward  into  the  pinballs.  "My  biggest 
mistake,"  the  Angle  Man  says,  "was  not  diversifying  into  juke  boxes." 

Senior  Editor  Dick  Phalon  has  been  South  too.  He  is  heading  a 
team  that  is  preparing  a  special  Forbes  issue  on  space  to  be  published 
this  summer,  and  he  just  spent  two  weeks  in  Cape  Kennedy,  which 
he  found  to  be  an  unusual  cluster  of  communities — "a  cross  between 
Montclair,  N.J.  and  Las  Vegas,"  Phalon  calls  it.  Special  Reports 
Editor  Joe  Carter  is  also  working  on  the  space  issue,  and  he  has 
been  in  Washington  meeting  with  such  experts  as  the  Library  of  Con- 
gress' Dr.  Charles  S.  Sheldon  II.  "I'm  just  learning  the  jargon  of  space," 
Carter  says,  "terms  like  'hard-over  deflection'  and  'faulty  servo  actua- 
tor.' "  We  talk  to  lots  of  people  like  Dr.  Sheldon.  In  recent  months 
we've  run  Forbes  stories  based  on  interviews  with  such  scholars  and 
intellectuals  as  John  Kenneth  Galbraith  and  Marshall  McLuhan. 

Ready  for  Use.  Like  all  good  reporters,  our  men  don't  just  file  and 
forget  what  they  learn  on  these  ventures  into  the  nonbusiness  world.  The 
information  and  the  insights  they  gather  are  used  again  and  again  for 
creating  other  stories.  Our  editor,  James  Michaels,  was  in  Vietnam 
last  November.  At  Danang  a  fellow  journalist  said  to  him:  "Forbes? 
What  are  you  doing  here?  Forbes  doesn't  cover  foreign  affairs."  Stand- 
ing nearby  was  famed  columnist  Bob  Considine.  Piped  up  Considine: 
"A  good  reporter  uses  in  his  work  every  bit  of  his  experience  and  every- 
thing he  ever  learns."    Well  said. 

On  the  trip  back  from  Asia  Michaels  flew  in  Vice  President  Hubert 
H.  Humphrey's  plane.  The  editor  and  the  Vice  President  chatted  in- 
formally but  at  length  about  the  U.S.  space  programs  as  background 
for  Forbes'  forthcoming  special  report  on  space.  In  the  course  of 
this  trip,  but  quite  coincidental  to  it,  he  met  a  young  American 
entrepreneur  who  will  appear  in  a  forthcoming  Forbes  feature. 

Last  year  a  Forbes  editor  met  famed  golfer  Frank  Stranahan.  Strana- 
han  told  the  editor  that  he  was  giving  up  golf  for  the  investment  busi- 
ness. A  few  days  later  Stranahan  was  in  our  office  being  interviewed  for 
a  "Faces  Behind  the  Figures."  Staff  Writer  Jim  Flanigan,  on  vacation 
with  his  wife,  Anne,  in  her  Irish  homeland,  dropped  in  on  the  great 
Guinness  brewery  in  Dublin.  Not  only  did  a  Guinness  story  result,  but 
Flanigan's  new  interest  in  that  industry  led  to  what  will  be  a  forthcom- 
ing cover  story  on  a  major  U.S.  brewer. 

So,  if  on  a  trip  or  at  a  party  you  run  into  a  Forbesman — even  an 
off-duty  one — don't  tell  him  anything  you  wouldn't  be  prepared  to  see 
become  the  basis  for  a  story  someday.  ■ 
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GULF  OF  MEXICO 

These  pictures 

could  be  worth  a 

thousand  lives. 


General  Electric  technology  in  space 
helps  man  survive  hurricanes  here  on  earth. 

Hurricanes  kill.  Since  1 900,  they  have  killed  over  1 3,500  people  in  the  U.S. 

Yet  when  Hurricane  Beulah  hit  last  year,  it  killed  but  ten  people. 

In  recent  years,  technological  advances  have  warned  people  about  approaching  hurricanes. 

One  recent  advance  —  a  satellite  named  Ninnbus  II  —  photographed  Beulah  around  the  clock. 

From  the  time  she  formed  in  the  Caribbean  on  Sept.  8,  moved  west  across  the 

Gulf  of  Mexico,  then  swung  north  to  hit  Brownsville,  Texas,  eleven  days  later. 

At  left  are  some  of  the  pictures  taken  by  Nimbus  II  of  Beulah's  path. 

Launched  in  May,  1 966,  Nimbus  II  is  the  first  complex  earth-orbiting  satellite  to  achieve  long 

life  in  space.  General  Electric  built  it  for  NASA's  Goddard  Space  Flight  Center. 

General  Electric  is  also  experjmenting  with  electronic  buoys  that  could  collect  weather 

data  at  sea  and  transmit  it  via  satellite . . .  building  sophisticated  computers  that  instantly 

analyze  weather  information . . .  and  even  devising  new  statistical  methods  to 

predict  violent  weather  and  forecast  its  path. 

Taking  the  violence  out  of  violent  weather  will  take  time.  But  we're  making  progress. 


Progress  is  our  most  important  product 

GENERAL^ELECTRIC 


Electricity  Powers  Progress.  Notional  Electrical  Week,  February  11-17 
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ON  INDUSTRIAL  BUILDINGS 


IN 


Contains  photographs,  specifications  and 
costs  of  27  recently  constructed  plants  in 
Georgia,  plus  information  on  the  attractive 
financing  arrangements  available  in  the 
state.  See  for  yourself  how  little  it  costs  to 
build  in  Georgia.  Write  for  your  free  copy. 

EXAMPLE: 


This  75,000  sq.  ft.  plant  cost  only  $6.25  per 
sq.  ft.,  including  special  plumbing  and 
equipment,  rail  siding  and  all  paving  and 
landscaping.  Specifications  and  detailed 
cost  data  contained  in  booklet. 


JOE  B.  BROVi/DER.  Vice  President 


GEORGIA  POWER 
COMPANY 


Plant  Location 
Assistance 


PLANN 


Nationwide  Network 


INDUSTRIAL 
DEVELOPMENT  DIVISION 

BOX  4545  C2 
ATIANTA.  CA.  30302 
PHONE;  404  521-3400 
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Trends 

&  Tangents 


OVERSEAS 


All  At  Once!  Chairman  Harry 
Wingate  wasn't  kidding  in  Decem- 
ber when  he  told  Forbes  that  the 
foreign  ore  bodies  International 
Nickel  Co.  had  been  trying  to  get 
for  the  past  decade  were  all  com- 
ing through  at  once.  Having  won 
the  struggle  for  the  New  Caledonia 
deposits  not  owned  by  France's 
Societe  Le  Nickel  a  few  months 
ago,  and  on  the  verge  of  settling  a 
three-year-old  dispute  with  the 
Guatemalan  government  over  an- 
other rich  deposit,  Wingate  proudly 
announced  on  Jan.  29  that  Inco 
had  won  exclusive  rights  to  explore 
and  develop  nickel  ore  bodies  on  the 
remote  Indonesian  island  of  Sula- 
wesi. This  will  probably  mean  in- 
vesting another  $100  million  within 
two  years  by  a  company  that  al- 
ready plans  investments  of  $700 
million  in  Canada  alone  over  the 
next  five  years.  When  Inco  opens  up 
its  fat  purse,  it  really  opens  it  up. 


>^ 


BUSINESS 


Cheaper  To  Buy  'Em.  In  the  bur- 
geoning computer  field,  making 
acquisitions  may  be  an  easier  way 
to  get  qualified  workers  than  run- 
ning help-wanted  ads.  That  was  one 
of  the  main  reasons  behind  Control 
Data's  recent  purchase  of  SCM 
Corp.'s  Data  Processing  Systems 
division.  Says  William  C.  Norris, 
CD's  president,  "We  needed  a  con- 
siderable number  of  qualified  com- 
puter personnel.  The  SCM  division 
has  many  experienced  and  skilled 
sales,  programming  and  customer 
engineering  personnel  who  fortu- 
nately have  become  available  to  us 
through  this  purchase."  Why  did 
SCM  give  up  these  valuable  peo- 
ple? Data  processing  itself  was  sim- 
ply too  much  for  SCM  to  handle 
profitably.  According  to  SCM 
Chairman  Emerson  E.  Mead,  the 
company's  investment  in  DPS  has 
consistently  outstripped  income. 

Shrinkage  Is  Hell.  Merrill  Lynch 
used  to  have  the  largest  library  of 
corporate  information  on  Wall 
Street,  but  in  terms  of  physical  size 


it  may  soon  have  the  smallest.  The 
firm's  4  million  pages  of  research 
material,  including  annual  reports 
from  some  20,000  companies,  pro- 
spectuses and  executive  speeches, 
are  all  being  squeezed  into  25  small, 
card-sized  file  drawers.  To  accom- 
plish, this  feat,  ML  is  using  NCR's 
microfiche  system,  in  which  up  to 
60  document  pages  can  be  filmed 
on-  4-inch-by-6-inch  transparencies 
similar  to  index  cards.  "I  wanted 
this  for  a  long  time,"  says  Mrs. 
Katherine  Gibson,  ML's  head  li- 
brarian, "but  at  the  moment  it's 
sheer  hell  around  here.  We're  doing 
the  filming  in  the  house  and  every- 
thing's a  mess."  Mrs.  Gibson  will 
have  to  put  up  with  the  mess  for  a 
long  while,  for  the  switchover  will 
take  about  two  years  to  complete. 

Not  Toying  Around.  At  the  Toy 

Fair  in  New  York  City  next  month, 
where  dealers  will  preview  the  toy- 
makers'  offerings  for  the  1968 
Christmas  season,  rivalry  among 
manufacturers  will  be  intense  but 
not  as  cutthroat  as  in  the  past.  The 
reason  is  not  altruism  but  survival. 
The  cost  of  designing,  manufactur- 
ing and  promoting  toys  keeps  going 
up,  and  when  one  company  fails 
it  makes  it  more  difficult  for  the 
others  to  get  financing.  Also,  many 
family-held  companies  hope  to  go 
public  someday,  and  they  want 
their  $2.5-billion  industry  to  look 
like  a  sound  place  for  investment, 
not  just  fun  and  games. 

Stodgy  Youth.  What  with  so 
much  advertising  geared  to  the 
youth  market,  one  might  think  it 
would  be  easier  to  get  a  venture- 
some 20-year-old  to  try  a  new 
brand  product  than  a  set-in-his- 
ways  40-plus.  Not  so.  A  recent 
marketing  survey  conducted  by  CBS 
Radio  Spot  Sales  shows  that,  con- 
trary to  common  beliefs,  the  stodgy 
and  conservative  members  of  the 
consuming  public  are  more  often 
found  in  the  youth  market  than  in 
the  "middle-aged"  market.  Accord- 
ing to  the  survey,  the  39-49  age 
group  is  the  most  adventuresome 
and  experimental,  with  much  more 
potential  for  brand  switching  than 
is  the  18-34  age  group. 

New  Phase?  About  ten  years  ago 
the  computer  manufacturers  con- 
vinced their  customers  to  store  data 
on  magnetic  tape  rather  than 
punched  cards.  For  the  customers 
it  meant  faster  processing.  For  the 
computer  makers  it  meant  larger 
computers.  But  now  magnetic  tape 
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is  being  supplanted  by  disk  packs,  a 
more  expensive  device  that  allows 
nearly  instantaneous  retrieval  of 
data  because  it  is  not  necessary  to 
search  through  a  long  reel  of  tape. 
EDP  Industry  Report  estimates 
that  disk  pack  sales  will  swell  to 
$127  million  in  1968.  surpassing 
magnetic  tape  sales  for  the  first 
time.  Though  more  expensive  than 
tape,  the  pack  allows  the  user  to 
build  toward  eventual  computer- 
ized management  information  con- 
trol of  his  company,  something 
that  is  generally  impractical  with 
magnetic  tape.  Management  infor- 
mation systems,  in  turn,  will  re- 
quire bigger,  faster  and  more  ex- 
pensive computer  systems. 


WASHINGTON 


Moving  Issue.  The  moving  com- 
panies are  in  for  a  rough  summer. 
Senator  Warren  G.  Magnuson 
( Dem.,  Wash),  chairman  of  the 
Senate  Commerce  Commitee,  will 
hold  hearings  in  late  spring  "on  a 
whole  series  of  moving  company 
complaints'"  based  on  the  fact  that 
movers  sometimes  estimate  one  low 
price  in  the  old  house  and  charge 
a  higher  price  at  the  new  residence. 
Senator  Magnuson's  committee  is 
working  with  Consumers  Union, 
which  is  sending  out  9,000  ques- 
tionnaires to  subscribers  soliciting 
complaints  against  the  movers.  One 
thing  the  committee  would  do  is  set 
up  standards  for  moving  contracts 
and  arbitration  bureaus  in  all  cities 
where  the  Interstate  Commerce 
Commission  has  offices. 

Fastest  Yet.  The  National  Aero- 
nautics &.  Space  Administration's 
Goddard  Space  Flight  Center  at 
Greenbelt.  Md.  recently  put  into 
operation  what  it  describes  as  the 
fastest,  most  powerful  computer 
ever — International  Business  Ma- 
chine's System/ 360  Model  91.  It  is 
estimated  that  the  Model  9!  will 
solve  more  than  1,000  problems  a 
day.  involving  200  billion  calcu- 
lations to  give  answers  to  problems 
involving  the  earth's  magnetic  field, 
the  ionosphere,  meteorology  and 
other  space-age  fields.  'Because  of 
the  growing  use  of  simulation,"  says 
William  F.  Cahill.  chief  of  God- 
dard's  mathematics  and  computing 
branch,  "the  Model  91  will  func- 
tion as  much  as  a  laboratory  as  a 
computer.  Math-models  of  stars, 
for  example,  will  be  formed  inside 
the  computer  and  their  evolution 
over  the  centuries  will  be  com- 
pressed into  hours."   ■ 


Major  eastern  markets 
will  be  at  your  doorstep 

in  this 
BOpOOO  sq.  It.  plant 


completed  in  60-90  days 
In  central  Eastern  Pennsylvania 


Reaching  your  customers  can  be  done  quickly  and 
economically  from  this  180'  x  333'  building  in  Central 
Eastern  Pennsylvania.  You  can  be  within  overnight 
trucking  distance  of  the  vast  eastern  megalopolis  via 
the  famed  Pennsylvania  Turnpike  and  links  of  Inter- 
state Routes  78,  80,  81  and  83  serving  this  region. 

What's  more,  100%  financing  is  available  at  low  in- 
terest rates;  large  power  rates  are  the  lowest  in  north- 
eastern United  States  and  the  tax  climate  is  favorable 
to  industry.  There  are  six  colleges  in  the  area  and  near- 
by are  the  famed  Pocono  Mountains  with  outstanding 
skiing,  golf  courses  and  the  best  hunting  and  fishing  in 
the  East. 

These  are  just  some  of  the  reasons  why  over  750  in- 
dustries located  in  Central  Eastern  Pennsylvania  in 
the  past  five  years.  Your  company  is  cordially  invited 
to  become  part  of  this  thriving  and  attractive  area. 
Complete  the  coupon  below,  and  the  full  story,  factual 
and  objective,  will  be  sent  to  you  in  confidence  and 
with  no  obligation. 


Donald  N.  Stocker,  Mgr.,  Area  Development 
PENNSYLVANIA  POWER  &  LIGHT  COMPANY 
901  Hamilton  Street 
Allentown,  Pennsylvania  18101 


Fbl 


Please  send  full  information  on  the  above  building 
and  the  area  where  it  is  located. 


Name_ 


Company. 
Address  _ 
City 


Phone _ 
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State_ 


Zip  Code. 
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K  your  business  can  benefit  from  oper- 
ating in  a  technically-oriented  environ- 
ment, your  site  selectors  should  look 
at  Sunnyvale  in  Santa  Clara  County, 
California.  Here,  the  rub-off  between 
education  and  industry  converts  ideas 
into  enterprise  and  turns  innovation 
to  profit.  People  of  accomplishment 
come  here  because  they  like  it:  the 
climate,  the  environment  and  the  pace 
of  a  market  now  ranked  22nd  in  the 
United  States. 

Here's  the  practical  pay-off:  In  the 
last  3  years,  the  $22.6  million  invested 
in  new  plants  in  this  market  was 
dwarfed  by  the  $179.2  million  spent 
for  expansion  of  existing  plants  —  by 
local  plus  leading  national  companies. 
Ask  for  more  information  and  your 
copy  of  "Executive  Checklist  for  Site 
Selection",  an  objective  way  to  begin 
your  business  expansion.  Write  E.  L. 
Beaty,  Director,  Chamber  ^^^^^ 
of  Commerce,  499  South  I  i^  ■ 
Murphy  Avenue,  Sunnyvale,  I  hd  I 
California  94086.  k^J 


this  is 

ENTREPRENEUR 
nRRITORY... 


SAN  FRANCISCO 


OAKLAND 


a  good  place 
to  locate  your 
business 


SUNNYVALE  CALIFORNIA 


READERS  SAY 


Inventor,  Not  Manufacturer  '' 

Sir:  I  would  like  to  make  a  couple  of 
comments  about  the  article  entitled 
"Canning  a  Market"  (Forbes,  Jan.  15,  p. 
14).  I  was  concerned  about  the  picture  at 
the  top  of  the  page  which  shows  tinplate 
ends  which  were  erroneously  identified 
as  aluminum  ends.  The  picture  at  the 
bottom  is  of  an  aluminum  end.  We  de- 
veloped the  Easy  Open  end  and  have 
been  quite  successful  in  marketing  this 
idea  in  many  forms.  Our  marketing 
method  here  again  is  to  work  through 
the  established  can  companies  who  ac- 
tually produce  these  ends  from  alu- 
minum sheet  supplied  by  Alcoa.  I  am 
quite  appreciative  of  the  tribute  paid  to 
Fritz  Close.  This  is  a  tribute  which  I 
think  is  well  deserved. 

— John  D.  Harper 
President, 
Aluminum  Co.  of  America 
Pittsburgh,  Pa. 

Sir:  When  Cliff  Sands  of  Alcoa  re- 
marked that  the  can  companies  "have 
the  country  covered  like  the  dew,"  he  said 
a  mouthful.  But,  driving  along  our  coun- 
try roads,  the  "scenic"  lanes  of  "skyline" 
avenues,  or  landscaped  expressways,  any 
former  farm  boy  is  more  likely  to  be  re- 
minded of  the  debris  that  fringed  the  hog 
pastures  of  his  youth  than  of  the  cool, 
dew-covered  lawn. 

One  wonders  if  the  aluminum  com- 
panies, the  can  companies  and  the  beer 
and  soft-drink  users  of  cans  have  thought 
about  contributing  a  bit  of  sunshine  that 
would  evaporate  the  unsightly  mess  of 
cans  that  indeed  has  "the  country  cov- 
ered." Perhaps  they  can  be  or  will  be 
persuaded  to  wncover  the  country. 

— George  L.  Harrington 
Palo  Alto,  Calif. 

IDS  Replies 

Sir:  The  article  on  IDS  (Forbes,  Jan. 
1 )  has  a  number  of  financial  inaccura- 
cies. You  will  note  in  our  1966  Annual 
Report  that  earnings  per  share  of  Class 
A  stock  were  $3  in  1965  and  $3.19  in 
1966  with  a  similar  gain  for  Class  B 
shares.  We  can  now  safely  say  that  an- 
other modest  increase  in  earnings  per 
share  [to  $3.30]  was  achieved  in  1967. 

As  explained  in  the  comments  in  the 
Annual  Report,  there  are  significant 
reasons  for  the  decline  in  parent  com- 
pany earnings  which  are  not  related  to 
the  decline  in  fund  sales  and  which  do 
not  indicate  any  deterioration  in  the 
company's  basic  profit  position.  Anyone 
who  attempts  to  evaluate  the  perfor- 
mance of  a  diversified  organization  with 
several  wholly  owned  subsidiaries  on  the 
basis  of  the  accounting  for  the  parent 
company  alone  seems  destined  for  con- 
fusion. For  example,  the  company's 
mortgage  banking  was  incorporated  as  a 
wholly  owned  subsidiary  on  Jan.  1,  1967. 
Another  fact  that  should  be  taken  into 
consideration  is  that  we  deduct  from  the 


management  fees  charged  to  the  funds 
the  profits  of  our  wholly  owned  broker- 
age subsidiary,  IDS  Securities  Corp.  This 
amounted  to  $274,000  in  1965,  $3.3  mil- 
lion in  1966  and  will  be  in  excess  of 
$4.5  million  for  the  year  ended  Dec.  31, 
1967. 

'  There  is  substantial  error  in  your  esti- 
mation of  new  money  accruing  to  the 
funds  in  the  year  just  ended.  Net  new 
mofiey  for  the  funds  managed  by  IDS, 
calculated  on  the  basis  you  seem  to  have 
used,  will  be  approximately  $235  mil- 
•  lion  and  not  the  $75  million  to  $85  mil- 
lion estimated  in  your  article.  Additional 
new  money  accrues  to  the  funds  from 
the  reinvestment  by  fund  owners  of  divi- 
dends from  capital  gains.  This  amounted 
to  $95.5  million  in  1967. 

Concerning  your  observations  with  re- 
spect to  fund  performance,  quite  frank- 
ly, we  feel  that  it  is  meaningless  to  com- 
pare individual  funds  with  the  average 
for  all  mutual  funds,  since  your  25% 
figure  does  not  take  into  consideration 
the  objectives  which  the  customer  de- 
cided upon  in  choosing  from  among  our 
funds.  We  believe  confidently  that  very 
satisfactory  investment  results  and  com- 
parative fund  performance  can  be 
achieved  for  the  large  funds  by  the  in- 
vestment techniques  employed  by  IDS. 
We  rank  all  funds  that  are  genuinely 
competitive,  on  the  basis  of  objectives, 
with  our  funds.  It  is  gratifying  to  us  that 
each  of  our  three  major  funds  improved 
its  ranked  position  in  each  of  the  last  two 
years.  We  know  that  we  will  provide  im- 
portantly better  results  in  the  coming  year. 
— Stuart  F.  Silloway 
President, 
Investors  Diversified  Services 
Minneapolis,  Minn. 

No-Load  Magazine? 

Sir:  I  sure  do  appreciate  the  articles 
you  have  written  regarding  no-load 
funds  (Forbes,  Jan.  15).  When  can  we 
expect  subscriptions  of  Forbes  on  a  no- 
charge  basis? 

— Charles  A.  Mitchell 
Houston,  Tex. 

Zealous  Machine 

Sir:  1  read  with  a  chuckle  "an  open 
letter  to  an  irate  subscriber"  (Forbes, 
"Side  Lines,"  Jan.  15).  On  July  1,  1966, 
the  radiologists  at  Evanston  Hospital  be- 
gan billing  the  patients  and  because  of  the 
volume  we  thought  best  to  do  it  on  a 
computer.  Need  I  say  more!  The  com- 
puter "pumps"  out  the  bills,  and  not  in- 
frequently repeated  bills  are  "pumped"  in 
spite  of  a  canceled  check  in  the  hand  of  a 
patient.  The  billing  company  has  been 
called  "lazy,  drunken,  incompetent,"  and 
a  few  other  choice  unprintable  words. 
Isn't  progress  "hippy?" 

— H.C.  Burkhead,  M.D. 
Evanston,  111. 

Sir:  Three  of  us  did  not  receive  our 
Dec.  15,  1967  Forbes  Magazine.  There 
were  articles  in  the  Anchorage  news- 
papers that  publications  of  this  type  were 

(Continued  on  page  78) 


AM  saves  money  for  the 
friendly  guys  of  United 

(by  making  copies  fly  in  1/3  the  time) 


"It's  all  about 
total  copying  concept" 


The  huge  United  Air  Lines  Maintenance  Base,  near 
San  Francisco  Airport,  had  an  overworked  system  for 
making  copies.  Though  it  worked  as  hard  as  it  could- 
two  and  sometimes  three  shifts— the  equipment  still 
couldn't  cope  with  the  volume  of  maintenance  orders 
required. 

Addressograph  Multigraph  systems  specialists  dem- 
onstrated a  method  that  teams  copier  simplicity  with 
duplicator  speed.  The  A-M  system  handles  more  volume 
in  one-third  the  time.  Our  equipment  takes  care  of  all 


normal  required  copies  in  just  one  shift.   No  backlogs 
and  half  the  cost. 

We  can't  promise  that  this  system  will  work  as 
dramatically  for  you.  But  we  know  that  no  other  system 
can.  Give  it  a  look.  At  any  of  our  143  offices  around  the 
country.  It  could  be  the  start  of  another  beautiful  friend- 
ship. Addressograph  Multigraph  Corporation,  Depart- 
ment X,  1200  Babbitt  Road,  Cleveland,  Ohio  44117. 

COPIER' DUPLICATOR  division  ^^  CORPORATION 

^  ...helping  people  communicate 


. 
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If  it's  the  only  time 

you  have  to  yourself, 

make  sure  you  enjoy  it. 

To  make  certain  Cadillac  is  the  most 
pleasurable  car  you  can  drive,  we  devel- 
oped the  largest  production  V-8  engine 
ever  put  into  any  passenger  car.  The 
deep-cushioned  seats  are  superbly  com- 
fortable, and  every  suspension  compo- 
nent is  carefully  tuned  for  an   incom- 
parably smooth,  quiet  ride.  Isn't  it  time 
you  discovered  how  really  enjoyable 
motoring  can  be? 


Standard  of  the  World 


.~  '  ..  ,y  1  »iil»  ,-i  -miitiV 


"With  all  thy  getting  get  understanding'' 


Fact  and  Comment 


(An  editorial  saying  all  that  can  be  said  about  the 
perception,  imagination  and  achievement  of  the 
Secretary  of  State  in  furthering  the  interest  and 
ideals  of  the  United  States  throughout  the  world.) 
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-Malcolm  S.  Forbes,^ 

Editor-in-Chief  j 


Annual  timber 
demand  to  double 
by  year  2000. 


Genetic  cross  pollination  in  a  G-P  tree  seed  orchard. 


And  Georgia-Pacific  will  be  ready! 


Economic  forecasters  predict 
dramatic  rises  in  per  capita 
consumption  during  the  rest  of 
this  century.  This,  coupled  with 
population  growth  spells  a 
continuing  increase  in  demand 
for  products  of  all  kinds,  and  a 
corresponding  need  for  raw 
material . . .  raw  material  such  as 
timber.  In  fact,  the  U.  S.  Forest 
Service  predicts  annual  timber 
demand  will  double  between  1965 
and  the  year  2000. 

Georgia-Pacific  is  in  an 
excellent  position  to  meet  this 
growing  demand.  We  own  over 
3%  million  acres  containing  some 
of  the  world's  best  timberland. 
These  lands  are  managed  on 
a  sustained  yield  basis.  We  grow 
more  trees  on  our  land  each  year 


than  we  harvest  for  our  operations. 
We  plant  5  trees  for  every  one 
harvested !  And,  we're  constantly 
exploring  new  ways  to  grow  better 
forests:  fertilizing  trees  by  air  or 
by  hand  to  speed  growth  . .  .seeding 
by  helicopter  to  get  harvested 
land  into  production  more  quickly 


. . .  even  tree  genetics  to  grow 
bigger,  taller  trees  faster. 

It  should  come  as  no 
surprise  that  Georgia-Pacific  is  a 
leader  in  finding  new  ways  to 
meet  future  timber  needs.  That's 
one  reason  we're  called  the 
growth  company. 


SALES  GROWTH       NET  INCOME 


TOTAL  ASSETS 


TIMBER  DEMAND 
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For  further  information  write:  Georgia-Pacific  Corponrtion,  421  S.W.  Sixth  Ave..  Portland.  Oregon  97204 

i^^    GEORGIA-PACIFIC /the  grova/th  company 

Plywood/  Poper/  Pulp/  Chemicols/  Wood  Products/Gvpsum  /  Natural  Gob /  Metallurgical  Coal 
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Man 


Woman 


Food 


The  last  is  our  corporate  symbol. 
It  stands  for  diversified  growth  .  .  , 
which  makes  possible  the  production 
of  more  and  better  food :  over  200 
million  pounds  of  poultry;  a  million 
tons  of  animal  feed;  almost  half  a 


billion  eggs;  and  about  80  million 
bushels  of  processed  soybeans,  most  of 
which  is  transformed  into  products 
that  help  multiply  T-bones,  drumsticks 
and  pork  chops,  squeeze  out  more 
milk  and  pop  out  more  eggs— all  at 


less  cost  to  you  and  the  farmer. 
We  produced  and  marketed  all 
this  food  last  year — enough  to  serve 
every  man,  woman  and  child  in  the- 
U.S.A.  a  belt-busting  Sunday  dinner. 


That's  why  we're  called  The  Foodpower  People 

^^  Central  Soya 


The  FOODPOWER  People 

Fort  Wayne.   Indiana 


A  UNIQUE  GROWTH  ORGANIZATION  SERVING  AGRICULTURE 
AND  INDUSTRY  THROUGH  SOYBEAN  PROCESSING, 
FEED  MANUFACTURING.  POULTRY  MARKETING, 
GRAIN  MERCHANDISING  AND  SOYBEAN  CHEMURGY. 
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Forbes 

Goodbye  to  Robin  Hood? 


George  S pater's  No.  One  job  as  American  Airlines'  new  boss  is  to  get 
some  new  routes.  He  is  taking  over  just  wtien  ttie  CAB  is  starting 
to  figure  that  it  has  made  the  once-poor  smaller  airlines  rich  enough. 


American  Airlines  has  a  new  boss, 
a  lawyer,  and  the  question  is,  "Why?" 
George  Alexander  Spater  took  over  as 
president  and  chief  executive  officer 
last  month  after  having  served  Ameri- 
can for  only  nine  years.  He  replaces 
the  seriously  ill  Marion  Sadler,  56, 
who  took  early  retirement. 

But  the  significance  of  the  move 
goes  beyond  the  fact  of  Sadler's  ill- 
ness. Until  recently  American  was 
pretty  much  run  by  a  triumvirate  con- 
sisting of  Sadler;  Chairman  C.R. 
Smith,  the  airline's  68-year  pioneer; 
and  William  J.  Hogan,  American's 
long-time  financial  boss.  Sadler  de- 
parted around  the  same  time  as 
Hogan,  who  retired  recently  when  he 
turned  65.  Which  makes  George 
Spater  CEO  in  fact  as  well  as  in  name. 

But  why  a  lawyer?  For  the  simple 
reason  that  American's  chief  problem 
is  the  pressing  need  to  improve  its 
route  structure,  a  job  that  calls  for 
intricate  and  patient  negotiating. 
Spater  is  admirably  suited  for  the  job. 

The  situation  is  rooted  in  Ameri- 
can's own  history  and  in  the  long- 
term  policies  of  the  Civil  Aeronautics 
Board.  The  CAB  has  broad  regulatory 
powers  over  the  whole  civil  air  trans- 
port industry.  At  the  beginning  of  the 
Sixties,  that  industry  had  nothing  like 
the  fat  and  sassy  look  it  displays  to- 
day. In  fact,  it  seemed  deathly  sick: 
In  1960,  for  example,  the  11  trunk 
lines  (major  domestic  carriers)  barely 
broke  even  on  combined  revenues  of 
nearly  $2  billion,  and  in  1961  they 
showed  a  combined  $35-million  loss. 
In  this  setting  the  CAB  continued  its 
so-called  Robin  Hood  policy  of  award- 
ing new  routes  in  such  a  way  as  to 
beef  up  the  poorer  and  smaller  lines 


Spaler  of  American  Airlines 

at  the  expense  of  their  bigger  and  bet- 
ter-heeled brethren.  It  did  so  partly  by 
cutting  the  smaller  lines  in  on  lucrative 
routes  flown  by  the  big  carriers,  partly 
by  awarding  them  new  routes  while 
excluding  the  big  carriers. 

Among  the  big  lines,  no  one  was 
better  off  than  American  in  those  days. 
It  made  $12  million  even  in  the  lean 
year  of  1960,  when  such  lesser  lines 
as  Delta  made  less  than  $3  million, 
Northwest  less  than  $2  million  and 
National  suffered  a  $3-million  loss. 
American  also  had  the  best  domestic 


route  pattern — from  the  biggest  north- 
eastern and  midwestern  cities  via  the 
all-weather  southern  route  and  the 
Texas  oil  centers,  to  the  biggest,  fast- 
est-growing part  of  the  West  Coast. 

Therefore  the  CAB  saw  little  reason 
to  favor  American  in  route  awards — 
or,  for  that  matter,  the  other  three  of 
the  Big  Four  trunk  lines,  United, 
Trans  World  and  Eastern.  The  four 
lines  became  the  victims  in  the  game 
of  Robin  Hood.  In  1961  the  CAB 
handed  down  its  decision  on  the  so- 
called  Southern  Transcontinental  case 
regarding  who  should  provide  service 
from  Florida  and  Georgia  via  Texas 
to  and  from  the  West  Coast.  The  nod 
went  to  National  (Miami  to  the  West 
Coast  via  Houston)  and  Delta  (At- 
lanta to  the  West  Coast  via  Dallas). 
The  big  lines  got  nothing.  By  and 
large,  through  the  mid-Sixties  the  only 
significant  route  awards  the  Big  Four 
carriers  got  were  on  existing  routes 
against  other  Big  Four  carriers. 

Route  Man.  But  now  the  situation 
looks  altogether  different.  The  South- 
ern Transcontinental  decision,  says 
Spater,  "had  a  double  effect  on  us.  Up 
until  that  time  we  had  about  85%  of 
the  business  on  the  route  through  in- 
terchange agreements  with  Delta  and 
National  [a  single  plane  flying  under 
the  banner  of  two  separate  airlines], 
and  the  decision  cut  us  out  complete- 
ly. Now  these  smaller  companies  are 
way  ahead  of  the  industry  and  us  by 
a  wide  margin.  Their  return  on  equity 
is  way  over  25%,  and  their  return  on 
capital  is  far  above  the  CAB  standard 
of  1014%  set  for  the  largest  domestic 
carriers.  It  was  an  unfair  policy.  Delta 
has  a  124-million-passenger-mile  route 
that  is  a  monopoly  route.  Our  largest 


This    American    Airlines'    jet   freighter  at   Danang,    one 
of   four    in    which    the    company    flies    military    carina    to 


South  Vietnam,  also  serves  the  incidental  corporate  purpose 
of   streni;thenin,i>    American's    bid   for    transpacific    routes. 


monopoly  is  roughly  one-twentieth  that 
size."  Spater  has  figures  to  support  his 
point.  In  fact,  American's  7.4%  return 
on  capital  last  year  contrasted  sharply 
with  Delta's  14.2%  and  National's 
13.5%.  while  Northwest,  fattened  by 
its  sole  possession  of  the  New  York- 
Minneapolis  run  and  the  best  U.S.- 
Tokyo route,  reached  17.2%. 

Spater  would  seem  to  have  the 
background  to  deal  with  this  kind  of 
problem.  "Before  I  came  to  American 
Airlines,"  he  says.  "I  had  over  20 
years'  experience  expanding  the  Trans 
World  Airlines  system,  establishing 
new  routes  to  Europe  and  subsequent- 
ly to  Asia  in  a  period  when  American 
expanded  very  little."  That  experience 
came  with  the  law  firm  of  Chad- 
bourne,  Parker,  Whiteside  &  Wolff, 
which  was  TWA's  outside  legal  coun- 
sel. But  he  was  so  intimately  involved 
with  TWA  affairs  that  when  the  offer 
from  American  came  in  1958,  he 
thought  it  only  fair  to  brainwash  him- 
self of  TWA  by  taking  a  six-month 
vacation  before  joining  American. 

The  thing  that  caught  C.R.  Smith's 
eye  about  Spater,  however,  was  not 
his  route  expertise  but  his  1957  devis- 
ing of  the  airline  mutual-assistance 
pact.  This  provided  that  a  strike-bound 
airline  is  generally  recompensed  for 
any  traffic  thereby  diverted  to  other 
lines  that  are  still  flying.  At  American, 
Spater  first  set  about  building  the  com- 
pany's first  legal  department,  then 
began  to  branch  out,  with  C.R.  Smith's 
encouragement.  "C.R.  made  his  mind 
up  about  Spater  long  ago,"  says  an 
industry  executive  who  knows  both 
men  well,  "and  the  time  schedule  is 
about   what  it   was  supposed   to   be." 

Abroad  Again.  Spater's  immediate 
wants  in  terms  of  routes  are  at  once 


both  simple  and  monumental:  "We 
want  the  new  Pacific  route  [U.S.  to 
Honolulu,  Japan  and  Southeast  Asia] 
to  be  on  equal  terms  with  our  com- 
petitors," he  says,  "and  we  want  back 
some  of  the  southern  transcontinental 
business  that  was  taken  from  us." 

To  those  with  long  memories,  it  is 
ironic  that  American  should  be  cast- 
ing its  eyes  overseas  again.  After 
World  War  II  American  had  a  foreign 
line  of  its  own.  American  Overseas 
Airlines,  with  routes  from  the  U.S.  to 
West  Germany  and  on  (hopefully)  to 
Moscow.  C.R.  Smith  concluded  that 
there  was  no  economic  future  in  over- 
seas air  travel.  In  1949  he  decided  to 
sell  American  Overseas  to  Pan  Ameri- 
can; for  this  he  received  many  a  plau- 
dit over  the  next  decade  for  his  seem- 
ing realism.  The  sale  to  Pan  Am  was 
bitterly  though  unsuccessfully  opposed 
by  TWA  with  the  best  legal  stratagems 
George  Spater  could  concoct. 

American  frequently  gets  the  needle 
from  the  competition  about  its  new- 
found love  for  overseas  service,  now 
that  the  passenger  jet  has  made  such 
service  highly  profitable.  In  discussing 
the  awarding  of  Pacific  routes  a  couple 
of  years  ago,  TWA  President  Charles 
C.  Tillinghast  Jr.  remarked:  "It  would 
not  seem  inequitable  to  make  a  dis- 
tinction between  those  who  had  the 
courage  and  foresight  to  pioneer  in- 
ternational air  transport  during  the 
questionable  years  and  those  whose 
affection  for  this  arena  lay  dormant 
until  its  economic  viability  had  been 
so  clearly  established  that  none  could 
fail  to  see  it."  In  plain  English,  TWA 
should  get  credit  for  being  in  early. 

Everybody  sees  it  now.  Every  sin- 
gle U.S.  trunk  line  except  North- 
east has  applied  for  rights  to  fly  the 


Pacific — not  counting  nine  other 
carriers.  All  1 1  trunks  plus  several 
other  carriers  have  applied  to  be  added 
to  the  southern  transcontinental  routes 
that  have  so  fattened  National  and 
Delta  by  giving  them  in  a  single  quar- 
ter last  year  160  million  and  130 
million  competition-free  revenue  pas- 
sengef  miles  respectively,  and  eight 
trunks  plus  others  are  applying  to  be 
added  to  the  northern  transcontinen- 
taf  routes  that  have  helped  to  make 
Northwest  fat  and  rich. 

New  Spirit?  The  number  of  appli- 
cants for  a  new  route  does  not.  of 
course,  necessarily  have  any  relation 
to  how  many  or  who  are  certified.  As 
one  airline  lawyer  remarks.  "Nowa- 
da\s  ever\body  seems  to  get  in  on 
these  cases,  hoping  that  a  few  fruits 
will  fall  off  the  tree  into  their  basket." 
But  there  are  signs  that  American  and 
the  other  big  trunk  lines  may  be  in  a 
better  position  today  for  route  awards. 

For  one  thing,  the  Robin  Hood 
policy  plus  the  surge  of  air  traffic  has 
made  the  medium-sized  to  smaller 
lines  richer  on  average  than  the  big 
ones,  as  Forbes  Jan.  1  ratings  show. 
The  industrv  talk  is  that  the  trans- 
pacific, southern  transcontinental  and 
northern  transcontinental  routes,  if  not 
also  some  other  smaller  ones,  are  ripe 
for  additional  competition.  That  such 
awards  could  well  go  to  the  big  car- 
riers is  suggested  by  last  year's  St. 
Louis-Seattle  route  award  to  Eastern 
— the  first  major  new  domestic  route 
that  Eastern  has  picked  up  in  at  least 
20  years. 

This  is  the  setting  in  which  George 
Spater  has  taken  over  at  American. 
Given  his  own  background  and  the 
hard  realities  of  airline  life,  it  would 
seem  to  be  a  promising  setting.  ■ 
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"WE'LL  STILL  BE  NICE  TO  PEOPLE"- 


In  an  interview  with  a  Forbes  re- 
porter early  this  month,  American's 
new  president  discussed  a  wide 
range  of  topics.  "I'm  not  the  only 
lawyer  in  airlines,"  George  A. 
Spater  said.  The  president  of  West- 
ern Airlines  is  a  lawyer  and  so  is 
Tillinghast  at  TWA.  "Not  all  law- 
yers are  conservatives,  you  know. 
Some  of  us  like  to  take  risks." 

What  are  Spater's  plans?  "As 
president  and  chief  executive  I 
would  like  to  retain  the  things  that 
Mr.  [Chairman  C.R.]  Smith  has 
done.  It  was  his  idea  of  being  nice 
to  people  and  they  in  turn  would 
be  nicer  to  you. 

"But  as  a  company  gets  bigger 
the  problems  become  more  com- 
plicated and  require  more  disci- 
pline. I  expect  to  use  more  long- 


range  planning  and  try  to  get  bet- 
ter use  of  our  resources." 

The  SST?  "The  whole  world  is 
tired  of  noise  and  pollution.  For 
the  SST  to  be  palatable,  it  will 
have  to  be  quiet.  I  take  this  noise 
problem  very  seriously.  I  even  keep 
my  office  door  closed  so  I  don't 
have  to  hear  the  typewriters." 

As  for  future  equipment.  Spater 
said,  "The  [Boeing]  747  picture  has 
changed  a  bit  because  of  the  new 
three-engine  jet  we  designed,"  the 
so-called  airbus.  Smaller  than  the 
747,  the  new  plane  can  be  used  in 
off-peak  hours  and  on  shorter  run- 
ways. 

Like  his  predecessors,  Spater  has 
big  plans  for  air  freight.  "It  has  a 
great  future."  he  said,  but  concedes: 
"It  is  not  growing  today  at  the  same 


rate  it  did  18  months  ago.  Compe- 
tition has  come  from  the  railroads 
and  their  piggyback  operations.  The 
growth  will  come  but  it  won't  just 
drop  off^  the  tree  like  a  ripe  plum." 

Why,  when  the  vacation  business 
is  booming,  does  American  still  di- 
rect its  advertising  at  the  "profes- 
sional traveller"?  "We  always  felt 
that  if  we  got  the  professional,  the 
nonprofessional  would  fly  with  us 
also;  just  like  seeing  a  movie  star 
driving  your  car." 

In  the  past,  there  has  always 
been  the  question:  Would  C.R. 
Smith  really  let  another  man  run 
the  airline  that  he  built?  "I  am  not 
responsible  to  C.R.  Smith,"  Spater 
declared,  "but  to  the  board  of  di- 
rectors. Of  course  I  will  always  dis- 
cuss things  with  him." 


Help  for  the  Dollar 


It's  coming  from  the  darndest  places:  Hong  Kong,  Germany,  Switzerland — even  France. 
For  Europeans  may  currently  doubt  the  dollar,  but  they  love  American  stocks  and  bonds. 


It  may  not  please  General  de 
Gaulle,  but  French  investors  con- 
tributed SI 00  million  or  so  last  year 
to  help  the  U.S.  balance  of  payments. 
They  did  so  by  buying  U.S.  corporate 
securities  faster  than  they  sold  them. 

The  chart  on  this  page  tells  an  in- 
teresting story.  While  the  dollar  was 
under  siege  and  foreign  nations  drew 
SI. 2  billion  out  of  U.S.  gold  stocks, 
Europeans,  mostly  private  investors, 
put  $1.2  billion  in  net  new  money  into 
U.S.  stocks  and  bonds.  Since  they  had 
to  buy  dollars  to  do  so,  they  thus 
helped  the  U.S.  balance  of  payments. 
About  $750  million  of  this  actually 
contributed  to  the  U.S.  balance  of  pay- 
ments (the  rest  was  in  Euro-dollars). 

According  to  figures  kept  by  the 
Federal  Reserve  Board,  1967  was  the 
biggest  year  ever  for  net  foreign  buy- 
ing of  U.S.  corporate  securities.  The 
figure  would,  in  fact,  have  been  $500 
million  higher  but  for  the  sale  of  $500 
million  in  corporate  bonds  by  the  hard- 
pressed  British  Treasury.  "We've  never 
seen  foreigners  buy  our  securities  at 
this  rate  before,"  says  a  Federal  Re- 
serve Board  official. 

Task  Force.  There  was  a  rising 
market  and  considerable  speculative 
excitement,  of  course,  last  year,  and 
this  accelerated  European  buying.  But 
there  have  been  more  rapidly  rising 
markets  before  and  Europeans  have 
never  reacted  this  strongly. 

One  factor  in  the  trend  goes  back 
to  a  mission  in  1964  led  by  Henry  H. 
Fowler,  then  a  private  citizen,  now 
Secretary  of  the  Treasury.  The  Fowler 
Task  Force,  as  it  was  called,  was  as- 
signed to  look  into  ways  of  easing  our 
balance-of-payments  deficit.  As  a  re- 
•sult  of  this  group's  recommendations 
the  U.S.  instituted  a  system  of  "vol- 
untary restraints"  for  U.S.  companies 
doing  business  overseas.  But  at  the 
same  time  the  Treasury  sent  Congress 
a  bill  to  give  foreigners  some  real  tax 
breaks  if  they  invested  in  U.S.  securi- 
ties. In  the  Foreign  Investors  Tax  Act, 
passed  late  in  1966.  estate  tax  exemp- 
tions were  increased  from  $2,000  to 
$30,000.  and  treaties  were  authorized 
to  reduce  total  income  tax  payments 
on  our  securities. 

The  Fowler  Task  Force  evolved  into 
a  private  organization  called  the 
Council  of  the  United  States  Invest- 
ment Community,  Inc.  Of  course,  it 
wouldn't  do  to  have  the  new  Secretary 
of  the  Treasury  officially  touting  U.S. 


securities  to  foreigners.  But  in  a 
year,  with  Treasury  officials  helping 
behind  the  scenes,  securities  commu- 
nity leaders — among  them,  Thomas 
H.  Lenagh  (treasurer.  The  Ford  Foun- 
dation), Leon  T.  Kendall  (president- 
elect, .Association  of  Stock  Exchange 
Firms),  Stephen  S.  Halsey  (vice  presi- 
dent, American  Express  Co.)  and 
Howard  M.  Tucker — teamed  up  to  in- 
vite 70  of  Europe's  top  portfolio 
managers  to  look  into  investment 
possibilities  here. 

It  was  estimated  that  these  70  men 
already  were  sitting  on  some  $70  bil- 
lion worth  of  U.S.  securities  held 
by  their  clients.  "We  figured  if  we 
could  raise  that  by  just  five  percent," 
says  one  Treasury  official,  "that  $3.5 
billion  would  practically  wipe  away 
our  balance-of-payments  deficit." 

Howard  M.  Tucker,  a  member  of 
the  Washington  brokerage  firm  of 
Mackall  &  Coe  and  an  official  of  the 
Investment  Community  Council,  says: 
"We  noticed  increased  buying  of  stocks 
right  away.  By  the  end  of  November 
we  noticed  that  1 1  of  the  16  companies 
they  visited  showed  new  highs  for  the 
year."  The  companies  they  visited 
were  Comsat,  Texas  Instruments, 
LTV,  Kodak,  Xerox,  IBM,  Textron, 


Lockheed,  Litton,  Ethyl,  ITT,  Ameri- 
can Research  &  Development,  TRW. 
RCA,  GE  and  American  Express. 

The  Gap.  Of  course,  the  seeds  sown 
by  this  unofficial  group  fell  on  fertile 
ground.  The  fact  that  many  Euro- 
pean countries  were  accumulating  dol- 
lars encouraged  their  governments  to 
be  liberal  with  private  investors  wish- 
ing to  invest  in  the  U.S.  Moreover. 
shrewd  Europeans  could  see  with  their 
own  eyes  how  American  firms  in  Eu- 
rope were  doing  relatively  better  than 
local  firms:  This  made  U.S.  companies 
more  attractive  as  investments. 

Another  factor  was  the  so-called 
technology  and  managerial  gap.  Says 
one  American  broker,  "They  know 
our  companies  are  ahead  of  most  of 
theirs  in  management  and  in  tech- 
nology. One  way  to  bridge  the  gap  is 
to  buy  into  American  companies." 

Not  all  the  buying  is  from  Europe. 
Says  one  Merrill  Lynch  executive: 
"There's  a  big  bunch  of  orders  for  our 
stocks  coming  from  Hong  Kong.  We 
know  the  Indians,  Malaysians  and 
Australians   are   buying." 

The  surge  in  buying  of  American 
stocks  has  made  up  for  a  disappoint- 
ment over  sluggishness  of  direct  Eu- 
ropean investment  in  the  U.S.  econ- 
omy through  their  own  businesses. 
Partly  this  is  because  of  severe  set- 
backs like  that  .suffered  by  Italy's 
Olivetti  when  it  invaded  the  U.S.  office 
machinery  market  in  the  Fifties.  As 
the  chart  shows,  European  net  direct 
investment,  never  large  in  recent  years, 
grew  only  modestly  last  year. 

Sour  on  Utilities.  What  kind  of 
stocks  are  the  Europeans  and  others 
interested  in?  "They  like  some  of  the 
basic  ones  like  aluminum,  copper,  oil. 
They  love  IBM  and  some  of  the  high- 
technology  stocks,"  says  the  Merrill 
Lynch  executive.  Even  though  some 
of  these  are  quite  small  compa- 
nies, the  Europeans  are  snapping  up 
their  stocks  for  "high  growth  possibil- 
ities," says  Tucker.  Conversely,  they 
don't  like  utilities  or  traditional  blue 
chips.  They're  not  buying  most  mu- 
tual funds  (although  aggressively  sold 
funds,  like  Dreyfus,  are  being  gobbled 
up  by  Germans). 

Besides  the  buying  on  exchanges 
here,  American  companies  are  actively 
pushing  sales  of  their  securities  abroad. 
The  restrictions  on  U.S.  companies 
spending  dollars  abroad  drove  them  to 
float  some  $400  million  of  convertible 
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debentures  in  Euro-dollars  last  year. 

On  top  of  this,  outfits  like  U.S. 
Trust  Co.  had  formed  their  own  fund 
to  sell  abroad.  U.S.  Trust  Investment 
Fund,  started  last  year,  sold  $30  mil- 
lion worth  of  shares  abroad.  First 
National  City  and  The  Bank  of  New 
York  are  both  selling  funds   abroad. 

Cazenove  and  Co.,  one  of  London's 
biggest  brokers,  is  opening  offices  in 
this  country  and  has  purchased  a  seat 
on  the  Pacific  Coast  Exchange  (the 
New  York  Stock  Exchange  has  re- 
strictions against  foreigners).  Two 
other  London  brokers  are  following 
suit.  Meanwhile,  American  brokerage 
houses  like  Merrill  Lynch  are  expand- 
ing rapidly  abroad. 

Foreign?  Who  owns  all  this  stock? 
Nobody  knows  for  sure.  But  on  the 
record,  Switzerland  is  far  and  away 
the  biggest  holder,  with  $26  billion,  or 
nearly  40%,  of  the  $70-billion  total. 
Much  of  this,  of  course,  is  owned  by 
foreigners  who  keep  their  securities  in 
Swiss  vaults.  After  Switzerland,  the 
U.K.  is  second,  with  $15  billion,  Hol- 
land third,  with  $5  billion. 

What  would  happen  if,  as  they  have 
some  times  in  the  past,  foreigners 
started  selling  heavily?  The  result 
could  be  serious,  not  only  for  the  U.S. 
securities  markets  but  for  the  balance 
of  payments  as  well. 

Some  members  of  the  U.S.  invest- 
ment community,  like  George  J.  Nel- 
son, head  of  Nelson  Fund,  warn  "this 
foreign  buying  may  be  a  flash  in  the 
pan  .  .  .  they  were  buying  on  a  rising 
market.  The  market  is  weak  now;  let's 
see  how  long  the  Europeans  stay." 
European  investors,  however,  don't 
seem  to  be  as  much  concerned  about 
short-term  ups  and  downs  of  our 
market.  What  does  bother  them,  ac- 
cording to  one  British  portfolio  man- 
ager, "is  the  ever-tightening  regulatory 
aspects  of  your  industry  and  the  in- 
creasing institutional  dominance  of 
your  market  by  mutual  funds,  pension 
funds  and  the  like."  There  is  another 
problem:  If  the  U.S.  interest  equali- 
zation tax  remains  in  effect  for  long, 
foreign  countries  might  retaliate  by 
clamping  down  on  purchases  of  U.S. 
securities  by  their  own  nationals. 

But  perhaps  the  last  word  comes 
from  European-born  Yura  Arkus- 
Duntov,  president  of  California's 
Equity  Funding  Corp's.  Equity  Growth 
Fund  of  America,  Inc.  "Foreigners 
must  continue  to  increase  their  pur- 
chase of  our  securities.  What  can  they 
do  with  their  money?  Buy  gold?  That 
doesn't  work  for  any  length  of  time. 
So  they  buy  our  securities.  It's  a 
hedge  against  devaluations.  It's  where 
the  action  is."  In  fact.  Treasury  offi- 
cials talk  hopefully  of  net  foreign  pur- 
chases of  U.S.  securities  rising  to  $2 
billion  this  year.  ■ 
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The  US/ Greatest  Realtor 

Scratch  a  railroad  ar)d  underneafh  you'll  frequent/y  find  a 
big  real-estate  company.  Scratch  the  new  Penn  Central  and 
you'll  find  the  biggest  private  real-estate  firm  in  the  world. 


The  Pennsylvania  New  York  Central 
Transportation  Co.,  born  last  month 
out  of  the  merger  of  the  New  York 
Central  and  Pennsylvania  railroads,  is 
much  more  than  the  biggest  U.S.  rail- 
road. It  is  also  probably  the  world's 
biggest  private  real-estate  company 
and  may  well  one  day  become  one  of 
the  U.S.'  biggest  conglomerates. 

Some  experts  estimate  that  the  Penn 
Central's  realty  holdings  are  exceeded 
in  size  and  richness  only  by  those  of 
the  Roman  Catholic  Church.  Both 
railroads  own  huge  amounts  of  down- 
town acreage  in  major  towns  and 
cities  which  they  serve — realty  acquired 
generations  ago  and  carried  on  the 
books  at  a  fraction  of  its  present 
value.  Some  of  this,  like  the  Central's 
29  acres  in  Manhattan's  teeming  mid- 
town,  is  already  developed.  Other 
holdings  are  relatively  undeveloped. 

In  addition,  the  Pennsy  in  recent 
years  has  purchased  three  of  the  most 
enterprising  real-estate  companies  in 
the  U.S.:  Macco  Realty  in  California; 
Great  Southwest  Corp.  (80%  owned) 
in  Texas;  and  Arvida  Corp.  (59% 
owned)  in  Florida.  These  three  com- 
panies have  combined  assets  of  about 
$300  million.  But,  says  Penn  Central 
Director  Howard  Butcher  III,  "These 
are  only  a  wart  on  the  pickle  compared 
with  the  rest  of  our  realty  holdings." 

How  much  is  the  whole  package  of 
nonrailroad  real  estate  worth?  A  figure 
of  $1  billion  ($43  a  Penn  Central 
share)  would  almost  certainly  be  too 
low.  How  high  could  the  figure  go? 
No  one  will  really  know  until  more 
development  takes  place. 

Real  estate  has,  of  course,  been  a 
natural  sideline  for  both  companies. 
Unlike  most  of  their  transportation 
competitors,  railroads  operate  on  their 
own  rights-of-way  out  of  their  own 
freight  and  passenger  terminals,  and 
this  has  meant  properties  to  be  main- 
tained and  taxes  paid.  Hence  real- 
estate  management  long  ago  became 
an  essential  part  of  running  a  railroad. 

But  with  the  rise  of  competing 
forms  of  transport  after  the  war,  Penn- 
sylvania and  New  York  Central  found 
themselves  cutting  back  their  passen- 
ger operations  in  particular,  and  prop- 
erties that  had  once  been  essential  to 
operations  emerged  as  white  elephants. 
Pressed  for  cash  to  support  their  then- 
ailing  rail  operations,  both  roads 
sought  to  turn  unneeded  stations  and 
other  assets  into  earnings. 


What  had  been  a  liability  became  a 
profitable  asset.  Last  year  the  two 
roads  had  combined  net  income  of 
$71 .3  million;  real  estate  accounted  for 
probably  $50  million  of  this. 

What  began,  however,  as  an  at- 
tempt to  eliminate  unneeded  and  un- 
productive passenger  facilities  has 
grown  considerably  more  sophisticated. 
Both  the  Pennsy  and  the  Central 
have,  for  example,  become  very  active 
in  industrial  development  schemes, 
wherein  the  road  buys  and  develops 
trackside  property  for  industrial  use. 
This  activity,  however,  is  geared  to 
cornermg  potential  shippers  for  the 
railroad  rather  than  profit  for  the  real- 
estate  business.  "We  wouldn't  be  in 
industrial  development  at  all  if  it 
weren't  for  the  shipping  business," 
says  Edward  E.  Kinzel,  the  Pennsyl- 
vania's general  manager  of  real  estate. 

But  industrial  development  is  the 
exception  rather  than  the  rule.  The 
Penn  Central  is  in  the  real-estate  busi- 
ness to  make  money — so  much  so 
that  five  years  ago  the  Pennsylvania 
began  branching  out  by  buying  realty 
companies.  Since  then  it  has  spent 
about  $80  million  to  gain  control  of 
three  companies.  "It  was  a  sensible  di- 
rection in  which  to  diversify,"  says 
Penn  Central  Vice  President  William 
R.  Gerstnecker.  "We  had  some  sound 
real-estate  experience  and  wanted 
something  with  less  volatile  earnings 
than  the  railroad." 

Texas,  California  and  Florida  were 
chosen  because,  given  the  expansion 
of  those  states,  the  return  would  be 
quicker.  "We  wanted  that  cash  flow 
right  away,"  says  Gerstnecker. 

Each  of  the  realty  companies  has  a 
substantially  different  character,  pro- 
viding a  safeguard  against  slowdowns 
in  segments  of  the  economy.  Great 
Southwest,  the  smallest,  with  real- 
estate  assets  of  about  $25  million,  spe- 
cializes mainly  in  the  development  of 
industrial  parks.  Its  biggest  properties 
are  three  parks  in  the  Dallas-Ft.  Worth 
area  with  a  total  of  6,715  acres. 
Typically.  Great  Southwest  picks  an 
undeveloped  area,  then  improves  it  to 
attract  industry,  including  within  the 
site  shopping  facilities  and  recreation 
areas  like  golf  courses  or  amusement 
parks.  This  strategy  has  been  so  profit- 
able in  Texas  that  last  year  Great 
Southwest  completed  similar  projects 
in  Atlanta,  Ga. 

By  contrast,  Macco  Realty,  with  $47 
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million  worth  of  rental  properties,  has 
specialized  in  residential  property. 
Macco  buys  land,  constructs  commu- 
nity facilities,  then  sells  the  homes. 

Arv^da,  the  largest  of  the  three,  with 
real-estate  assets  of  about  S61  million, 
is  also  the  most  varied.  Arvida  has  in- 
vestments in  residential,  commercial 
and  industrial  properties.  One  of  Ar- 
vida's  most  successful  activities  has 
been  the  construction  of  high-rise 
condominium  apartments  around  Boca 
Raton.  Eventually  it  plans  to  build 
similar  structures  on  both  coasts  of 
Florida.  All  three  companies  are  self- 
financing,  and  thus  put  no  strain  on 
parent-company  finances. 

Penn  Central's  pride  and  joy  is  the 
29  acres  that  the  line  owns  in  mid- 
town  .Manhattan  around  and  includ- 
ing Grand  Central  Station.  When  Don- 
ald MacDonald.  a  New  York  City 
realtor,  appraised  it  in  1966  for  the 
New  Haven,  he  set  the  value  of  the 
area  at  $227  million,  excluding  the 
terminal  itself.  Some  think  the  area  is 
worth  half  a  billion  dollars. 

The  merged  company  also  owns: 

•  One  30-acre  and  one  40-acre 
freight  yard  on  the  west  side  of  Man- 
hattan, ripe  for  development,  and  pos- 
sibly worth  a  total  of  $?i5  million. 

•  Sunnyside  Freight  Yards  on  Long 
Island,  only  five  minutes  from  Man- 
hattan, with  200  acres  of  air  rights, 
worth  at  least  probably  $40  million. 

•  Over  80  acres  of  air  rights  in 
Philadelphia  near  the  30th  Street  Sta- 
tion, worth,  according  to  some  local 
realtors,  $70  million. 

•  Nearly  150  acres  in  Pittsburgh 
now  being  developed,  worth  maybe  $20 
million. 

In  addition,  there  are  similar  down- 
town properties  in  smaller  cities  served 
by  the  two  roads.  The  merger  will 
open  up  more  of  these  areas  for  de- 
velopment. Says  Kinzel:  "As  we  com- 
bine operations,  it  will  free  a  number 
for  us  to  lease  or  sell." 

It  will,  of  course,  take  time  for  some 
of  these  areas  to  start  producing  rev- 
enue. The  air  rights  over  the  two 
freight  yards  in  Manhattan  and 
around  the  30th  Street  Station  in  Phil- 
adelphia have  yet  to  find  buyers.  But 
it  is  virtually  certain  that  developers 
will  come  along,  and  when  they  do, 
the  railroad  will  make  a  smart  profit. 
Fifteen  years  ago,  when  development 
started  on  the  Penn  Center  in  down- 
town Philadelphia,  realtors  estimate 
that  the  Pennsy  was  carrying  the  prop- 
erty on  its  books  for  about  $5  million. 
They  estimate  that  the  road  invested 
$13  million  in  development  before  sell- 
ing the  air  rights  for  $34  million. 

Naturally,  not  all  the  Penn  Central's 
railroad  property  is  located  in  high- 
rent  areas.  At  the  moment  it  would 
be  hard  to  find  anyone  interested  in  de- 


7  op  men  at  the  Penn  Central:  Chairman  Saunders  and  President  Perlman 


veloping  the  area  around  the  New 
York  Central's  Buffalo  station.  But 
15  years  ago  the  prospects  for  Penn- 
sylvania's New  York  City  station 
looked  just  as  dismal.  "We  couldn't 
have  given  it  away,"  says  Gerstnecker. 
Today  a  29-story  office  building  and  a 
20,000-seat  sports  entertainment  cen- 
ter rise  over  the  station. 

Penn  Central  will  get  first  of  all  a 
25%  interest  in  the  new  Madison 
Square  Garden  center,  plus  a  55% 
interest  in  the  office  building,  as  well  as 
other  income  estimated  at  $3  million. 
At  the  same  time  the  Central  is  contin- 
uing to  develop  its  Grand  Central  Ter- 
minal holdings,  only  last  month  having 
signed  a  contract  to  build  an  office 
building  over  the  waiting  room  that, 
when  completed,  will  get  about  $3.5 
million  for  air  rights. 

Generally,  both  roads  have  favored 
leasing  or  retaining  an  interest  in 
their  properties  rather  than  selling 
them  outright.  This  gives  them  a  stable 
source  of  nontransportation  revenues, 
as  well  as  influence  over  the  develop- 
ment of  an  area.  "We  are  about  the 
only  large  owners  of  undeveloped  land 
in  the  center  of  big  cities,"  says  Gerst- 
necker*. "Naturally  we  want  to  see  it 
properly  developed."  The  merger  is 
likely  to  accelerate  this  kind  of  in-city 
development.  "We  can  afford  a  really 
expert  real-estate  group,"  says  Director 
Butcher.  "The  merger  takes  the  lid  off. 
Now  we  can  really  move." 


Butcher  makes  it  clear  that  real 
estate  will  not  be  the  only  direction  in 
which  the  Penn  Central  may  move.  So 
does  Stuart  T.  Saunders,  chairman  and 
chief  executive  of  the  Penn  Central, 
and  Alfred  E.  Perlman,  its  president. 
"We  are  actively  looking  at  a  number 
of  nonrailroad  investments,"  says  Saun- 
ders. The  Pennsylvania  already  owns 
Buckeye  Pipe  Line  Company  and  the 
New  York  Central  recently  purchased 
the  Strick  Corp.,  a  manufacturer  of 
aluminum  trailers  and  containers  in 
1966.  But  the  new  road  will  have  plenty 
of  cash  to  enable  it  to  diversify  further. 
It  will  take  in  roughly  $250  million 
from  the  ICC-ordered  sales  of  Norfolk 
&  Western  stock.  Because  of  tax  cred- 
its, the  line  will  not  have  to  pay  federal 
income  taxes  for  the  next  few  years. 
And  this  does  not  take  into  account  the 
increased  borrowing  power  that  should 
result  from  rising  earnings  and  expand- 
ing operations. 

All  this  is  not  to  suggest  that  Penn 
Central  plans  to  take  its  vast  railroad 
properties  for  granted.  It  has  big  plans 
for  them  too.  But  the  day  of  the  one- 
product  company  seems  to  be  over  in 
almost  every  business,  and  railroads 
are  unlikely  to  be  an  exception.  The 
court  decision  that  cleared  the  tracks 
for  this  long-awaited  merger  seems  to 
have  cleared  the  way  as  well  for  turn- 
ing this  $6-billion  (assets)  corpora- 
tion into  one  of  the  nation's  great 
diversified  enterprises.  ■ 


The  new  Madison  Square  Garden  sits  atop  the  Pennsy's  New  York  station 


FORBES.  FEBRUARY  15.  1968 


23 


Hote/s-at-Sea 


The  passenger  ship  isn't  dead.  It  has  simply  become  a  floating 
hotel  for  the  cruise  trade,  a  $400milUon-a-year  and  fast-growing 
business.  The  new  travel  taxes,  if  they  come,  are  unlikely  to  hurt  it. 


Even  the  Russians  are  doing  it  now. 
And  why  not?  They,  too,  like  to  sit 
in  the  sun  and  stare  at  the  ocean,  have 
stewards  wait  on  them  hand  and  foot, 
visit  exotic  ports,  listen  to  calypso  mu- 
sic, shop  for  bargains,  shoot  craps  and 
play  roulette.  Communists  or  not, 
they,  too,  enjoy  the  life  of  a  Sybarite 
at  sea;  and  a  surprising  number  can 
now  afford  it — scientists,  engineers, 
ballerinas,  factory  managers. 

So  the  Russians  are  developing  a 
cruise-ship  business,  and  not  merely 
for   Russians   alone.   They   are   going 


by  U.S.  immigration  authorities.  In 
the  season  the  boom  started,  the  sea- 
son ended  June  30,  1959,  143,561 
passengers  sailed  aboard  cruise  ships 
from  U.S.  ports — 135,682  Americans, 
7,879  foreigners.  In  the  season  ended 
June  30,  1967,  the  figure  was  363,879 
including  339,476  Americans  and 
24,403  foreigners.  That's  an  increase 
of  more  than  150%  in  less  than  a 
decade.  This  year's  guesstimate:  more 
than  400,000. 

The    Administration's    proposal    to 
levy  a  tax  on  tourists  should  not  seri- 


According  to  Donald  I.  Knowles, 
chairman  of  the  Trans-Atlantic  Pas- 
s'enger  Steamship  Conference,  the  av- 
erage passenger  on  a  cruise  ship  pays 
■■$60-plus  a  day  for  his  cabin."  As- 
suming the  average  cruise  runs  for 
15  days,  this  means  that  cruise  ships 
departing  from  U.S.  ports  alone  took 
in  approximately  $400  million  during 
the  last  season.  Given  the  rate  of 
growth  in  the  business  since  1959,  this 
year  the  figure  should  hit  $450  mil- 
lion, a  nice  piece  of  business  for 
passenger   shipping,   an   industry   that 


into  competition  with  the  U.S.  ship- 
ping lines  and  with  the  rest  of  the 
sea-going  world  for  what  is  easily  the 
most  lucrative  part  of  the  business: 
the  U.S.  and  Canadian  markets.  They 
now  have  a  brand-new  ship  built  es- 
pecially for  cruising,  the  Alexandr 
Pushkin,  which  offers  sunlit  days  and 
starlit  nights  afloat  in  the  Caribbean. 
She'll  be  sailing  from  Montreal  this 
summer  for  Bermuda  loaded  mostly 
with  French  Canadians. 

The  Russians  have  gone  into  the 
cruise-ship  business  for  a  perfectly 
good  capitalistic  reason,  for  the  same 
reason  the  Americans  have  gone  into 
the  business  and  the  Dutch,  the  En- 
glish, the  Mexicans,  the  Swedes,  the 
Norwegians,  the  Germans,  the  Ital- 
ians, the  Spaniards,  the  French:  It's 
booming.  The  only  hard-and-fast  fig- 
ures available  are  those  on  cruises 
originating  in  U.S.  ports,  as  compikii 


ously  affect  the  boom,  for  under  the 
proposal,  ports  in  the  Western  Hemis- 
phere, which  includes  the  heavily 
saturated  Caribbean,  will  remain  ex- 
empt from  the  tax.  Moreover,  tax- 
free  ports  can  always  be  substituted 
for  taxable  ports,  although  this  would 
narrow  the  area  of  competition.  There 
are  even  those  who  believe  the  tax  will 
help  the  cruise  business  by  luring  vaca- 
tioners from  Europe  to  the  Western 
Hemisphere.  They  also  point  out  that 
the  tax  would  discriminate  in  favor  of 
cruise  ships.  All  airplane  tickets  to  for- 
eign countries  would  be  subject  to  a 
permanent  5%  tax,  but  only  sea  travel 
outside  the  Western  Hemisphere  would 
be  taxed — and  temporarily  at  that. 

How  much  this  means  in  terms  of 
revenue  for  the  shipping  companies 
running  cruises  from  U.S.  ports  can 
only  be  estimated.  Still,  it's  possible 
to  make  a  fairly  reasonable  estimate. 


was  supposed  to  be  dying. 

Although  the  figure  itself  is  not  in- 
significant, it  doesn't  represent  the  full 
extent  of  the  cruise-ship  business.  For, 
while  the  American  market  is  the  big- 
gest of  all.  it's  not  the  entire  market, 
not  by  a  couple  of  hundred  million 
dollars  or  more.  Scores  of  cruises  orig- 
inate in  countries  all  over  the  world. 
Many  Americans  sail  on  them,  too. 
They  will  fly,  say,  to  Rome,  make  a 
tour  of  Italy,  then  sail  on  a  cruise  of 
the  Mediterranean  from  Naples. 

Not  Ships  but  Resorts 

The  cruise  boom  is  completely  revo- 
lutionizing the  passenger-ship  busi- 
ness. "It's  no  longer  primarily  a  trans- 
portation business,"  says  O.  John 
Weber,  vice  president  in  charge  of 
passenger  traffic  for  American  Export 
Isbrandtsen.  "It  has  become  a  resort 
business.  Our  ships  have  become  float- 
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ing  reson  hotels." 

What  he  means  is  this:  In  years 
past,  people  took  a  ship  to  get  some- 
place. They  boarded  the  Queen  Mary 
or  the  He  de  France  or  the  Beren- 
garia  in  New  York,  sailed  to  South- 
ampton or  Cherbourg  to  vacation  in 
England  or  France  or  Italy,  then 
boarded  another  ship  to  return  to  New 
York.  Some  people  still  use  ships  as 
a  means  of  going  somewhere  to  vaca- 
tion, but  cruises  are  not  designed  for 
them.  The  cruise  is.  itself,  a  vacation. 
The  ship  is  a  hotel  that  wanders 
around  the  Caribbean  or  the  Medi- 
terranean or  down  the  coast  of  South 
America  and  finally  returns  to  what- 
ever port  it  started  from.  It  stops  at 
ports  along  the  way  and  people  go 
ashore  to  sightsee  or  nightclub,  shop, 
play  golf  or  gamble,  but  they  do  not 
check  into  a  hotel.  The  ship  is  their 
hotel.  And  it's  run  just  like  a  luxury 
resort  hotel,  often  under  the  super- 
vision of  a  professional  hotel  man- 
ager. Like  a  resort  hotel — and  unlike 
a  regular  passenger  liner — it's  all  one 
class.  As  Weber  says:  "The  only  dif- 
ference in  how  much  you  pay  is  where 
you  sleep." 

According  to  figures  compiled  by 
Weber,  "More  than  80%  of  the  pas- 
sengers booked  on  ocean-going  vessels 
at  U.S.  ports  are  cruise  passengers, 
who  take  these  ocean  trips  for  the 
purpose  of  vacation  and  relaxation. 
rather  than  merely  for  transportation 
from  one  place  to  another." 

Weber  says  that  his  own  company. 
American  Export  Fsbrandtsen,  now 
gets  "more  than  .'^0%"  of  its  passen- 
ger revenues  from  cruises.  Joseph  L. 
Granquist,  traffic  manager  of  the  Nor- 
wegian America  Line,  says:  "We 
wouldn't  care  to  mention  what  per  cent 
comes  from  cruising.  ...  It  would 
be  over  50% ...  .  Say  well  over  50% ." 
Vice  President  J.  Edward  Meyer  Jr. 
says  the  Grace  Line  gets  "90%  of  its 
passenger  revenues  from  cruising — at 
least  90%  ." 

Fred  Sidon,  manager  in  charge  of 
sales  promotion  for  the  French  Line 
offers  these  statistics  to  show  how  de- 
pendence on  the  cruise  business  is 
growing:  The  5.5.  France  made  its 
first  voyage  in  1962.  That  year,  cruises 
accounted  for  3%  of  its  total  passen- 
ger revenues;  the  following  year, 
15%;  by  1966  the  figure  was  28%. 

The  cruise  boom  started  at  the  most 
fortuitous  time  imaginable  for  the 
shipping  companies — just  when  com- 
petition from  the  jets  began  destroying 
the  concept  of  leisurely  transportation 
by  the  advantage  of  speed.  In  1948, 
760,000  passengers  crossed  the  At^ 
lantic,  and  three  in  every  five  went  by 
ship.  In  1952,  the  airlines  introduced 
tourist  class,  and  the  figures  began  to 
reverse     themselves.     Reflecting     the 


Escape  From  Winter.  The  win- 
ter months  are  the  biggest  cruise 
months.  The  charts  show  how 
cruising  in  winter  has  increased. 
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Transatlantic  liners  used  as  cruise  ships 
from  Christmas  to  Easter.  Does  not  in- 
clude ships  devoted  exclusively  to  cruises. 


boom  in  tourism,  in  1960,  2.4  million 
passengers  went  to  Europe,  but  only 
one  in  every  four  went  by  ship.  Came 
the  jets,  and  the  air-sea  ratio  started 
soaring — from  3-to-2  to  3-to-l  to  6- 
to-1   last  year. 

At  this  point,  as  Pierre  Signo- 
rat,  traflfic  manager  of  the  French 
Line,  puts  it,  "Cruising  saved  the  pas- 
senger-ship industry." 

Although  the  cruise  boom  started 
only  a  few  years  ago,  cruising  is  not 
a  new  thing.  It  goes  back  to  well  be- 


fore World  War  II.  The  man  gen- 
erally credited  with  originating  the 
idea  is  the  late  Elliot  Liman  of  the 
Holland-America  Line.  Even  before 
the  jets,  transatlantic  passenger  traflfic 
was  relatively  light  in  winter  because 
of  the  weather.  Ocean  liners  sat  in 
port,  eating  up  overhead. 

Liman  got  the  idea  of  sending  the 
Holland-America  liners  on  Caribbean 
cruises  during  the  winter  months.  "The 
cruises  weren't  supposed  to  make 
money,"  says  Weber,  "but  simply  to 
carry  the  overhead." 

In  the  Nick  of  Time 

Fortunately  for  the  shipping  lines, 
which  might  otherwise  have  been 
ruined  by  the  jets,  the  present  eco- 
nomic boom  started  just  as  they  were 
coming  in.  More  and  more  people 
became  able  to  aflford  the  cost  of 
luxury  vacations. 

For  the  shipping  companies,  an- 
other fortunate  development  took 
place.  As  flying  to  London,  Paris  and 
Rome  became  a  commonplace,  peo- 
ple developed  a  yen  for  out-of-the- 
way  places,  like  the  Greek  islands  and 
the  smaller  islands  of  the  Caribbean, 
where  there  are  no  jet  ports.  Even  if 
they  do  not  have  docking  facilities  for 
cruise  ships,  the  ships  can  always  put 
the  passengers  ashore  by  tender. 

Increasingly,  therefore,  ships  are 
being  diverted  from  transatlantic  runs 
to  cruising.  Says  Patrick  Kirkpatrick, 
assistant  traffic  manager  of  the  Nor- 
wegian America  Line:  "Three  years 
ago,  we  had  22  transatlantic  runs.  We 
now  have  only  eight.  We're  taking 
ships  more  and  more  into  cruises." 

In  addition,  ships  are  being  built 
especially  for  cruising.  Among  them: 
the  Swedish  American  Line's  Kungs- 
holm,  Cunard's  Queen  Elizabeth  II. 
and  Home  Lines'  Oceanic. 

At  first,  cruise  ships  sailed  only  in 
the  winter  months,  but  now  cruising 
has  become  a  year-round  business: 
People  who  cruise  the  Caribbean  in 
wintertime  visit  the  Norwegian  fjords 
in  the  summer.  A  small  but  increas- 
ing number  even  are  taking  Caribbean 
cruises  in  the  summer,  because,  says 
Signorat,  "the  rates  are  lower  and  it's 
no  hotter  in  Martinique  or  Barbados 
in  July  than  in  New  York  City."  (His 
own  line  does  not  run  Caribbean 
cruises  in  the  summer,  but  he  thinks 
it's  a  matter  worth  looking  into.) 

Sad  to  say,  U.S.  businessmen  have 
been  slow  to  cash  in  on  this  boom. 
American-flag  ships  are  far  down  the 
list  of  those  profiting  from  cruising. 
According  to  U.S.  Department  of 
Commerce  figures,  the  U.S.  share  of 
the  market  in  1966  was  only  13% 
(up  from  12%  in  1959).  This  is  a 
particularly  miserable  showing,  be- 
cause 90%   of  the  cruises  from  U.S. 


FORBES,  FEBRUARY  15,  1968 


25 


ports  are  to  Caribbean  ports  and  the 
Caribbean  presumably  is  "an  Ameri- 
can lake."  This  represents,  needless 
to  say,  an  unnecessary  drain  on  the 
U.S.  balance  of  payments. 

Are  the  Laws  Responsible? 

The  U.S.  shipping  lines  offer  a 
number  of  reasons  for  this.  Among 
other  things,  they  claim  that  foreign 
ships  don"t  have  to  carry  the  same 
tax  burden  as  U.S.  ships,  because  they 
don't  have  to  pay  U.S.  taxes  on  the 
profits  they  make  sailing  from  U.S. 
ports.  This,  says  J.  Edward  Meyer  Jr., 
vice  president  of  the  Grace  Line,  gives 
them  a  $60  to  $70  tax  advantage  for 
each  passenger  carried  on  a  one-week 
cruise  to  Caribbean  ports. 

The  U.S.  shipping  lines  do  not  cite 
high  building  costs  and  high  wages 
as  a  disadvantage,  because  they  are 
compensated  for  them:  The  Govern- 
ment pays  up  to  55%  of  the  cost  dif- 
ferential of  building  a  ship  in  a  U.S. 
yard  and  up  to  75%  of  the  wages  of 
a  crew  aboard  a  ship  flying  the  U.S. 
flag.  However,  they  say  the  subsidy 
law  restricts  them  in  competing  with 
foreign-flag  ships,  because,  in  return 
for  the  subsidy,  they  are  required  to 
ply  specified  trade  routes  for  two- 
thirds  of  the  year.  They  are  permitted 
to  sail  as  cruise  ships  for  only  120 
days.  Most  foreign-flag  lines  are  not 
hampered  by  such  a  restriction.  They 
can  pour  almost  as  many  ships  into 
East  Coast,  Gulf  and  West  Coast  har- 
bors as  they  wish  during  the  height 
of  the  cruise-ship  season,  pull  them 
out  and  send  them  elsewhere  as  the 
season  tapers  off. 

Last  year  the  House  passed  a  bill 
to  permit  American-flag  ships  to  op- 
erate as  cruise  ships  for  two-thirds 
of  the  year.  It's  now  before  the  Sen- 
ate Commerce  Committee.  Arguing 
for  it,  Weber  says:  "The  great  pre- 
dominance of  the  passenger  business 
today  is  the  cruise  business.  .  .  .  Op- 
erators of  passenger  ships  must  have 
ihc  unfettered  ability  to  operate  their 
c's  in  .  .  .  the  areas  where  the 
greatest  chance  of  profit  appears." 

The  complaints  against  the  subsidy 
law  do  appear  well  founded.  It  does 
force  the  U.S.  lines  to  ply  unprofitable 
routes  that  probably  will  become  stag- 
geringly unprofitable  once  the  great 
cargo  jets  start  flying.  However,  it's 
questionable  if  the  U.S.  shipping  lines 
have  done  as  well  as  they  should  have, 
even  with  the  restrictions  forced  on 
them.  Actually,  looked  at  from  the 
outside,  the  whole  shipping  industry 
seems  to  have  done  a  mediocre  job 
of  selling  cruises.  It  has  been  content 
simply  to  ride  the  crest  of  a  boom 
it  never  made. 

Every  shipping  executive  compares 
the    cruise    business    with    the    resort 
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business,  and  the  comparison  is  apt. 
Yet,  no  shipping  company  has  at- 
tempted to  attract  passengers  by  of- 
fering headline  entertainment,  as  the 
resort  hotels  do.  Says  Signorat:  "There 
have  been  some  rumblings  in  the  in- 
dustry, talk  about  whether  a  line  would 
do  better  than  its  competitors  by  hav- 
ing Sammy  Davis  Jr.  instead  of  Joe 
Anonymous.  So  far  the  industry  has 
done  ver\'  well  with  Joe  Anonymous." 
Again,  the  resorts  have  made  a 
great  thing  of  conventions.  Las  Vegas 
has  become  a  great  convention  town. 
So  has  Miami  Beach.  Cruise  ships 
are  ideal  for  conventions,  for  they 
make  the  delegates  a  captive  audience. 
The  delegates  can't  disappear  into  the 
gambling  casinos  or  on  the  golf 
courses.  The  last  Governors'  Confer- 
ence was  held  aboard  the  S.S.  In- 
dependence, and  one  Washington 
correspondent  who  covered  it  re- 
marked later:  "I've  never  seen  the 
governors  work  so  hard.  They  couldn't 
escape  it,  because  whenever  they  were 


needed,  it  was  a  cinch  to  find  them." 
Some  lines  have  been  trying — and  with 
a  good  deal  of  success — to  drum  up 
OJnvention  business,  but  not  the  ma- 
jority: The  market  is  almost  untapped. 
Again,  the  lines  have  been  lax  in 
exploiting  the  possibilities  of  Carib- 
bean cruises  in  the  summer.  The  Mi- 
ami Beach  hotels,  too,  once  considered 
the  summer  months  the  doldrums. 
They  have  since  learned  how  to  make 
thenr.busy  months.  Why  can't  the 
shipping  lines? 

The  Great  Youth  Market 

Most  important  of  all,  the  shipping 
lines  have  left  almost  untouched  the 
fastest-growing  market  in  the  U.S.: 
youth.  The  overwhelming  majority  of 
those  who  take  cruises  today  are  mid- 
dle-aged-to-elderly people.  Jack  Train- 
er, manager  of  passenger  services  in 
New  York  for  Canadian  Pacific  Indus- 
tries, says:  "The  cruising  business  usu- 
ally involves  people  in  their  forties, 
fifties  and  sixties.  If  there  are  people 
in  their  twenties,  they're  usually  with 
their  parents."  This  is  the  experience 
of  every  company  in  the  cruise  busi- 
ness (see  p.  31).  Why?  People  in  their 
twenties  and  thirties  take  vacations 
too,  and  many  resort  hotels  are  jump- 
ing with  them.  Why  can't  the  shipping 
lines  attract  them? 

The  very  first  attempt  to  attract 
youth  is  now  being  made.  Not  sur- 
prisingly, considering  the  backward- 
ness of  the  lines  in  marketing,  the  idea 
came  from  outside  the  industry,  from 
Diners/ Fugazy  Sales  Corp..  a  subsid- 
iary of  the  Diners  Club.  Diners/ 
Fugazy  has  made  a  deal  with  Ameri- 
can Export  Isbrandtsen,  under  which 
two  of  the  company's  passenger  ships, 
the  Constitution  and  the  Independence, 
will  be  converted  into  one-class  ships 
that  will  cruise  under  the  European 
plan.  Fares  will  range  from  $98  to 
$405  for  a  seven-day  Caribbean 
cruise,  as  compared  with  $240  to  $450 
now,  with  20%  to  22%  of  the  accom- 
modations going  for  $98.  However, 
the  fares  will  not  cover  meals.  There 
will  be  four  restaurants  aboard,  rang- 
ing from  a  de  luxe  restaurant  to  a 
coffee  shop.  The  passenger  will  sign 
for  his  meals  and  pay  when  he  leaves 
the  ship.  The  entertainment  will  be 
geared  to  youth.  Each  ship,  for  ex- 
ample, will  have  a  discotheque. 

The  Diners/ Fugazy  plan  may  not 
work,  but  at  least  it's  a  try  at  exploit- 
ing a  market  which  everyone  knows 
exists,  but  which  no  one  has  done 
anything  about  until  now. 

There  are.  in  Signorat's  words, 
"some  rumblings  in  the  industry."  The 
shipping  lines,  at  least  some  of  them, 
have  begun  to  realize  there  is  a  great 
potential  in  the  cruise  business.  The 
question  is:   Who  will  move  first?   ■ 
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Graffiti  never  dies. 
It  just  washes  off. 
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Every  year,  about  one  million 
people  come  to  admire  and 
gawk  at  the  Statue  of  Liberty. 
A  considerable  number  of  the 
visitors  let  off  literary  steam 
by  writing  on  the  interior  walls 
of  this  famous  monument. 

Scribble  they  may,  but  en- 
dure they  won't.  About  20 
years  ago,  the  canny  National 
Park  people  learned  about  a 
lipstick-proof  enamel  made  by 
Koppers.  This  finish  is  so  hard 
and  smooth  that  graffiti  can  be 
washed  off  easily.  They've 
been  painting  the  inside  of 


/  —       /? 


The  Lady  with  it  ever  since. 

Koppers  is  not  really  in  the 
paint  business.  Our  specialty 
is  heavy-duty  protective  coat- 
ings for  severe  corrosion, 
abrasion,  and  weathering  en- 
vironments. Koppers  coatings 
are  widely  used  to  protect 
bridges,  tunnels,  dam  and  lock 
gates,  chemical  plant  equip- 
ment, salt  mine  processing 
machinery.  We're  the  nation's 
largest  supplier  of  swimming 
pool  paints,  pavement  sealer 
to  protect  parking  lots  and 
driveways,  coatings  for  pipe- 


lines that  must  be  buried  in 
acid  earth. 

Some  of  our  coatings  are 
black  and  so  thick  you  can  cut 
them  with  a  knife.  Others  are 
sticky  greases.  Still  others 
come  in  shimmering  white  and 
colors  that  wouldn't  look  bad 
on  an  expensive  car— but  will 
withstand  300°  temperatures 
and  sulfuric  acid  spray. 

To  sum  it  up:  if  you  need 
paint,  call  a  paint  company.  If 
you  need  protection,  call 
Koppers.  Koppers  Company, 
Inc.,  Pittsburgh,  Pa.  15219. 


Chemicals  and  Coatings  •  Plastics  •  Architectural  and  Construction  Materials  •  Engineered  Products  •  Environmental  Systems  •  Engineering  and  Construction 


Everyone 
has  to  start 
somewhere* 


When  Lear  Siegler,  Inc.,  began  13  years  ago,  we  had  one  plant  and  one 
product  line  —  heaters.  That^s  quite  a  contrast  to  the  products  we  sell  today  — 
ranging  from  highly  sophisticated  systems  and  complex  products  like 
airborne  computers,  navigation  platforms,  automatic  flight  controls  and 
communication  systems  down  to  our  mundane  little  red  heater. 

Annual  sales  have  increased,  too,  in  those  13  years,  from  $6.5  million  to 
more  than  $402  million  with  employee  family  growth  from  250  to  23,000. 
That  original  plant  in  Centralia,  Illinois,  has  become  96  facilities  in  27 
states  and  16  foreign  countries. 

Today  we  operate  in  six  major  market  areas— avionics,  fabricated 
products  (including  automotive),  commercial  electronics,  climate  control, 
power  equipment,  and  systems  and  services. 

But  no  matter  where  our  technological  research  advances  take  us,  we 
still  like  our  little  red  stove.  We  started  out  making  people 
warm ;  we  believe  it's  important  to  keep  doing  so. 

Lear  Siegler  Inc.,  Executive  Office,  Santa  Monica,  California^ 


What's  so  improbable 
about  Alcoa  breathing 
new  life  into  thousands 
of  tired,  old  bridges? 


Nothing!  Alcoa  has  helped  develop  a 
remarkable  new  kind  of  bridge  deck 
that's  ready  for  traffic  the  moment  it's 
bolted  down.  Of  unique  design  (called- 
orthotropic),  it  offers  a  polyester 
resin  road  surface  that's  factory- 
bonded  to  the  strong  al^uminum  deck. 
Result:  weight  and  cost  slashed  in 
half;  and,  longer  life  for  many  an 
old  span. 

Highways  and  traffic  movement  have 
long  been  a  concern  to  Alcoa.  We 


developed  life-saving  lighting  stan- 
dards and  overhead  structures.  And 
now  we  have  a  median  rail  system  that 
cushions  impacts,  then  redirects  cars 
to  a  safe  stopping  place. 
Why  do  improbable  ideas  come  true  at 
Alcoa?  Because  when  it  comes  '^ 
to  new  uses  for  aluminum  in  any  ^~ 
industry,  we  begin  by  believing,  and 
finish  by  proving,  through  total 
involvement. 


Change  for  the  better  with 
Alcoa  °  Aluminum 


A  my  OF  LIFE 

In  the  movies,  the  passengers 
aboard  a  cruise  ship  seem  equally 
divided  between  beautiful  young 
women  and  handsome  young  men, 
between  rich  middle-aged  widows 
and  predatory  middle-aged  men. 
Forgive  Hollywood  its  fantasies, 
but  the  overwhelming  majority  of 
passengers  aboard  the  ^'..S.  Con- 
stitution on  a  recent  Caribbean 
cruise  were  middle-aged  business- 
men traveling  with  their  wives, 
whose  principal  topic  of  conversa- 
tion was  their  children  and  their 
grandchildren,  and  who  couldn't 
wait  for  the  ship  to  post  the  latest 
stock-market  prices. 

Says  Gleason  (Gig)  Marquise, 
chief  purser  of  the  Constitution, 
who  talks  with  the  experience  of 
30  years  at  sea:  "That's  typical  for 
a  Caribbean  cruise  in  January  or 
February.  They're  the  only  people 
who  can  get  away.  During  the 
Christmas  season,  when  school  is 
out.  you'll  find  a  great  many  col- 
lege students  and  even  small  chil- 
dren traveling  with  their  parents. 
And.  on  the  next  cruise  we're  tak- 
ing, you'll  find  the  opposite  extreme. 
The  average  age  will   be  61,   62." 

The  Constitution  is  going  on  a 
67-day  cruise  to  Africa,  the  Medi- 
terranean, the  Middle  East,  the 
Adriatic,  the  Black  .Sea  and  the 
Greek  islands.  Fares  range  from 
$1,745  to  $13,400.  An  inside  room 
on  the  sun  deck  costs  $6,900  for 
two  people.  According  to  O.  John 
Weber,  vice  president  in  charge 
of  passengers,  the  cruise  had  been 


sold    out    for    six    months. 

"The  people  aboard  will  be  most- 
ly retired,"  says  Gig  Marquise. 
"And  they'll  be  really  wealthy.  The 
biggest  number  will  come  from 
California;  the  second  biggest,  from 
Florida.  That's  because  those  are 
states  people  retire  to." 

This  pretty  much  delineates  the 
market  on  which  the  cruise  ships 
have  concentrated:  the  successful 
middle-aged  and  the  retired.  Not 
only  have  they  ignored  youth  but 
some  shipping  men  believe  they're 
actually  driving  youth  away.  Says 
Dietrich  Neuhold,  representative  of 
the  March  Shipping  Co.  of  Canada: 
"Nowadays  a  young  person  goes 
aboard  a  ship  and  she  says:  'Oh, 
my  God!  Everyone  is  over  65! 
Vyhat  am  I  doing  here?'  " 

What's  for  Lunch?  Passengers 
aboard  a  cruise  ship,  like  guests  at 
a  resort  hotel,  consider  food  a  mat- 
ter of  transcendent  importance.  The 
ships  are  prepared  for  this.  A  pas- 
senger can  eat  right  around  the 
clock,  for  it's  possible  to  order  food 
in  one's  cabin  at  any  time  of  day 
or  night.  And,  if  a  dish  isn't  on  the 
menu,  the  galley  usually  will  pre- 
pare  it. 

Except  when  breakfast,  boullion, 
lunch,  afternoon  tea,  dinner  or  a 
midnight  buffet  is  being  served,  the 
ships  have  something  doing  every 
minute.  A  typical  day  will  start  with 
an  exercise  class  and  with  golf  les- 
sons given  by  a  pro.  After  that:  a 
bridge  tournament,  a  quiz  show,  a 
ping-pong  tournament,  an  illus- 
trated lecture  on  how  to  shop  and 
what  to  shop  for  in  the  next  port 
the   ship   is   coming   to,   a   camera 


clinic  conducted  by  the  ship's  pho- 
tographer, a  tea  dance,  bingo,  a 
first-run  movie,  a  "spectacular  gala 
revue."  Then  dancing. 

No  one  has  to  participate  in  any 
of  these  activities.  They  are  simply 
there.  Says  Ann  Dickson,  social  di- 
rectress of  the  Constitution:  "Pas- 
sengers aboard  a  cruise  ship  want 
to  see  action  around  them.  Even  if 
they  don't  participate  in  any  of  the 
activities."  Says  Pierre  Signorat, 
traffic  manager  of  the  French  Line: 
"You  have  to  offer  multiple  choices, 
many-faceted  activities.  We  had  a 
yoga  instructor  on  a  recent  cruise. 
It  went  over  very  well." 

For  many  passengers,  cruising  is 
almost  a  way  of  life.  They  take  four 
or  five  cruises  a  year,  spend  three 
or  four  months  at  .sea.  Occasionally 
they  will  stay  aboard  a  ship  for  two 
cruises  in  a  row.  "We've  had 
wealthy  Americans  stay  on  for 
three  straight  cruises,"  says  Herbert 
Brooks,  public  relations  represen- 
tative of  the  Canadian  Pacific. 

"I'm  Jack."  Cruisers  are  gregari- 
ous. Everybody  first-names  every- 
body else.  The  officers  first-name 
the  passengers  and  the  passengers 
first-name  the  officers  (except  the 
captain).  "Most  people  come  on  a 
cruise  to  meet  other  people,"  says 
Miss  Dickson. 

How  does  managing  a  cruise 
ship  differ  from  managing  a  resort 
hotel  on  land?  Tom  Chevoor,  man- 
ager on  the  Constitution,  was  in 
the  hotel  business  until  as  recently 
as  last  December.  He  says:  "At  a 
hotel,  you  can  ask  an  unpleasant 
guest  to  leave.  What  can  you  do 
here?  Throw  him  overboard?" 


Turbotruck.  International  Harvester's  experimental  tur- 
bine-powered Turbostar,  shown  here  climbing  a  moun- 
tain  grade   in   Arizona,    is   the  forerunner   of  IH   tur- 


bine-powered trucks  that  are  expected  to  go  on  sale 
in  the  early  1970s.  It  is  one  of  the  company's  main 
hopes  for  keeping  its  sales  leadership  in  heavy  trucks. 


Trucks 


In  spite  of  big  pushes  by  General  Motors  and  Ford,  heavy  truckmak- 
ing  remains  a  five-way  race,  with  International  Harvester  still  out  front. 


Long  gone  are  the  "independents"  of 
the  automobile  business  such  as 
Graham-Paige,  Hudson,  Paci^ard  and 
Durant.  Now  it's  the  Big  Three,  with 
American  Motors  holding  precariously 
on  the  fringes.  But  the  heavy-truck 
business  is  a  different  ball  game.  It  has 
not  three  major  players  but  five,  with 
Chrysler,  one  of  autodom's  Big  Three, 
as  a  marginal  sixth.  The  table  below 
gives  the  score.  Last  year  the  truck- 
makers  in  order  of  unit  sales  were:  In- 
ternational Harvester,  White  Motor, 
Ford,  Mack  and  General  Motors  (two 
divisions:  GMC  and  Chevrolet). 

A  heavy  truck  is  one  whose  combined 
vehicle  and  payload  weigh  over  26,000 
pounds  (White  and  Mack  both  have 
virtually  abandoned  the  light-heavy- 
weight field— 19,501  to  26,000  pounds 
— to  the  mass  produced  models  of 
bigger  makers).  In  1967,  about  100,- 
000  heavy  trucks  were  sold,  worth  at 
least  $1   billion  retail.   And  firmly  in 


first  place,  as  it  has  been  for  years 
with  hardly  more  than  a  fractional 
shift  in  market  share,  was  Internation- 
al Harvester.  The  big  automakers  have 
been  trying,  however,  to  improve  their 
positions,  and  not  without  success.  The 
big  gainer  has  been  Ford.  In  spite  of 
a  brutal  strike  last  autumn.  Ford  made 
a  substantial  gain  last  year,  passing 
both  Mack  and  General  Motors.  And 
while  the  GMC  division  has  only  held 
level  in  market  share,  GM's  overall 
share  has  improved  in  recent  years 
with  Chevrolet's  successful  push  into 
the  field.  Chrysler's  Dodge  truck  op- 
eration, meanwhile,  concentrates  on 
light  trucks,  such  as  pickups.  The 
losers  in  market  shares  in  recent  years 
have  been  White  and  Mack. 

Will  the  big  automakers  eventually 
take  over  in  heavy  trucks?  GMC  and 
Ford  are  pushing  hard — both  often 
outbid  the  other  truckmakers  last  year 
for  trade-ins.  But  the  situation  is  dif- 


ferent from  that  in  the  auto  business. 
For  one  thing,  heavy  trucks  have  so 
many  options  that  to  a  considerable 
degree  each  sale  is  a  custom  job;  mass 
production  hasn't  the  same  advantage 
as  in  automobiles;  and  there  are  no  ex- 
pensive annual  styling  changes  to  crip- 
ple the  smaller  manufacturer. 

Nor  are  the  independents  exactly 
lightweights.  All  of  them  are  now  big 
and  heavily  diversified:  White  is  a 
$770-million-a-year  company  diversi- 
fied into  farm  machinery  and  industrial 
equipment;  International  Harvester  is  a 
global  giant;  Mack  Trucks  now  is  part 
of  the  $  I -billion-assets  Signal  Oil  & 
Gas  Co.,  which  will  get  even  bigger 
if  the  proposed  merger  into  Occident- 
al Petroleum  goes  through.  Signifi- 
cantly, Mack  and  White  haven't  lost 
much  ground  in  the  past  three  years. 
Heavy  iruckmaking  is  probably  going 
to  remain  a  five-way  race  for  a  long 
time.  ■ 


SHIFTING 

MARKET 

SHARES 

Percentage 

of  U.S.  registrations  of  new  trucks 

with  gross 

vehicle  weights  of  26,001  pounds 

or  more. 

Year 

International         White* 

Ford 

Mackt 

GMC  and 
Chevrolet 

GMC 

Chevrolet 

Bthers" 

1959 

28.4%               25.2% 

8.4% 

21.4% 

10.3% 

10.3% 

0.0% 

6.3% 

1963 

29.9                  21.8 

12.3 

16.9 

11.5 

10.1 

1.4 

7.6 

1966 

29.2                  21.2 

12.3 

14.9 

13.4 

8.5 

4.9 

9.0 

1967tt 

28.4                .  20.2 

14.4 

14.3 

14.2 

10.3 

3.9 

8.5 

'Includes  Autocar 

Frelghtliner  and  Diamond  Reo. 

llncludes  Brockway. 

••Dodge,  FWD, 

Kenworth,  Peterbilt, 

Hendrlckson, 

Oshkosh,  etc.    ttEl 

even  months. 
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GREEN  CARD 

CUTS 

RED1APE 


IT  PUTS   CAR   RENTAL  EXPENSES  IN  THEIR   PLACE.  ONE   PLACE. 

With  a  National  Central  Billing 
account  you  get  one  bill  each  month 
broken  down  by  office,  division, 
project  or  individual— whatever 
your  needs. .  .just  like  Air  Travel. 

Your  company  qualifies  for  the 
maximum  commercial  discount  it's 
entitled  to. 

Your  men  get  GM  cars  or  other  fine 
makes  at  1219  locations  across 
the  country. 

Send  us  the  coupon  today.  Find  out 
more  about  the  convenience 
and  savings  of  a  National  Central 
Billing  account. 


NATIONAL 

CAR  RENTALS 


O  "CR    1967 


In  Canada  and  throughout  the  world,  its  TILOENinterN  ATION  AL 


%vhere  the  customer  is  olways  No.1 

Mail  to:  Donald  Williams 

National  Car  Rental,  Inc. 
5000  Normandale  Road 
Minneapolis,  Minn.  55436 

Get  information  to  me  about  a  National 
Central  Billing  account. 

Name 

Company 

Title 

Address 

City 


-State- 


-Zip- 
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Billion 


120.0 

J 

109.8 

^ 

/ 

106.1 

/ 

1^ 

97.9 

/ 

f 

87  5 

1 

/ 

/ 

76.7 

J 

( 

67.3 

1 

/ 

/ 

58.7 

51.2 

44.7 
38.8( 

/ 

/ 

/ 

'57    '58    '59    '60    '61    '62    '63    '64   '65    '66  '67 
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Because  over  the  years  Savings  and  Loans 
have  paid  higher  returns  on  savings 
than  any  other  type  of  financial  institution. 

Let  your  savings  earn  where  the 
earnings  are  best— in  your  nearby 
Savings  and  Loan  Association. 

Where  you  save  does  make  a  difference? 

Savings  and  Loan  Association 

Members  Federa;  5avirgs  and  Loan  Insurance  Corporation 

P196e.  T^e  Savings  a-0  Loan  Foundation.  Inc..  1111  "E"  Street,  N.W..  Washington.  D   C   :o; 


Back  to  the  Old  Mill  Stream 

Since  taking  Marathon  Oil  abroad,  President  Jannes  C.  Donnell  11 
apparently  has  decided  that  the  Midwest  has  charms  all  its  own. 


When  Ohio  Oil  Co.  changed  its  name 
to  Marathon  Oil  in  1962.  President 
James  C.  Donnell  II  told  stockholders 
that  the  new  handle  "leaves  no  intima- 
tion of  geographical  limitation."  In  cor- 
porate headquarters  at  little  Findlay. 
Ohio  (population  35,000),  Marathon 
executives  liked  to  say  that  Marathon 
was  moving  into  its  international 
phase.  After  75  years  of  solely  North 
American  production,  the  company 
had  struck  it  rich  in  Libya  and 
launched  itself  into  the  promising  Eu- 
ropean market. 

In  five  years  Marathon's  sales  have 
jumped  691^.  mainly  because  of  the 
Libyan  find,  and  by  now  the  company 
should  have  settled  comfortably  into 
the  role  of  international  marketer.  In- 
stead, Donnell  now  speaks  as  if  Mara- 
thon never  really  left  the  banks  of  the 
Findlay  rivulet,  which  a  half-century 
ago  inspired  a  lyrical  Findlayite  to 
compose  a  song  named  "Down  by  the 
Old  Mill  Stream."  Says  Donnell  now: 
"Marathon  is  basically  a  domestic 
company.  We  did  a  lot  of  talking  a 
couple  of  years  ago.  It  gave  a  mistaken 
impression." 

Sales,  Not  Profits.  Donnell  takes 
pains  to  correct  this  impression  be- 
cause Marathons  international  oper- 
ations have  made  a  much  smaller 
splash  in  profits  than  in  sales.  Only 
about  10%  of  earnings  comes  from 
the  Libyan  crude  and  its  European 
outlets,  though  Libya  accounts  for 
about  two-thirds  of  Marathon's  crude 
production.  "I'm  not  willing  to  admit 
that  we  made  a  mistake  to  go  into 
Libya."  says  Donnell.  "But  it  hasn't 
been  as  profitable  as  we  hoped.  Now 
we  think  the  profit  opportunities  are 
better  at  home." 

Marathon's  principal  strength  is 
still  its  low-cost  domestic  wells.  The 
company  has  managed  to  maintain 
one  of  the  best  operating  profit  mar- 
gins in  the  business  and.  despite  its 
problems  in  Europe,  a  highly  respect- 
able (for  a  domestic  oil  company) 
13%  return  on  equity.  Inspired  by  a 
major  oil  find  in  Cook's  Inlet  in  Alaska 
and  rumors  of  a  stock  split,  Mara- 
thon's stock  skyrocketed  last  year  from 
57 '/2  to  the  middle  80s  before  the 
split  in  late  December.  Earnings  in 
1967  were  $2.52  per  new  share,  com- 
pared with  $2.35  (adjusted)  for  1966.' 

Now  Donnell  is  leaving  the  Euro- 
pean operations  on  a  plateau.  Mara- 
thon is  a  partner  in  two  partially 
owned  refineries  in   Europe,   is  com- 


J.C.  Donnell  H's  father  and 
^ratulfalher  were  also  Mara- 
thon presidents.  When  Don- 
nell look  over  in  1948  he 
siaricd  Moral  hon'soverseasex- 
ptoration.  Bui  the  results  have 
been     disappointing    so     far. 


pleting  a  new,  fully  owned  plant 
in  Burghausen,  W.  Germany,  and 
maintains  a  1,100  station  marketing 
outlet  in  Italy.  "We  haven't  decided 
how  far  we're  going  in  Europe,"  Don- 
nell says.  But  he  hints  that  Marathon 
isn't  so  deeply  committed  that  it 
couldn't  withdraw  at  least  from  its 
European   filling-station  chain,   which 


pumps  a  rather  modest  23,000  barrels 
per  day. 

Why  retreat  now?  For  one  thing, 
because  Marathon  still  is  small 
among  the  international  marketers. 
The  first  requirement  for  successful 
marketing  in  Europe,  Donnell  is  fond 
of  saying,  is  having  plenty  of  money 
to  start  with.  And  this  is  especially 
true  at  a  time  when  Europe  has  been 
experiencing  the  same  type  of  com- 
petitive blood-letting  that  was  common 
in  the  U.S.  in  the  early  Sixties. 

Is  Marathon  too  small  to  compete 
on  a  big  scale  in  Europe?  Donnell  will 
only  comment,  "That's  a  problem." 
But  Marathon's  capital  budget  suggests 
that's  what  Marathon  decided.  The 
only  major  expenditure  now  planned 
in  Europe  is  finishing  the  Burghausen 
plant.  (The  company  still  sells  almost 
twice  as  much  crude  on  the  open  mar- 
ket in  Europe  as  it  runs  through  its 
partly   owned   refineries   there.) 

Striking  a  Balance.  On  the  other 
hand,  in  the  U.S.  Marathon  has 
launched  an  ambitious  ($100  million 
in  the  first  three  years)  ten-year  pro- 
gram to  upgrade  its  refineries  and 
bring  Marathon  into  domestic  balance. 
Since  1962,  when  Marathon  bought 
Plymouth  Oil  Co.,  it  has  been  a  deficit 
refiner.  The  combination  of  Alas- 
kan oil  and  upgraded  operations  should 
put  Marathon  domestically  into  the 
balanced  position  it  seeks. 

Donnell  plans  no  geographical 
expansion  of  the  chain,  but  rather  aims 
to  blanket  the  six  states — Ohio,  Michi- 
gan, Illinois,  Indiana,  Kentucky  and 
Wisconsin — with  the  Big  M.  "This  is 
where  we  got  started,"  says  Donnell. 
"It  takes  a  lot  of  resources  just  to  keep 
up  with  this  area." 

Which  sounds  almost  provincial,  of 
course.  But  should  the  situation  ever 
revert  to  the  point  where  midwestern 
prices  were  poorer  and  overseas  pro- 
duction highly  profitable  again — as 
could  very  easily  happen  some  day — 
Marathon  has  the  comforting  cushion 
of  well  over  200,000  barrels  of 
daily  output  from  those  Libyan 
wells.    ■ 
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We're  helping 

feed  300,000  new 
mouths  a  month 


Every  three  months  close  to  one 
million  new  Americans  arrive  on 
the  scene.  This  vital  statistic, 
coupled  with  increasing  longev- 
ity, is  creating  a  challenge  for  the 
nation's  agriculturists  — the  chal- 
lenge of  satisfying  the  appetite  of 
more  than  200  million  people. 

With  only  6.5%  of  our  popula- 
tion at  work  on  the  land,  and  more 
and  more  laborers  leaving  the 
farm,  the  resourcefulness  of  men 
who  grow  food  is  put  to  the  test. 
But  fortunately,  science  and 
mechanization  have  enabled  the 
American  farmer  to  increase  land 
productivity  many  times  over. 

Supplying  equipment  and 
chemicals  to  help  agriculturists 


produce  more  food  for  a  growing 
population  is  a  major  commit- 
ment of  FMC  Corporation.  In  fact, 
there  is  hardly  any  facet  of  agri- 
culture that  is  not  served  by  our 
products.  These  include  seeds, 
pumps  and  irrigation  systems, 
pesticides,  sprayers  and  dusters 
—.even  compact  tractors  and  till- 
age equipment  to  work  the  soil. 

And  where  stoop  laborers  once 
toiled,  a  reliable  corps  of  specially 
engineered  FMC  machines  gather 
tomatoes,  sweet  corn,  potatoes, 
peas,  beans  and  other  crops, 
faster  than  human  hands  ever  did. 

But  our  participation  in  food 
production  doesn't  stop  here. 
Every  day,  a  major  amount  of  the 


canned,  frozen  and  fresh-packed 
food  consumed  in  the  world  is 
processed  with  FMC  equipment. 
To  learn  more  about  how  we 
put  ideas  to  work,  write  for  a  copy 
of  "Dimensions,"  FMC  Corpora- 
tion, Executive  Offices,  San  Jose, 
California  95106. 


PRINCIPAL  PRODUCTS:  AVI  SCO  textile  fibers:  tire 

cord:  packaging  lilms:  industrial  strappings  D 
BOLENS  power  gardening  i  maintenance  equip- 
ment D  CHICAGO  waste  treatment  systems  a 
CHIKSAN,  OCT,  WECO  oil  industry  equipment 
a  FMC  defense  materiel  a  FMC  harvesting,  food 
processing,  packing  equipment  D  FMC  industrial 
i  specialty  chemicals  O  FMC  packaging  machinery 
a  GUNDERSON  railcars:  marine  vessels  O  JOHN 
BEAN  agricultural  equipment:  automotive  <J  air- 
craft service  equipment:  fire  fighters  a  LINK-BELT 
power  transmission  i  materials  handling  equip- 
ment a  LINK-BELT  SPEEDER  power  shovels  <t 
cranes  n  NIAGARA  agricultural  chemicals  <S  SRS 
seeds  a  PEERLESS,  COFFIN  pumps  a  SIDE- 
WINDER tilthers  a  STEARNS  magnetic  clutches 
i  brakes  a  SYNTRON  electromagnetic  <S  electronic 
equipment. 


FMCC  CORPOR/LTZOM- 


CORPOHtTION 


Putting  ideas  to  work  in  MactiineryCtiemicals  Defense  Fibers  &  Films 


New  Wine 


Chicago  Bridge  &  Iron  took  its  old  skills  into 
several  new  areas.  And  look  what  happened. 


As  Chicago  Bridge  &  Iron  Co.  en- 
tered the  Dncertain  Sixties,  this  much 
at  least  was  sure  about  the  company: 
Ii  built  a  mighty  fine  water  tower.  In- 
deed, that  was  the  main  trouble  with 
the  company — it  had  been  building 
little  else  beside  water  towers  (and 
similar  tanks  for  the  oil  industry)  ever 
since  before  World  War  I.  when  it 
got  out  of  the  original  business  that 
had  given  the  company  its  name.  And 
the  way  the  company  went  at  it.  the 
big-tower-and-tank  business  was  hard- 
ly a  growth  operation. 

CB&I  was  clearly  losing  ground  as 
the  late  Fifties  became  the  early  Six- 
ties. With  revenues  continuing  to 
hover  around  the  $100-million  mark, 
earnings  headed  sharply  downward — 
from  the  $5  to  $6.50  per  share  of  1957 
and  1958,  for  example,  to  a  deficit, 
the  second  in  the  company's  history,  in 


Metal  Monsters.  Chicago  Bridge  &  Iron  builds  a  lot  of  things,  but  all 
have  in  common  their  great  size.  Above,  a  Hortonsphere  that  CB&I  de- 
signed for  an  Argentine  oil  company;  below,  a  quintet  of  1 .8-million- 
gallon  tanks  used  for  storing  beet  juice  by  Holly  Sugar  in  California. 
Bottom,     a    200,000-gaUon     water    tank — CB&I's     original     specialty. 


1962.  Nor  did  the  situation  seem  fa- 
vorable for  a  reversal.  Management 
of  the  company,  dominated  by  the 
Horton  family  who  founded  it  in  1889, 
was  getting  on  in  years,  and  the  com- 
pany's R&D  activity  was  both  inad- 
equate and  haphazard. 

New  Blood.  In  fact,  in  the  very  year 
that  CB&I  suffered  its  loss  it  was  al- 
ready beginning  to  lurn  around.  The 
most  important  corporate  event  of  that 
year  was  the  accession  of  a  new  presi- 
dent— Harry  J.  Clarke,  a  -veteran  of 
40  years  with  the  company.  Clarke 
promptly  set  about  providing  himself 
with  needed  new  resources  in  men, 
money  and  markets.  For  example,  the 
appointment  of  six  new  division  heads 
brought  the  average  :ige  of  top  man- 
agement down  from  58  to  46.  As  for 
money,  Clarke  had  only  lo  husband 
the  company's  resources   "   '  \!irig  its 


38 


long-standing  pledge  to  stockholders 
to  buy  up  any  shares  that  were  of- 
fered to  it:  "It  was  like  a  dog  swal- 
lowing his  own  tail,"  he  says. 

In  its  search  for  new  markets.  CB&I 
had,  one  great  advantage.  It  was  an  ' 
early  pioneer  of  on-site  construction. 
With  the  accelerating  trend  in  indus- 
try teward  larger  and  larger  equip- 
ment, it  was  becoming  ever  harder 
to  build  such  equipment  in  a  shop 
a"nd  then  transport  it  to  the  site:  on- 
site  construction  enabled  plant  de- 
signers to  ignore  shipping  restrictions 
on  size  and  weight.  "Practically  all 
our  work  is  now  done  in  the  field," 
says  Clarke. 

In  the  process,  the  company  broad- 
ened its  definition  of  itself:  "We  don't 
simply  make  water  towers."  says 
Clarke,  "we  design  and  construct  wa- 
ter systems.  We  are  in  the  business  of 
storage  of  energy  products."  While 
CB&I  has  kept  and  expanded  its 
"bread  and  butter  business" — relative- 
ly uncomplicated  water-  and  oil-stor- 
age vessels — it  is  now  deep  in  such 
fields  as  aerospace,  where,  among 
other  things,  it  builds  space  simulation 
chambers;  nuclear  power,  where  it 
started  with  reactor  containment  ves- 
sels; water  pollution,  where  it  builds 
whole  purification  systems:  and  cryo- 
genics, where  CB&I  is  a  pioneer  in 
equipment  for  the  storage  and  hand- 
ling of  liquefied  natural  gas. 

Better  Tomorrow.  "All  the  areas  we 
expanded  into  were  in  good  demand 
at  the  time,  are  in  much  greater  de- 
mand today  and  will  be  in  enormous 
demand  tomorrow,"  says  Clarke.  In 
1960  the  nuclear  power  industry  pro- 
vided less  than  1  %  of  CB&I's  rev- 
enues, and  that  was  mainly  for  nuclear 
containment  vessels.  "In  1966,"  re- 
ports Clarke,  "our  nuclear  business 
was  pushing  10%,  and  it  will  definite- 
ly expand.  And  as  the  business  of 
energy  storage  has  become  more  com- 
plicated, we've  had  to  expand  into  the 
systems  end  of  the  business.  Now  we 
are  constructing  not  only  the  contain- 
ment vessels  but  the  reactors  them- 
selves." 

CB&I  usually  gets  its  business 
through  competitive  bids  on  big  con- 
tracts. "I'd  guess  80%  of  our  busi- 
ness is  on  20%  of  our  contracts," 
says  Clarke.  "We  have  always  pre- 
ferred to  gamble  on  fixed-price  bids. 
Sometimes  we  are  bitten,  but  you  can 
usually  predict  costs  fairly  accurately. 
Cost-plus  tends  to  increase  the  prob- 
lem of  doing  the  job  economically 
and  efficiently." 

Nor  is  this  all  pie  in  the  sky.  Over 
the  past  four  years,  earnings  have  more 
than  doubled,  and  1967's  estimated 
earnings  of  $6.25  approaches  the  all- 
time  high  of  $6.57  set  in  1958.  ■ 
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As  I  See  It 


"Many  professional  money  managers 

have  similar  information  and  similar  motivation, 

and  they  look  over  each  other's  shoulders." 


An  Interview  with  Manuel  F.  Colien 


Part  policeman,  part  judge,  part  lobbyist,  part  lawyer,  Securities  &  Ex- 
change Commission  Chairman  Manuel  F.  Cohen  has  one  of  the  most 
ticklish  jobs  in  American  Government.  Everyone  agrees  that  it's  a  won- 
derful thing  to  have  a  regulatory  agency  supervise  the  securities 
markets.  It's  when  specific  action  is  required  that  the  SEC  becomes  a 
heartless  monster,  and  the  kind  of  market  action  depicted  in  the  chart 
on  page  45  could  result  in  the  need  for  a  lot  of  specific  action.  That's 
why  Manny  Cohen  is  hoping  that  some  of  the  current  speculation  cools 
off.  Like  any  good  cop,  he'd  rather  have  his  uniform  and  badge  deter 
crime  than  put  handcuffs  on  people. 


Obviously,  there's  a  great  wave  of 
speculation  going  on  today  [see  chart 
p.  45].  Do  you  feel  we're  approach- 
ing a  danger  point? 

Cohen:  Well,  look  ut  the  new-issue 
market.  It's  fast  approaching  the  rate 
of  1961-62.  Some  people  think  the 
quality  now  might  be  a  shade  better 
than  it  was  then,  but  I've  seen  some 
pretty  bad  ones  coming  through.  Once 
again,  you're  getting  the  glamorous 
names  that  get  to  be  hot.  In  the  last 
six  months  of  1967,  there  were  379 
new  issues,  up  150%  from  the  same 
period  a  year  before.  Of  51  issues  that 
came  out  between  July  and  Octo- 
ber, the  average  issue  price  was  $11. 
The  average  price  on  the  first  day  of 
trading  was  Si 5.  The  average  price 
on  January  12th  was  $20.  That's  an 
83%  gain,  and  no  corporate  develop- 
ments can  justify  that.  These  new  is- 
sues come  out  when  companies  and 
their  underwriters  think  they  can  sell 
them,  that  is,  in  a  speculative  market. 
And  they  feed  on  themselves.  A  guy 
sees  one  new  issue  going  up,  he  wants 
'to  be  in  on  the  next  one. 

Is  it  only  in  new  issues? 

Cohen:  Some  old  issues  are  going 
wild.  The  American  Stock  Exchange 
traded  67  million  shares  in  January 
of  last  year.  This  year  it  traded  161 
million  shares,  a  new  record.  And  that 
is  counting  eight  shortened  trading 
days.  The  average  price  of  the  Amex 
shares  was  $25.  But  that's  average.  In 
the  first  week  of  January,  19%  of  the 
volume  was  in  stocks  under  $5  a  share, 
and  27%  was  in  stocks  selling  be- 
tween $5  and  $10  a  share.  That's  46% 
of  total  volume  in  stocks  under  $10. 
While  all  this  is  going  on,  some  people 


are  bragging  about  their  stocks  going 
up.  But  they  are  trading  against  pro- 
fessionals. 

By  that  you  mean  the  little  guy 
buys  because  the  big-name  money 
manager  is  buying,  hut  nobody  tells 
him   when  the  big  name  is  selling? 

Cohen:  Yes.  And  also,  people  hear 
about  the  professionals  making  big 
killings  in  some  of  these  stocks  and 
they  get  the  speculative  itch  too. 

/  was  surprised  by  what  you  said 
about  the  professionals  dealing  in 
Amex  stocks.  I  thought  they  stuck 
pretty  much  to  Big  Board  stocks. 

Cohen:  Some  of  the  aggressive  man- 
agers are  going  onto  the  Amex  and 
into  the  over-the-counter  market,  too. 
Some  of  the  pros  are  looking  for  small 
companies  that  will  turn  into  another 
IBM  or  Xerox.  There  are  only  X 
number  of  stocks  on  the  New  York 
Stock  Exchange,  so  they  look  else- 
where. And  a  lot  of  people  sit  in 
boardrooms  and  watch  for  what  they 
think  the  professionals  are  doing.  They 
will  be  trampled  by  them. 

You've  spoken  out  recently  on  the 
possible  dangers  of  speculation  by  the 
portfolio  managers  of  large  institu- 
tions. You've  also  asked  Congress  to 
authorize  a  major  study  of  what  the 
institutions  are  doing,  and  how  they 
affect  the  markets.  Is  all  this  only  to 
keep  the  boardroom  speculator  from 
speculating? 

Cohen:  Of  course  not.  There's  also 
the  danger  that  the  holder  of  a  mutual 
fund  or  a  pensioner  might  get  hurt. 
Many  professional  managers  have  sim- 


ilar information  and  similar  motiva- 
tion, and  they  look  over  each  other's 
shoulders.  They  know  that  some  of 
their  investors  are  not  the  conserva- 
tive people  who  used  to  buy  funds  for 
the  long  pull.  Many  investors  want 
to  speculate  vicariously.  But  if  a  man 
speculates  in  a  stock  and  loses  mon- 
ey, he  has  nobody  to  blame  in  his 
heart  of  hearts  but  himself.  The  vi- 
carious speculator,  on  the  other  hand, 
is  paying  someone  else  to  do  the  job 
for  him.  If  the  man  whom  he  is  pay- 
ing fails,  the  investor  could  acquire 
a  distrust  of  all  institutions  and  the 
markets  themselves.  The  markets,  in 
turn,  depend  on  confidence. 

Remember  also  that  an  individual 
can  speculate  and  get  in  and  out  at 
stock  exchange  commissions.  But  in  a 
mutual  fund,  you've  paid  a  9%  load 
and  a  management  fee.  It's  expensive 
to  get  in  and  out.  The  pension  fund 
beneficiary  can't  get  out  even  if  he 
wants  to. 

Are  there  other  reasons  for  your 
proposed  study? 

Cohen:  Yes.  First  of  all,  we've  had 
a  change  in  the  form  in  which  people 
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[A  POSITION   PAPER   FROM   NATIONAL  CAN  CORPORATION] 


Valuable  Wind 


A  "valuable  wind"  is  one  that  brings  fresh  rains, 
turns  windmills,  and  fills  sails.  At  National  Can 
Corpora tc-^  we  feel  a  "valuable  wind"  at  our  backs. 
New  opportunities  for  our  sales  force  promise  record 
production  and  income.  New  challenges  for  our 
research  team  augur  the  development  of  new  prod- 


ucts in  an  expanding  market.  And  new  applications 
of  invested  capital  assure  continued  corporate 
growth. 

By  foresighted  management  we  plan  to  take  every 
advantage  of  the  "valuable  wind"  provided  by  an 
expanding  economy. 


u 


(*?/  National  Can  Corporation 

Midway  Center/ 5959  South  CJcem  Avenue,  Ctucago.  Illinois  60638 
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invest.  Secondly,  we've  had  a  change 
in  the  attitude  of  investment  man- 
agers. We  have  to  see  if  our  type  of 
auction  market,  which  was  designed 
to  match  thousands  of  small  orders 
coming  in  from  all  over  the  country, 
is  still  suitable.  These  institutions  deal 
in  big  block  transactions  that  could 
change  the  nature  of  the  market.  If 
the  markets  change,  they  could  change 
the  way  industry  raises  capital. 

In  addition,  we  have  price-fixing  in 
mutual  funds  and  in  stock-exchange 
commission  rates.  Price-fixing  in  sell- 
ing fund  shares  was  established  by  the 
Investment  Company  Act  of  1940.  In 
most  states  with  fair  trade  laws,  manu- 


facturers have  to  do  the  enforcing 
themselves.  But  if  some  fund  dealer 
cuts  prices,  it's  my  unhappy  duty  to 
put  him  out  of  business  or  even  send 
him  to  jail.  The  New  York  Stock  Ex- 
change, of  course,  has  fixed  prices. 
These  big  blocks  require  the  same 
commissions  as  hundred-share  units. 
But  the  commissions  are  spread  around 
to  people  who  help  fund  manage- 
ment by  selling  fund  shares.  It's  a 
case  of  investors  submitting  them- 
selves to  a  big  organization  and  not 
getting  the  advantages  of  bigness. 

Yet  in  your  proposed  legislation  on 
mutual   funds,    you    said    nothing    on 
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Which  Stock  Market?  There  are  more  slock  markets  than  meet 
the  eye.  One  is  inhabited  by  the  giant  leaders  of  American  industry. 
Then  there  are  smaller  companies  struggling  to  become  blue  chips. 
And  finally,  there  is  the  market  of  the  tiny  companies  and  the  new 
ones.  In  times  of  high  speculation,  the  nonblue-chip  groups  come 
into  their  own.  One  reason:  They  have  smaller  capitalizations  and 
thus  their  prices  can  move  faster.  Thus  the  DJI  has  gone  up  hardly  at 
all  during  the  past  14  months,  the  mass  of  Big  Board  stocks  have 
gone  up  only  somewhat,  but  Amex  and  over-the-counter  stocks  have 
soared.  According  to  Over-the-Counter  Securities  Review,  some  800 
o-t-c  stocks  doubled  in  price  last  year  and  35  soared  1,000%   or  better. 


reciprocal  brokerage  business  and 
"give-ups"  of  commissions  to  fund 
salesmen.  You  only  requested  author- 
ity to  regulate  sales  charges  and  man- 
agement fees. 

Cohen:  That's  because  we  felt  we 
already  had  authority  in  the  area  of 
give-ups.  What  we  have  to  do  now 
is  launch  a  study  of  the  institutions, 
to  determine  what  needs  to  be  done. 
This  growth  of  the  institutions  has 
many  different  angles.  It's  beginning 
to  worry  some  industrial  managers, 
for  example.  When  the  institutions 
first  start  buying  stock  in  a  company, 
the  company  officers  are  pleased.  After 
all,  this  makes  the  stock  go  up,  and 
they  may  have  stock  options.  But  when 
the  funds  dump  the  stock,  the  situa- 
tion is  reversed.  Some  company  man- 
agers say  that  the  funds  shouldn't  be 
allowed  to  do  that,  that  maybe  the 
funds'  transactions  should  be  cur- 
tailed. Then  there's  the  question  of 
whether  the  institutions  can  any  longer 
ignore  the  management  problems  of 
portfolio  companies.  Selling  the  stock 
may  no  longer  be  the  effective  way  to 
deal  with  these  problems.  All  of  this 
makes  this  study  of  the  institutions 
necessary. 

What  else  has  the  SEC  got  cooking? 

Cohen:  Well,  we've  still  got  the  fund 
legislation  to  get  through.  Then  we 
have  our  legislation  on  take-over  bids. 
This  is  simply  to  allow  investors  more 
information  on  the  take-over  party. 
If  a  good  little  company  is  doing  well 
and  a  big  guy  says  it  would  be  cheaper 
to  take  it  over  than  to  start  a  new 
operation,  wc  want  the  small  com- 
pany's shareholders  to  be  able  to  make 
an  informed  judgment. 

Then  we  have  the  land  sales  bill. 
This  is  to  deal  with  the  problem  of 
people  selling  home  sites  usually  to  old 
people  through  the  mails.  That  might 
not  be  administered  by  the  SEC,  how- 
ever. Then  we  have  a  study  of  New 
York  Stock  Exchange  commissions, 
and  a  study  of  the  slow  adaptation  of 
automation  in  the  securities  business 
in  general. 

We  also  have  new  more  detailed 
forms  for  broker-dealer  reporting. 
When  I  proposed  it  in  Miami,  they  al- 
most rode  me  out  of  town  on  a  rail. 
Now  the  industry  wants  it. 

Any   big  problems  for   the  future? 

Cohen:  Yes,  a  big  one  coming  up 
will  be  public  ownership  of  member 
firms.  ,So  far,  the  firms  have  only  sug- 
gested that  they  be  allowed  to  sell 
debentures  to  the  public.  But  it's  only 
a  matter  of  time  until  they'll  want  to 
sell  their  own  stock  as  well.  ■ 
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Young  Oil 
Coolers 


cool  turbine- 
powered 
drilling  rigs- 
where  perfect 
performance 
is  critical. 
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YOUNG  RADIATOR  COMPANY 

General    OKices:    Racine.    Wisconsin    53403 

Radiators  •  Heal  Exchangers  •  Oil  Coolers  •  Unii  Healers 


Fiberglass 


HATTERAS 

28,  31,  34,  38,  41,  44  and  SO  Ft. 
Motor  Yachts 


2B  foot  fiberglass  Hatteras  Cruiser 

Gordon  Taylor,  Taylor  Yacht 
Sales,  Edgewater,  Md.,  has  much 
experience  during  spring  fitting 
out  with  both  wood  and  fiber- 
glass boats.  With  the  Hatteras  he 
says  about  80%  is  saved  on  hull 
upkeep.  Write  for  the  name  of 
nearest  dealer.  For  portfolio  of 
color  literature,  enclose  $1.00. 

HATTERAS 
YACHT  COMPANY 

2129  Kivi^tt  Drive 
High  Point,  N.  C.  27261 


Litton's  Troubles 

"We'll  prove  again  the'virtues  of  our  type  operation," 

President  Roy  Ash  tells  Forbes. 

Three  weeks  ago,  on  Jan.  22,  Litton  Industries  Chairman  Charles  B. 
(Tex)  Thornton  and  President  Roy  L.  Ash  sent  a  letter  to  their  stock- 
holders informing  them  that  Litton's  profits  for  the  fiscal  quarter  that 
would  end  Jan.  31  would  be  "substantially  lower  than  planned."  For 
Litton  this  would  be  the  first  earnings  reversal  since  Thornton  and  Ash 
formed  the  company  15  years  ago.  From  nothing  in  1953,  Litton's 
profits  for  the  fiscal  year  ended  last  July  31  hit  $70  million,  or  $2.54 
per  share,  on  a  sales  volume  of  $1.56  billion.  Late  in  1967  its  stock 
had  soared  as  high  as  120  a  share,  nearly  50  times  earnings.  Already 
weak  before  the  letter,  Litton  plunged  20  points  in  the  days  after  its 
release.  The  bad  news  caused  other  conglomerate  stocks  to  tumble. 
Teledyne,  for  example,  whose  top  officers  came  from  Litton,  skidded 
from  140  to  just  over  93. 

What  happened?  For  the  details,  Forbes  went  straight  to  Litton's 
President  Roy  Ash.  In  a  21/2  hour  interview  at  the  company's  Beverly 
Hills  headquarters,  Ash  discussed  Litton's  problems  calmly  and  with 
candor. 


Is  Litton  really  in  trouble? 

Not  so,  says  its  president  Roy  Ash, 
a  lean,  youngish-looking  man  of  50, 
who  has  a  remarkable  command  of  the 
operating  details  of  his  far-flung  com- 
pany. "We've  already  proved,  and  will 
prove  again  in  the  future,  the  virtues  of 
our  type  of  operation,"  he  says.  "The 
very  fact  that  midway  through  a  quar- 
ter, based  on  the  results  from  the 
month  of  December,  we  were  able  im- 
mediately to  isolate  our  problems  with 
a  high  degree  of  precision  speaks  for 
itself.  At  the  same  time  we  have  been 
able  quickly  to  dispatch  task  forces  to 
solve  them. 

"I  like  the  analogy  of  the  aircraft 
carrier  and  the  destroyer.  Think  of 
a  large  centralized  company  as  an  air- 
craft carrier.  If  a  man  fell  overboard, 
you  would  have  to  turn  the  whole 
ship  around  to  go  back  after  him. 
Litton  is  more  like  a  fleet  of  smaller 
destroyers.  If  a  man  falls  overboard, 
only  one  has  to  turn  back  to  pick  him 
up.  The  others  can  continue  unim- 
peded with  their  mission. 

"In  the  centralized  form  of  man- 
agement we'd  have  to  spend  a  lot  of 
time  going  through  the  whole  corpo- 
rate structure  until  the  problems  could 
be  found.  And  then  we  would  have 
to  make  some  more  organizational 
changes  before  we  could  get  at  the 
problems.  Our  way  of  management 
may  cause  some  duplications  and  in- 
efficiencies. Our  separate  division  may, 
for  example,  buy  more  light  bulbs 
than  if  we  had  central  purchasing. 
But  we're  willing  to  put  up  with  that. 
We  organize   for  effectiveness   rather 


than  for  efficiency." 

Ash  conceded  nonetheless  that  the 
current  earnings  setback  has  sent  a 
shock  wave  through  Litton  itself.  "I 
think  all  of  us  are  now  giving  more 
attention  to  details  that  before  we 
assumed  someone  else  was  watching," 
he  says. 

When  questioned.  Ash  indicates,  in 
line  with  the  letter  to  shareholders, 
that  Litton's  difficulties  were  con- 
centrated mainly  in  its  business  equip- 
ment operations,  which  in  the  fiscal 
year  ended  last  July  accounted  for 
31%  of  sales,  or  around  $500  million. 
He  says  that,  with  one  exception,  its 
defense  and  space  systems  (32%  of 
sales),  industrial  equipment  (27%) 
and  professional  products  and  serv- 
ices ( 10%  )  were  doing  well.  The  other 
exception  was  its  Ingalls  shipbuilding 
operations.  There  Ash  and  Chairman 
Charles  (Tex)  Thornton  recognized 
during  the  quarter  that  Litton's  costs  on 
the  construction  of  14  commercial  car- 
go ships  would  exceed  their  .$200-mil- 
lion  contract  price  by  some  $8  mil- 
lion. So.  even  though  the  work  was  only 
60%  compietrd.  they  decided  to  take 
the  $8-million  write-off  immediately 
rather  than  wait. 

The  shipbuilding  write-off  is  clearly 
a  one-shot  affair.  What  about  the 
office  equipment  setback?  How  did 
Litton's  business  equipment  problems 
reach  a  magnitude  where  they  could 
drag  down  the  entire  company's  prof- 
its to  a  significant  degree?  Especially 
since  Litton,  within  the  business 
equipment  field,  is  diversified  into 
calculators,    typewriters,    cash    regis- 
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ters,  computer  equipment  and  copy- 
ing machines.  Wasn't  Litton's  diversifi- 
cation supposed  to  protect  it  against 
having  any  one  business  seriously  hurt 
over-ail  profits? 

"The  largest  single  contributor, 
measured  in  dollar  effects,  was  the 
strikes,"  explains  Ash,  referring  to 
three  strikes  suffered  by  Litton's  busi- 
ness equipment  operations  durmg  the 
second  quarter.  (One  in  Fitchburg, 
Mass.  was  still  in  progress  as  the  third 
quarter  began.)  "But  we  don't  want 
to  seem  to  be  hiding  behind  the  fact 
that  we  had  strikes.  Some  companies 
would  say,  'Oh,  we  had  strikes  and 
the  situation  was  beyond  our  con- 
trol.' We  don't  want  to  seem  to  be 
running  from  our  responsibilities  like 
that.  Still,  it  should  be  pointed  out 
that  we  lost  around  30,000  man-weeks 
as  a  result  of  these  strikes,  and  that 
hurts." 

Clipped  Tail  Feathers.  Beyond  the 
strikes,  however,  Litton  has  had  plen- 
ty of  other  problems  in  business 
equipment.  The  most  persistent  are 
in  copying  machines,  a  market  that 
Litton  entered  only  three  years  ago. 
By  then  Xerox  and  SCM  Corp.  had 
the  market  pretty  well  wrapped  up 
and  Litton's  Royfax  Machines  had 
made  little  headway.  The  company's 
market  share  in  copiers  still  amounts 
to  only  around  1%  compared  with 
about  60%  for  Xerox  and  10%  for 
SCM.  Litton  has  yet  to  even  approach 
a  profit  from  copiers. 

"In  copying  machines  we  are  still 


The  merger  of 


Island  Creek  Goal  Company 


into 


Occidental  Petroleum  Corporation 


has  become  effective. 


The  undtrnigned  asmletl  in  the  negotiations. 


Lazard  Freres  &  Co. 
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Yours  free- 
Official  Mercedes-Benz 
European  Delivery  Kit 

Clip  and  send  coupon  for  full  information  on  how  to  buy  a 
Mercedes-Benz  and  pick  it  up  in  Europe— and  how  much 
money  you'll  save. 


Mr.  Peter  Grassl,  European  Delivery  Manager 
Mercedes-Benz  of  North  America,  Inc. 
Dept.  B102 
158  Linwood  Plaza,  Fort  Lee,  N.J.  07024 

Please  send  me  my  free  Mercedes-Benz  European 
Delivery  Kit. 

NAME 


ADDRESS. 
CITY 


STATE. 


ZIP. 
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WASHINGTON  STEEL 

Joins  the  Big  Board 

Washington  Steel  Corporation 
announces  the  trading  of  its  com- 
mon stock  on  the  New  York  Stock 
Exchange,  effective  February  7. 

WSS  is  the  trading  symbol. 

Incorporated  in  1945.  Washing- 
ton Steel  Corporation  produces 
MicroRold  Stainless  Steel  sheet 
and  strip.  In  July.  1967.  the  Com- 
pany announced  its  entrance  into 
a  new  field  of  sales  with  the  pro- 
duction of  MicroRold  Titanium 
sheet  and  strip. 

Main  production  facilities  are  lo- 
cated in  Washington  and  Houston, 
Pennsylvania. 

The  Company's  subsidiary, 
Calstrip  Steel  Corporation  of  Los 
Angeles,  California,  produces  high 
carbon  and  alloy  strip  steel  as  well 
as  stainless  steel. 

Facilities  are  also  maintained  in 
Detroit,  Michigan,  for  the  slitting 
of  stainless  steel  coils  for  the  auto- 
motive industry, 

WASHINGTON  STEEL  CORPORATION 

WASHINGTON.  PENNSYLVANIA  15301 


Your 
Heart  Fund 
Fights 


HEART  ATTACK 

STROKE 

HIGH    BLOOD 
PRESSURE 

INBORN  HEART 
DEFECTS 


a  relatively  small  factor,"  admits  Ash. 
"When  we  decided  to  enter  the  field 
three  years  ago,  we  saw  that  the  nature 
of  the  business  requires  that  you  have  • 
a  large-scale  operation.  You  need  a 
high  density  of  machine  population 
in  the  field  so  that  you  can  have  effi- 
ciency in  servicing  all  those  machines. 
We  were  well  aware  that  there  were 
some  major  participants  already  in 
the  field,  and  if  we  did  not  get  in 
quickly  they  would  be  too  far  ahead 
for  us  to  catch  up.  We  felt  we  could 
get  through  before  the  gates  came 
clanging  shut,  but  even  so,  we  worried 
that  we  might  get  some  of  our  tail 
feathers  clipped  off  as  the  gates  shut." 

Litton  has  indeed  lost  some  tail 
feathers.  Last  quarter  alone  the  copier 
effort  clipped  10  cents  off  its  per- 
share  profits.  "I  suppose  that  any 
shareholder  interested  in  the  short 
term  might  say,  "give  us  the  10  cents 
and  forget  the  office  copying  business.' 
At  our  multiple,  that  10  cents  would 
have  been  a  pretty  valuable  thing.  But 
we  felt  it  was  a  good  investment  and 
we  still  do,"  says  Ash. 

Shortfall.  Will  Litton  make  the 
grade  in  copiers?  Ash  implies  that 
much  depends  on  the  success  of  Lit- 
toii's  new  Royfax  1700  book  copier, 
or  flat-bed  copier,  which  was  supposed 
to  be  ready  for  introduction  three 
months  ago.  This  machine  is  counted 
on  heavily  to  round  out  Litton's  line  of 
copiers,  which  up  to  now  includes  only 
feed-through  models.  (In  a  book  cop- 
ier the  items  to  be  reproduced  are  laid 
on  a  flat  bed  on  top  of  the  machine, 
as  with  Xerox"  famous  914  machine.) 

"One  of  the  major  shortfalls  of  this 
particular  quarter  is  that  we  did  not 
have  the  book  copier  as  we  expected," 
says  Ash.  "Our  own  internal  workings 
did  not  produce  it  on  time."  He  adds: 
"I  believe  that  we  will  reach  the  critical 
mass  of  machines  in  the  field  by  the 
middle  of  our  next  fiscal  year."  That 
would  be  roughly  a  year   from   now. 

The  achievement  of  what  Ash  calls 
critical  mass  does  not  necessarily 
mean  the  achievement  of  large  profits, 
however.  In  an  effort  to  attract  cus- 
tomers from  Xerox  and  SCM,  Litton 
is  charging  its  rental  fees  on  the  basis 
of  copies  made  rather  than  charging 
a  flat  monthly  machine  rental  or  a 
combination  machine  and  copy 
charge.  This  tactic  could  result  in  a 
high  level  of  machine  placements.  But 
profits  could  be  a  long  time  in  coming. 
Much  depends  on  what  Ash  calls  "the 
peanut  effect."  Like  eating  peanuts. 
Ash  claims  that  copier  users,  once 
they  have  a  machine,  tend  to  make 
many  more  copies  than  they  had  orig- 
inally intended. 

Back  to  the  Drawing  Board.  An- 
other Litton  headache  in  business 
equipment  has  been  its  Ultronic  por- 


table electric  typewriter,  designed  for 
home  use.  The  Ultronic,  in  the  words 
of  one  competitor,  "has  been  a  com- 
plete bomb."  Serious  mechanical  prob- 
lems have  plagued  the  machine  since 
its  introduction  in  1966.  What's  more, 
the  Ultronic  was  priced  at  only 
$199.50,  well  below  the  level  of  com- 
peting machines.  "You  can  debate 
whether  the  price  was  too  low  or  our 
costs  were  too  high,"  says  Ash. 
Whichever  was  true,  the  Ultronic,  in 
its  short  life  span,  has  been  nothing 
but  trouble  for  Litton. 

Ash  is  pinning  his  hopes  in  electric 
portables  on  a  new  machine  that  is  just 
going  into  production  at  a  compan\ 
plant  in  England.  The  machines  will 
have  fewer  moving  parts,  and  thus  be 
less  costly  to  make  and  less  susceptible 
to  mechanical  difficulties.  Even  so,  Lit- 
ton has  had  trouble  with  the  new  ma- 
chine. "A  small  German  firm  already 
had  done  two  years"  work  on  the  ma- 
chine when  we  found  it  and  it  looked 
like  a  great  discovery,"  says  Ash.  "But 
we  underassessed  the  amount  of  en-  _ 
gineering  that  still  needed  to  be  done.  ■ 
We  got  in  on  the  production  and  found 
that  we  needed  to  go  back  to  the  draw- 
ing  boards.  But  we're  moving  up  with  | 
it  now.  Last  week  we  produced  100 
machines  and  we  hope  to  get  up  to 
200-a-week  very  quickly."  ■ 

Fact  of  Life.  Other  new  product 
introductions  have  also  drained  busi- 
ness equipment  profits,  especially  in 
recent  months.  In  December  Litton 
introduced  five  new  calculating  ma- 
chines, for  example.  "We've  been 
spending  a  lot  of  time  and  money  ■ 
that  has  not  yet  matured,"  Ash  points  ^ 
out.  "We've  had  to  constantly  em- 
phasize the  flow  of  new  products  in  the 
business  equipment  area." 

But  rapid  technological  change  is  a 
fact  of  life  in  the  business  machines  in- 
dustry. Part  of  Litton's  problems  stem 
from  its  admitted  policy  of  buying  sick 
companies  at  bargain  prices  and  trying 
to  make  them  well.  When  it  came 
into  the  Litton  fold.  Royal  McBee.  ac- 
quired in  1965.  was  too  busy  mopping 
up  red  ink  to  look  very  far  ahead  on 
new  products.  Even  Monroe  Calcu- 
lating Machine  Co..  though  financially 
healthy  when  Litton  bought  it  in  1959. 
has  required  large  helpings  of  product 
development  money.  But  another  ac- 
quisition, Sweden's  Sweda,  has  gained 
a  respectable  market  against  National 
Cash  Register  in  cash  registers. 

The  Letter.  In  their  letter  to  stock- 
holders, Thornton  and  Ash  blamed 
"certain  earlier  deficiencies  of  man- 
agement personnel." 

Did  that  refer  to  the  oft-rumored 
weakening  of  Litton  caused  by  the  de- 
parture of  so  many  top  executives  who 
wanted  to  run  Litton-type  companies 
of  their  own?   (Among  them  Henry 
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Singleton,  of  Teledyne,  Forbes  Jan. 
15.)  Or  was  it  a  slap  at  William  E. 
McKenna,  who  headed  Litton's  busi- 
ness equipment  operations  before  he 
defected  last  fall  to  become  president 
of  Hunt  Foods  &  Industries? 

"I  suppose  that  resembles  the  type 
of  exchange  that  goes  on  between 
Washington  and  Hanoi."  smiles  Ash. 
"We  did  not  intend  to  deal  in  person- 
alities at  all.  We  intended  to  let  the 
words  speak  for  themselves.  If  anyone 
wishes  to  say  that  Tex  [Thornton]  or 


I  were  deficient  in  our  past  manage- 
ment, they  are  quite  welcome  to." 

And  there  Roy  Ash  rests  his  case. 
On  the  strength  of  Litton's  exceptional 
past  record,  his  defense  carries  much 
conviction.  The  fact  remains,  however, 
that  signs  of  weakness  have  turned  up 
in  a  company  that,  in  theory  at  least, 
ought  never  to  have  let  them  get  that 
far.  It  is  too  early  to  tell  whether  Lit- 
ton is  guilty  of  bad  management — or 
has  simply  had  a  run  of  bad  luck.  The 
jury  is  still  out.  ■ 


The  Way  Out? 


Kroehler  is  biggest  in  furniture,  but 
in  furniture,  size  is  a  dubious  asset. 


In  most  industries,  the  biggest  com- 
pany has  marked  advantages.  Volume 
manufacturing  can  lower  unit  costs, 
advertising  expenditures  create  an 
identity,  R&D  costs  can  be  more  easily 
absorbed.  Yet  none  of  this  applies  to 
Kroehler  Manufacturing  Co.  of  Naper- 
ville.  III.  (S105  million  sales),  the  big- 
gest thing  in  furniture. 

Over  the  past  decade,  when  smaller 
competitors  like  Thomasville  Furni- 
ture, Drexel  Enterprises  and  Bassett 
Furniture  were  earning  12%-18%  on 
equity,  Kroehler  averaged  a  mere  4%. 
When  the  others  were  posting  earn- 
ings gains.  Kroehler's  earnings  swung 
wildly  between  a  $2.74-a-share  profit 
and  a  22-cent-a-share  loss.  Last  year, 
when  industry  earnings  were  off, 
Kroehler  predictably  posted  the  sharp- 
est decline. 

Some  of  Kroehler's  problems  were 
outside  its  control — for  instance,  the 
swing  in  the  Fifties  to  slimmer  styles 
vs.  Kroehler's  overstuffed  look.  More 
recently,  Kroehler  bought  three  North 
Carolina  furniture  plants — only  to 
have  the  contract  that  was  to  absorb 
their  output  unexpectedly  canceled. 

Unequal  Competition.  But  Kroeh- 
ler's principal  problem  is  that  its  size 
is  little  help  in  turning  out  its  main 
product,  upholstered  furniture.  As 
Chairman  Kenneth  Kroehler,  the  50- 
year-old  son  of  the  company's  founder, 
points  out,  upholstered  furniture  in 
particular  is  largely  a  manual  opera- 
tion, which  means  that  increased  sales 
produce  few  economies.  Says  Kroehler, 
"The  opportunities  for  automation  are 
extremely  limited." 

Further,  little  capital  is  required  to 
get  into  such  a  business;  hence  there 
are  thousands  of  U.S.  furniture  manu- 
facturers sharing  the  industry's  $4- 
billion  annual  sales.  In  these  cir- 
cumstances, Kroehler's  size  actually 
works  against  it.  "We  come  out  with  a 
design,"  Kroehler  says,  "and  while  we 
are  merchandising  and  promoting  it, 
the  small  guy  can  imitate  it,  and  often 


slash  his  prices  to  fill  a  particular 
order." 

How,  then,  did  competitors  like 
Thomasville,  Bassett  and  Drexel  suc- 
ceed? In  part,  because  they  produce 
little  upholstered  furniture.  "Uphol- 
stery is  difficult  to  transport,"  says 
Robert  H.  Spilman,  president  of  Bas- 
sett, "so  you  have  to  have  plants 
around  the  country,  raising  adminis- 
trative costs." 

Bassett,  Drexel  and  Thomasville 
also  concentrated  their  plants  in  the 
South  where  labor  costs  are  lower 
(Kroehler's  are  mostly  in  the  North), 
and  they  specialize  in  what  the  indus- 
try calls  "case  goods" — items  like 
bureaus,  beds,  tables  and  nonuphol- 
stered  chairs.  "More  capital  is  re- 
quired to  enter  case  goods,"  says  Spil- 
man, "so  it's  not  as  competitive." 

The  company  made  a  major  push 
into  case  goods  with  the  acquisition  of 
those  North  Carolina  plants  a  year 
ago.  This  year,  with  the  contract  can- 
cellation behind  them,  Kroehler  pre- 
dicts that  the  three  plants  will  generate 
$12  million  to  $14  million  in  sales  and 
begin  contributing  to  profits. 

National  Ambitions?  But  if  Ken 
Kroehler  has  his  way,  case  goods  is 
just  a  beginning.  He  would  like  to  see 
the  company  become  "a  complete 
home  interior  furnishings  company, 
selling  items  like  rugs,  lamps  and  case 
goods  as  well  as  upholstery." 

Because  of  its  stature  as  the  in- 
dustry's sales  leader,  Kroehler  has  the 
base  on  which  to  establish  itself  as  a 
national  marketer  of  home  furnishings. 
That  it  has  not  gone  national  before. 
Ken  Kroehler  suggests,  is  mainly  be- 
cause the  company's  upholstered  busi- 
ness could  not  support  the  costs  of  es- 
tablishing a  national  furnishings  line. 

A  viable  strategy?  It  would  seem  so. 
But  the  ease  with  which  Ken  Kroeh- 
ler reverts  to  talking  of  the  company's 
first  love,  upholstered  furniture,  leaves 
at  least  room  for  doubt  whether  the 
big  move  will  ever  be  made.  ■ 


Head  Office.  5670  Wilsliire  Blvd.,  Los  Angeles 
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BIG  MONEY 
KEEPS 
MOVING  > 
TO  THE  NATION'S 
LARGEST  FEDERAL 


ASSETS  EXCEED  $1.5  BILLION 

Join  the  Big  Money  movement.  The 
nation's  largest  federally  chartered 
savings  association  pays  5%  on  regular 
passbook  accounts  (5.127%  annual 
yield,  when  savings  and  all  dividends 
remain  a  year,  if  our  5%  current  annual 
rate  is  compounded  daily  and  maintained 
a  year).  Dividends  compounded  daily. 
Earnings  on  regular  passbook  accounts 
paid  quarterly.  Funds  withdrawn  be- 
tween regular  dividend  payment  dates 
earn  to  date  of  withdrawal,  provided 
they  have  earned  for  three  months  and 
the  account  remains  open  to  the  end  of 
the  quarter.  Experienced  management; 
same  sound  policies  since  1925.  550,000 
individuals,  corporations  and  trusts  served 
in  100  foreign  countries  and  50  states, 
many  with  accounts  of  $25,000,  $  100,000, 
$200,000  and  more.  Special  attention  to 
mail  accounts.  Funds  received  by  10th  of 
any  month  earn  from  1st.  Funds  received 
after  10th  earn  from  1st  of  following 
month.  Join  the  Big  Money  Movement  — 
send  check  or  money  order  with  coupon. 

MEMBER:  FEDERAL  SAVINGS  t,  LOAN  INSURANCE  CORPORATION 
MEMBER:  FEDERAL  HOME  LOAN   BANK  SYSTEM. 

CALIFORNIA  FEDERAL 
SAVINGS 

AND  LOAN  ASSOCIATION 

18  Offices  in  Los  Angeles,  Orange,  Ventura  Counties 


FREE!  "THE  CALIFORNIA 
FEDERAL  STORY."  Colorful, 
exciting!  Latest  issue  includes 
news  of  Southern  California 
and  California  Federal  Savings; 
latest  financial  statement.  (\/lail 
coupon  today  for  free  copy! 


California  Federal  Savings  Association,  Box  54087, 
Terminal  Annex,  Los  Angeles,  California  90054 

I   D  Please  send  free  "California  Federal  f-51| 

.  Story"  and  CalFed  MAIL-SAVER®. 

'  Please  open  account: 

I   D  Passbook  ($50  or  more) 

D  Joint         D   Individual         D  Trust 

"  Name(s) 

I    Address 

I  City 


.state. 


-Zone_ 


I  Funds  enclosed  In  amount  of  $- 
I  Soc.  Sec.  or  Ident.  No 


FORBES,  FEBRUARY  15,  1968 


49 


Long  Haul 


Koppers  was  a  great  idea  for  a  conglomerate.  But 
it  has  taken  nearly  four  decades  to  straighten  out. 


In  the  1920s,  long  before  today's 
corporate  conglomerates  had  even 
been  conceived,  a  Virginia  entrepre- 
neur named  Henry  B.  Rust  put  to- 
gether a  sort  of  conglomerate  of  his 
own.  Rust  bought  H.  Koppers  Co.,  an 
engineering  and  contracting  firm  that 
specialized  in  building  coke  ovens  for 
the  steel  industry.  With  his  knowledge 
of  steel  and  of  coal.  Rust  dreamed  of 
exploiting  the  manifold  potentials  of 
coal  as  thoroughly  as  the  meatpackers 
exploited  the  pig. 

With  Andrew  Mellon's  backing. 
Rust  pushed  into  coal  mines,  railroads, 
coal  chemicals,  gas  utilities,  steel  mills 
and  coastal  shipping  lines.  Rust's  com- 
pany was  called  Koppers  United,  and 
its  corporate  structure  embraced  some 
150  operating  and  holding  companies. 
The  Depression,  however,  and  the 
New  Deal's  Public  Utility  Holding 
Company  Act  did  in  Koppers  United; 
the  Act  eventually  forced  the  sale  of 
Koppers'  profitable  coal,  utility  and 
railroad  holdings.  Eastern  Gas  &  Fuel 
Associates.  The  manufacturing  and 
engineering  divisions  became  today's 
Koppers  Co.  Inc. 

Growing  Again.  Ever  since  then 
Koppers'  executives  have  labored 
mightily  to  make  both  sense  and  mon- 
ey out  of  the  company's  bewildering 
amalgam  of  125  different  products 
and  services.  On  the  surface  a  big 
company,  Koppers  was  actually  a  col- 
lection of  middle-sized  businesses.  It 
spread  not  only  across  the  construc- 
tion business  (24%  of  sales),  but  tar 
and  chemicals  (27%  ),  metal  products 
(15%),  forest  products  (21%)  and 
plastics  (13%).  Management  has 
made  progress  in  recent  years  and 
gotten  Koppers  growing;  after  nearly 
a  decade  in  the  doldrums  its  sales  rose 
from  $293  million  in  1963  to  $448 
million  in  1967.  Koppers,  however, 
still  has  a  good  way  to  go:  Even  last 
year,  the  best  in  its  history,  it  netted 
only  $14  million,  earned  a  bare  7% 
on  its  stockholders'  equity  vs.  12.1% 
for  U.S.  industry  at  large. 

What  has  always  dismayed  Kop- 
pers' executives  is  that  they  believed 
the  company  had  enormous  potential. 
And  it  did.  But  trying  to  realize  this 
potential  has  been  a  frustrating  ex- 
perience. 

In  the  decade  after  World  War  II, 
President  (and  former  General)  Bre- 
hon  Somervell  organized  Konpsrs  into 
a  strongly  centralized  operation,  with 
clearly  divided  lines  of  authority  and 


New  Fields.  "//  you're  a  pro- 
duction man  you'd  better 
know  how  to  act  like  a  mar- 
keting man,"  says  Koppers' 
Byrom.  He  came  up  through 
production,  and  Koppers  is 
emphasizing  marketing  these 
days.  But  that's  not  the 
reason.  Says  he:  "You've  al- 
ways got  to  be  a  salesman." 


areas  of  responsibility.  He  hoped  to 
create  cross-fertilization  of  ideas  and 
of  technology  in  an  incredibly  diverse 
enterprise.  Before  his  death  in  1955 
Somervell  launched  Koppers  into  plas- 
tics in  an  effort  to  capitalize  on  the 
company's  expertise  in  chemicals; 
earnings  boomed  briefly  before  the 
plastics  business  ran  into  competitive 
troubles  for  lack  of  a  captive  source  of 
raw  materials. 

Fred  Foy,  a  former  advertising  ex- 
ecutive who  served  under  the  Gen- 
eral during  the  war,  succeeded  Som- 
ervell, and  Fletcher  L.  Byrom  became 
president  in  1960.  Foy  kept  the  com- 
pany moving  in  the  direction  in  which 
Somervell  had  headed  it.  attempting 
to  minimize  the  cyclical  swings  in  its 
construction  business  by  moving  fur- 
ther and  further  into  manufacturing 
and  building  a  $8.5-million  research 
facility  to  develop  new  products.  But 


earnings  per  share  increased  only  20% 
on  a  32%  gain  in  sales  in  ten  years. 

Last  month  President  Byrom  took 
on  Foy's  chief  executive  duties,  while 
Foy  remains  as  chairman.  Byrom  has 
been  hacking  away  at  Koppers'  costs, 
closing  some  20  outmoded  plants 
in  seven  years  (at  a  saving  of  mil- 
lions *in  operating  expenses)  and 
spending  boldly  ($176  million)  to 
rnodernize  and  expand  Koppers'  over- 
all- operations.  The  company's  most 
ambitious  venture  was  the  formation 
of  Sinclair-Koppers  Co.  with  Sinclair 
Oil  Corp.  This  joint  venture  has  built 
a  big  ethylene-polyethylene  complex 
in  Houston,  Texas  as  part  of  a  $100- 
million  expansion  program.  The  pur- 
pose was  to  solve  Koppers'  problems 
as  an  unintegrated  plastics  producer 
by  providing  it  with  raw  material. 
Although  its  rate  of  return  still  is 
low,  this  investment  has  gotten  Kop- 
pers' earnings  off  the  $6-million-to-$7- 
million-a-year  plateau  on  which  they 
had  rested  since  1958;  from  $7.8  mil- 
lion in  1962,  profits  rose  to  a  record 
$13.9  million  last  year. 

Silk  Purse  in  Prospect?  Now  that 
there  is  some  light  at  the  end  of  the 
tunnel,  Byrom  is  looking  to  the  next 
step.  "We've  said  we've  been  market- 
oriented,"  Byrom  says.  "But  we 
weren't  really  getting  out  of  the  re- 
search lab  to  the  market.  We  have 
in  our  product  line  the  ability  to  grow 
rapidly  merely  by  changing  the  empha- 
sis of  our  marketing  technology." 

For  example,  traditionally  Koppers 
had  been  an  important  factor  in  forest 
products  through  its  production  of 
chemically  treated  railroad  ties.  "The 
market  we  were  in  didn't  show  the 
kind  of  growth  in  which  we  were  in- 
terested." Byrom  says.  Using  the  basic 
technology,  but  directing  it  at  growth 
markets — laminated  wood  products, 
for  instance — Koppers'  forest  prod- 
ucts sales  have  nearly  doubled  in  five 
years,  while  those  of  most  other  di- 
visions have  grown  only  moderately. 
Byrom  argues  that  by  reorienting  Kop- 
pers to  the  growth  markets  in  all  its 
business,  it  can  achieve  similar  growth 
in  packaging  and  environmental  con- 
trol products. 

With  300  million  pounds  of  poly- 
styrene capacity.  Byrom  is  going  to 
have  to  do  plenty  of  marketing  to 
move  its  output.  Here,  too.  the  empha- 
sis henceforth  will  be  on  marketing.  "If 
we  come  up  with  new  uses  and  we 
can't  get  people  to  move  into  the  prod- 
uct," Byrom  says,  "we're  going  into  it 
ourselves." 

This  time  Koppers  seems  finally  on 
the  move,  but  it  took  nearly  two  dec- 
ades. It  took  a  long  time  to  take  a 
pioneering  conglomerate  and  make 
sense  out  of  it. 

Today's  conglomerators  take  note.  ■ 
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COPPER,  ALUMINUM   ^^^ 
AND  ALLOY  PRODUCTS   \^ 
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San  Diego  is 
a  Phelps  Dodge 
^-  city 


From  Balboa  Park  to  the  Port,  construction  cranes  swing 
to  the  rhythm  of  a  city  in  motion — San  Diego.  And 
Phelps  Dodge  is  part  of  this  concert  of  change.  The  San 
Diego  skyline  profiled  against  the  Pacific  horizon  comes 
alive  through  Phelps  Dodge  conductors  of  power  and 
communications.  New  residential  areas  spilling  out 
toward  the  desert  rely  on  Phelps  Dodge  pipe  and  cable 
for  vital  utilities.  The  major  part  of  the  refrigeration  tube 
that  keeps  the  city  cool  and  much  of  the  pipe  and  tube 
for  water  are  supplied  by  Phelps  Dodge.  The  San  Diego 
Gas  and  Electric  Company  uses  our  conduit,  condenser 
tube  and  new  aluminum  power  cable.  And  our  magnet 
wire  keeps  the  city's  electric  motors  and  transformers 
humming.  San  Diego's  growing  industries  and  burgeoning 
Naval  complex  rely  on  Phelps  Dodge.  Our  coaxial 
cable  helps  bring  sharp  TV  images  into  San  Diego 
homes.  In  the  open  and  out  of  sight,  Phelps  Dodge 
"Conductors"  carry  the  electricity,  gas,  liquids  and 
communications  that  make  San  Diego  a  city  in  motion. 
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Member  Federal  Deposit  Insurance  Corporation  ©  Bankers  Trust  Company,  1967. 


Retirement 

we've  been  thinking  about  it  every  day  since  191 6. 
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Fifty  years. 

That's  how  long  it's  been  since 
Bankers  Trust  began  pioneering 
retirement  programs  in  the 
United  States. 

The  first  plan  we  worked  out 
was  used  right  here  in  our  own 
bank. 

Besides  strengthening  rela- 
tions between  ourselves  and  our 
employees,  it  proved  a  simple 
point:  that  good  banking  begins 
at  home. 

But  ultimately,  the  word  got 
around. 

Tjday  over  2 1^  million  people 
are  covered  by  pension  plans 
administered  by  Bankers  Trust. 

And  what's  good  for  the  big 
boys  works  as  well  for  individ- 
uals. So  we  also  handle  retire- 
ment plans  for  the  self-employed. 

Retirement  programs  w^re  a 
pretty  advanced  idea  back  in 
1916.  But  we've  always  been  a 
pretty  advanced  bank. 


We  found  ways  of  investing 
money  in  pension  funds  that  no 
one  had  thought  of  before.  We 
innovated  the  extensive  use  of 
common  stocks,  direct  place- 
ments, mortgages  and  real  estate. 

Now  we  spend  over  S  i  ,000,000 
a  year  on  investment  research 
alone. 

We  provide  information  and 
furnish  annual  reports  to  our  pen- 
sion plan  customers  to  help  them 
maintain  the  tax  exempt  status  of 
their  trusts.  We  do  all  the  paper 
work,  keep  up  on  new  legislation, 
and  keep  down  costs. 

We've  become  so  skilled  since 
those  early  days  that  we  can  ac- 
tually promise  low  administra- 
tion costs,  better  means  for  in- 
vestments, and  more  flexibility 
in  financing. 

As  a  matter  of  fact,  since 
1944  the  pension  plan  guide- 
books we  publish  have  been 
the  definitive  sources  of  in- 


formation for  just  about  everyone 
interested  in  the  subject.  Even 
other  banks. 

If  you're  interested  in  working 
out  a  retirement  plan,  individual 
or  corporate,  you  and  your  legal 
counsel  ought  to  talk  it  over  with 
a  Bankers  Trust  man. 

He'll  work  with  you  on  ex- 
emptions and  other  tax  advan- 
tages. And  he'll  tell  you  how 
trusts  can  help  you  compete  for 
better  employees. 

The  fact  is  we're  so  well 
equipped  to  administer  these 
trusts  because  so  many  people 
trust  us.  We've  proven  ourselves. 

When  a  Bankers  Trust  man 
works  on  pension  trusts,  that's 
all  that  he  does.  He  handles  the 
money  as  if  it  were  his  own. 

In  that  sense  he  doesn't  even 
work  for  us. 

He  works  for  you. 
That's  what  trust  is  all 
about. 


You'll  find  a  trustee  at  Bankers  Trust. 
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Forbes 
Took 

a  Giant  Step 


In  1967 


RaoK 
1966 


Among  magazines 

measured  by  the  Publishers'  Information  Bureau, 

FORBES  took  the  largest  step 

forward  in  advertising  pages  gained 

for  1967. 

Come  to  think  of  it,  FORBES  had  the  largest  gain 

in  advertising  page  ranking  for  1966 

when  it  moved  up  to  30th  from  42nd  in  1965. 

There's  a  good  reason,  of  course. 

More  advertising  directors  and  advertising 
agencies  are  learning 
that  FORBES  readers  don't  just  own 
American  business.  They  run  it. 

Forbes:  capitalist  tool 


It  Takes  More  Than  an  Order 

In  aerospace,  getting  the  business  is  often  just  the  beginning  of  the  risk. 
Case  in  point:  Northrop's  participation  in  Boeing's  huge  747  program. 


After  Boeing — which  is  building  the 
craft — and  United  Aircraft — which 
will  supply  the  bulk  of  the  172.000- 
pound-thrust  engines — the  biggest  sin- 
gle participant  in  the  huge  747  jetliner 
project  is  a  middle-sized  Beverly  Hills 
aerospace  company,  Northrop  Corp. 

Northrop  is  building  the  massive 
153-foot  central  fuselage  for  the  231- 
foot  jumbo  jet  that  will  carry  up  to 
490  passengers  (an  ordinary  Boeing 
707,  by  contrast,  is  only  152  feet  long 
and  carries  a  maximum  of  199).  Ev- 
erything is  big  about  the  747,  and  the 
fuselage  is  one  of  the  biggest  things. 
The  sections  will  cost  about  S2  mil- 
lion each  and  represent  a  significant 
part  of  the  craft's  S20-million  cost. 

If  airlines  of  the  world  buy  200 
747s  (Boeings  initial  sales  goal), 
Northrop  will  reap  well  over  $400 
million  from  the  deal  after  full  pro- 
duction begins  in  late  1969.  This  rep- 
resents good  growth  potential  for  a 
company  whose  gross  sales  last  year 
came  to  just  S469  million. 

But  if  the  potential  rewards  to 
Northrop  are  immense,  so.  too.  are 
the  risks.  "Id  hate  for  anyone  to 
get  the  impression  that  all  we  have  to 
do  is  sit  back  and  wait  for  the  money 
to  come  rolling  in."  says  Thomas  V. 
Jones.  47.  Northrop's  earnest,  youth- 
ful-looking president.  "If  1  believed 
that.  I  shouldn't  he  in  this  office." 

Twixt  Cup  and  Lip.  To  start  with, 
Northrop  has  had  to  go  very  heavily 
into  debt  to  foot  the  design,  tooling 
and  other  preproduction  costs  on  the 
747  fuselage  sections.  In  the  past  18 
months  the  company  has  quadrupled 
its  long-term  debt  from  $28  million 
to  just  over  $100  million.  From  a 
conservative  33 '^t  debt-to-equity  ratio, 
Northrop  has  reached  an  85%  ratio. 
Against  profits  of  SI 2.6  million  in 
fiscal  1967  it  now  has  annual  interest 
payments  of  around  S8.4  million  on 
long-  and  short-term  debt. 

.Moreover.  Northrop  is  laying  out 
all  this  money  on  tooling  and  other 
preproduction  items  before  it  receives 
a  nickel  from  Boeing.  As  of  last  July 
31.  these  costs  totaled  more  than  $36 
million:  by  ne.xt  July  31  they  will 
have  mounted  to  around  S90  million. 
In  order  not  to  penalize  its  reported 
earnings.  Northrop  has  been  cap- 
italizing these  expenses  as  deferred 
charges  and  work-in-progress  inven- 
tory. They  will  not  begin  to  be  charged 
against  current  earnings  until  deliveries 
start  and  first  payments  from  Boeing 
are  received.  Had  Northrop  elected  to 
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charge  the  costs  against  profits  in  fiscal 
1967  the  company  would  have  been 
S25  million  in  the  red  rather  than 
$12.6  million  in  the  black. 

So  it  is  that  Northrop  is  gambling 
quite  heavily  on  the  success  of  the  747. 
Although  it  had  a  letter  of  intention 
from  Boeing.  Northrop  did  not  receive 
a  firm,  binding  order  for  any  fuselage 
sections  until  this  past  fall.  Until  then 
Northrop's  stockholders  would  have 
borne  the  entire  amount  of  the  tooling 
costs  as  a  loss  had  Boeing  suddenly 
canceled  its  747  plans. 

Since  then  Northrop's  risk  has  been 
lessened  somewhat.  But  only  some- 
what. Boeing's  own  orders  from  air- 
lines have  reached  more  than  140 
planes.  As  a  result.  Boeing  has  recent- 
ly given  Northrop  two  firm  orders  for 
a  total  of  100  fuselage  sections.  Nor- 
throp, however,  is  not  yet  in  the  clear. 
These  firm  orders  will  cover  its  tooling 
costs  with  room  to  spare.  But  whether 
the  price  of  roughly  $2  million  per 
fuselage  section  will  cover  its  actual 
production  costs,  in  these  times  of 
rising  materials  prices  and  wage  rates, 
remains  to  be  seen. 

What  could  complicate  the  picture 
for  Northrop  is  the  fact  that  it  will 
also  be  a  large  subcontractor  on  an- 
other Boeing  project,  the  supersonic 
transport.  When  the  SST  program  gets 
going  in  the  early  1970s,  Northrop 
will  have  to  bear  even  more  expense, 
more  debt  and  more  risk.  Northrop's 
managerial  abilities  are  going  to  be 
put  to  a  severe  test  over  the  next 
half-do'zen  years. 

Jones  of  Northrop 


More  Than  Ever.  Jones  is  no  slouch 
as  a  manager,  however.  In  1959,  at 
the  age  of  38,  he  took  over  a  com- 
pany that  was  dependent  on  too  few 
product  lines  and  had  an  abysmal  rec- 
ord for  late  performance  on  govern- 
ment business.  As  Jones  struggled  to 
overcome  these  problems  during  his 
first  half-dozen  years  at  the  helm,  the 
results  seemed  slow  in  coming.  Can- 
cellation of  its  Skybolt  missile  contract 
in  1962  did  not  help.  Between  1959 
and  1965  sales  wallowed  between  $234 
million  and  $348  million.  Profits  failed 
to  budge  from  their  $7-million  to  $9- 
million   rut. 

But  by  1966  Jones  finally  had  gotten 
Northrop  moving.  The  company  was 
performing  on  its  contracts  profitably 
and  on  schedule.  He  had  diversified 
Northrop  into  communications  and 
electronics,  as  well  as  in  its  traditional 
aircraft  business.  A  key  move  was  the 
1959  acquisition  of  Page  Communi- 
cations Engineers,  a  designer  and 
operator  of  massive  communications 
installations  all  over  the  world.  Page's 
revenues  have  soared  from  $12  million 
to  over  $100  million  since  it  was  ac- 
quired. Another  important  diversifica- 
tion move  was  the  acquisition  late  in 
1966  of  Hallicrafters  Co.,  the  widely 
respected  manufacturer  of  radio  trans- 
mitters, receivers  and  amplifiers.  In 
just  over  a  year  Northrop  has  turned 
Hallicrafters'  $2.5-million  loss  into  a 
modest  profit. 

Moreover,  Northrop  has  been  prof- 
iting from  important  new  aircraft  busi- 
ness won  in  recent  years.  Some  465  of 
its  F-5  fighter  planes  have  been  deliv- 
ered to  foreign  governments.  About 
900  of  its  T-38  supersonic  jet  trainers 
also  have  been  delivered.  As  a  result, 
Northrop's  sales  rose  from  $339  mil- 
lion in  1965  to  $469  million  in  1967, 
profits   from  $2.10  to  $2.86  a  share. 

The  advantages  of  the  747  deal 
are  twofold:  It  insures  Northrop  a 
sizable  production  volume  from  a 
project  which  should  have  a  long  life; 
and  it  greatly  increases  its  proportion 
of  commercial,  as  opposed  to  defense, 
business.  So,  too,  will  the  SST  busi- 
ness in  the  future.  But  management  in 
aerospace  is  a  full-time  job.  You  don't 
just  get  the  contract  and  sit  back  and 
reap  the  profits.  Look  at  what  hap- 
pened to  Douglas:  It  was  almost  bank- 
rupted by  the  very  success  of  its 
DC-9.  As  Tom  Jones  himself  con- 
cedes: "In  this  business,  once  you  get 
a  big  backlog,  you've  only  just  begun 
to  manage."  ■ 
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Faces  Behind  the  Figures 


Donald  P.  Kircher 
Leg  Hunter 

FiFTY-TWO-YEAR-OLD  Singer  Co. 
President  Donald  P.  Kircher  has 
spent  almost  five  years  looking  at 
legs — corporate  ones,  that  is.  He 
needs  the  acquisition  of  a  very  re- 
luctant General  Precision  Equip- 
ment Corp.  to  turn  Singer  into 
what  he  has  in  mind:  a  huge  cor- 
poration resting  on  a  tripod  of 
three  strong  legs. 

Kircher,  a  lawyer,  took  over  in 
1958.  He  had  been  brought  into  the 
company  ten  years  earlier  by  the 
now-retired  Milton  Lightner  and 
immediately  started  putting  new  life 
into  the  sluggish  old  giant.  He  re- 
vamped the  tired  old  sewing  ma- 
chine lines,  added  new  products 
such  as  miniature  television  sets  and 
hi-fi  equipment  to  the  sewing  shops. 
But  that  was  only  part  of  what  he 
had  in  mind.  It  was  only  the  first 
leg. 

Today  Singer  is  making  good 
money  both  in  manufacturing  and 
in  retailing.  Sewing  machines  aren't 
much  of  a  growth  business,  any 
more  than,  say,  meatpacking  or 
steel.  Singer  needed  some  growth 
underpinning.  So,  in  1963,  Kircher 
paid  about  30  times  earnings  to  buy 
Friden,  Inc.  for  his  second  leg.  He 
tripled  Friden's  research  budget, 
switched  its  calculators  from  elec- 

Kircher  of  Singer 


tromechanic  to  electronic,  pushed 
it  into  copying  and  small  data  pro- 
cessing systems.  He  also  pushed 
further  into  Pitney-Bowes'  long- 
time preserve  with  postage  meters. 
"From  damn  near  zero,"  Kircher 
claims,  "we  now  have  20%  of  all 
new  orders  in  postage  meters." 
AH  in  all,  Friden  roughly  doubled 
its  sales  (to  $186  million)  and  prof- 
its (to  about  $9  million)  since  it 
was  acquired.  Singer  now  had  two 
solid  legs. 

For  his  third  leg,  Kircher  hit  on 
the  idea  of  buying  General  Precision 
Equipment.  "For  us,"  he  says,  "this 
would  be  as  important  as  the  Friden 
acquisition.  General  Precision  is  as 
big  as  the  Singer  Co.  was  when  I 
took  it  over."  It  would  push  Singer's 
sales  past  the  $1.6-billion  mark  and 
reduce  sewing  machines  to  just  over 
38%  of  sales.  GPE  management, 
however,  doesn't  want  to  be  ac- 
quired (see  below)  and  has  gone 
to  court  to  fight  Singer  off.  Kircher 
remains  convinced  that  Singer  will 
soon  have  its  third  leg.  "I  believe," 
he  says  with  his  tight,  lawyer's 
smile,  "that  we  will  get  General 
Precision."  ■ 


James  W.  Murray 
Back  in  Court 

James  W.  Murray  has  nothing 
against  mergers.  In  fact,  he's  look- 
ing for  some  companies  to  acquire 
for  his  General  Precision  Equip- 
ment Corp.  (1967  sales:  $460  mil- 
lion), which  is  itself  the  product  of 
many  mergers.  But  Chairman  Mur- 
ray wants  to  be  the  acquirer,  not 
the  acquired. 

Right  now  he's  fighting  a  take- 
over bid  by  the  $1.1 -billion  (sales) 
Singer  Co.  (see  above).  Singer  al- 
ready owns  15%  of  GPE  common 
stock,  acquired  partly  in  the  open 
market,  partly  through  a  special 
cash  bid,  but  Murray  wants  to  re- 
main independent — and  top  man. 
So  he's  resorting  to  a  trick  that 
served  him  well  once  before:  He 
is  in  court  to  enjoin  Singer  from 
buying  more  stock  and  to  make 
it  disgorge  the  shares  it  already 
holds. 

This  tactic  saved  Murray's  job 
once  before.  Seven  years  ago  George 
Bunker's  Martin  Marietta  bought 
a  similar  15%  of  GPE  and  tried 
to  get  two  seats  on  its  board.  GPE 


Murray  of  Genera/  Precision 

charged  that  antitrust  laws  were 
being  violated  because  GPE  was 
a  major  supplier  to  MM  com- 
petitors. This  time  the  charge  has 
less  to  do  with  the  basic  virtues  of 
the  merger:  GPE  charges  that 
Singer  was  violating  laws  that  pro- 
vide for  a  fair  and  orderly  market 
in  securities  by  creating  an  artificial 
floor  for  GPE's  stock  price. 

There's  not  much  mystery  about 
why  Singer  wants  GPE.  For  several 
years  now.  Singer  has  wanted  to 
get  into  a  new  high-technology  busi- 
ness. Besides  being  in  electronics, 
GPE  is  fairly  big  in  controls  since 
the  1966  acquisition  of  Controls 
Co.  of  America  and  the  1967  ac- 
quisition of  Amercon  Corp.  These 
acquisitions  also  gave  GPE  the 
first  real  growth  in  sales  and  earn- 
ings it  had  had  in  several  years. 

All  of  which  creates  a  paradoxi- 
cal situation:  Had  GPE  not  made 
these  two  mergers,  its  lackluster 
record  would  have  made  it  a  target 
for  takeover.  But  having  made 
them  has  only  made  it  the  more 
attractive.   ■ 


J.   Russell   Rogerson 
Good   Try 

Life  is  difficult  these  days  for 
the  middle-sized  company,  squeezed 
as  it  is  between  corporate  giants 
on  the  one  hand  and  acquisition- 
minded  conglomerates  on  the  other. 
This,  however,  didn't  stop  J.  Rus- 
sell Rogerson,  a  spry,  75-year-old 
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Jamestown,  N.Y.  attorney,  from 
trying  to  keep  his  hometown's 
largest  company  from  being  bought 
up. 

The  company  was  Art  Metal. 
Inc..  the  country's  third-largest  man- 
ufacturer of  metal  office  furniture. 
In  1959.  when  he  was  67.  Rogerson, 
after  a  long  career  in  trial  and  cor- 
poration law,  joined  Art  Metal  as  a 
director  in  an  effort  to  save  the 
company. 

Burdened  by  outmoded  plant  and 
chronic  labor  problems.  Art  Metal's 
directors  were  about  to  pull  up 
stakes  and  move  the  company  to 
New  York  City.  Using  a  combina- 
tion of  persuasion  and  threats, 
Rogerson  solved  An  Metal's  labor 
problems  by  hiring  a  former  union 
organizer.  In  1963  Rogerson  be- 
came chairman.  He  replaced  top 
operating  management,  bringing  in 
two  young  men,  William  J.  Nolan 
(48)  and  W.  Cornell  Dechert  (56) 
from  Art  Metal's  small  but  highly 
profitable  Knoll  Associates  subsidi- 
ary which  turns  out  high-style  office 
furniture. 

After  four  years  of  hard  work, 
the  new  team  had  boosted  Art 
Metal's  sales  by  40%  (to  $51  mil- 
lion) and  earnings  to  S2.62  a  share 
— an  1 1  %  return  on  stockholders' 
equity.  In  the  black.  Art  Metal  be- 
gan to  attract  takeover  bids.  In 
1966  and  again  in  1967,  Rogerson 
fought  off  such  attempts. 

An  enthusiastic  gardener.  Roger- 
son  has  always  been  proud  of  the 
fact  that  he  was  able  to  grow  holly 
farther  north   in  New  York   State 
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than  had  ever  been  done  before 
(his  secret:  using  leftover  Christ- 
mas tree  boughs  to  shelter  the  holly 
from  the  hot  winter  sun  that  wilted 
it).  In  the  end,  however,  his  efforts 
to  shelter  Art  Metal  were  doomed 
to  failure.  A  few  months  ago.  over 
his  strenuous  objections.  Art 
Metal's  board  accepted  a  merger 
offer  from  Chicago's  big  money- 
lending  Walter  E.  Heller  &  Co. 

Bitter,  Rogerson  is  no  longer 
chairman  or  a  board  member. 
"These  raids  are  going  on  all  over," 
he  snaps,  "wherever  you  have  loose 
money  and  ambitious  men."  But 
he  has  his  consolations.  Next  year 
Rogerson  plans  to  visit  Nepal.  In 
the  meantime,  there's  his  law  prac- 
tice and  his  holly.  ■ 


G.  William  Miller 
Orderly  Transition 

The  high-flying  conglomerate 
stocks  headed  sharply  downward 
last  month  in  reaction  to  Litton  In- 
dustries' widely  publicized  troubles. 
But  in  Providence  an  unruffled 
Rupert  C.  Thompson,  62,  chair- 
man of  Textron,  Inc.  (who  to- 
gether with  Royal  Little  conceived 
and  perfected  the  conglomerate 
idea),  quietly  turned  over  Textron's 
chief  executive  post  to  President  G. 
William  Miller,  42.  The  transfer  of 
power  signaled  no  time  of  troubles 
for  Textron.  If  anything,  it  indi- 
cated Thompson's  supreme  confi- 
dence that  he  had  built  and  built 
well.  Whatever  might  be  going  on 
in  the  stock  market  or  in  the  board- 
rooms of  other  conglomerates,  Tex- 
tron was  prepared  to  go  about  its 
business  of  running  one  of  the  U.S.' 
most  brilliantly  structured  com- 
panies   and    making    money    at    it. 

Miller's  accession  is  yet  another 
reflection  of  that  passion  for  order 
that  has  characterized  Textron  since 
Thompson  took  over.  Long  before 
Royal  Little  retired  as  chief  execu- 
tive in  1960,  he  had  already  desig- 
nated Thompson  as  his  successor. 
Thompson  followed  suit,  designat- 
ing Miller  to  succeed  him  as  long 
ago  as  1964.  Thompson  will  re- 
main as  chairman,  concentrating  on 
acquisitions  and  forward  planning, 
as  he  has  for  some  time.  Miller  will 
continue  to  concentrate  on  upgrad- 
ing the  profitability  of  Textron's 
operations,  but  will  also  take  on 
Thompson's  duties  as  chief  apostle 
to  the  financial  community  of  Tex- 
tron's unique  conglomerate  gospel. 

As    Miller    takes    on    more    and 


Miller  of  Textron 

more  of  Thompson's  duties,  the 
chances  are  that  Textron  will  gradu- 
ally adapt  it.self  to  Miller's  person- 
ality as  it  did  to  Thompson's  and 
Little's.  Miller  is  a  lawyer  and  en- 
gineer, while  Thompson  was  a 
banker.  Miller  is  a  reserved  man 
whose  style  is  broadly  standard 
American  while  Thompson's  is  spe- 
cifically New  England.  Under  Mil- 
ler, the  changes  in  Textron  are 
likely  to  be  a  matter  of  style  rather 
than  content.  "Our  strategy  and 
policy,"  Miller  says,  "will  be  just 
what  it's  always  been,  except  that, 
as  we  become  bigger,  we'll  be  do- 
ing things  in  a  little  more  refined 
manner." 

Litton's  troubles  (see  p.  46)  do 
not  worry  Miller,  who  doubts  that 
the  same  thing  could  happen  at 
Textron.  "We've  been  more  con- 
servative," he  says.  "We've  tended 
not  to  expose  ourselves.  We've  bal- 
anced growth  with  proven  areas, 
and  we  haven't  taken  on  a  lot  of 
new  developments." 

So  Miller  is  not  trimming  sail. 
"Our  objective,"  he  says,  "is  con- 
tinued earnings  gains  of  not  less 
than  15%  a  year,"  and  he  expects 
to  keep  the  pace  even  in  1968, 
when  the  sales  of  Textron's  impor- 
tant Bell  Helicopter  division  are 
expected  to  fall  8%. 

"We  aren't  trying  to  be  big  or 
make  a  big  splash,"  Miller  says. 
"We  want  balance  and  continuous 
and  perpetual  growth."  Perpetual? 
That's  what  he  says,  and  the  record 
certainly  is  reassuring.  ■ 
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This 

vice  president 
in  cliarge 
of  marl(eting 
mal(es 

$33,000  a  year. 
He  reads 
Barron's. 


This 

partner 

in  a 

securities  firm 

mal(es 

$65,000  a  year. 

He  reads 

Barron's. 


Both  depend  on  the 

behind-the-news  investment  approach 

that  only  Barron's  offers. 


Why  do  the  decision-makers — the 
men  at  the  top — read  Barron's? 
Because  Barron's  gives  them  the 
investment  facts  they  don't  have 
time  to  dig  up  anyplace  else.  Be- 
cause Barron's  gives  them  a  spe- 
cial kind  of  coverage,  with  an 
unusual  degree  of  background,  that 
enables  them  to  invest  wisely.  Be- 
cause Barron's  is  especially  and  ex- 
clusively written  for  those  who 
make  up  their  own  minds  about 
their  own  money. 

If  you  are  in  the  top  income 
brackets,  or  on  your  way,  you  can 
get  the  benefits  of  Barron's.  All 
you  need  is  a  sincere  interest  in 
making  your  investment  program 
as  successful  as  possible . . .  plus  the 
desire  to  take  steps  towards  this 
goal  on  the  firm  foundation  oi  facts 
...not  whims. 

Barron's  readers  include  74,090 
corporate  directorships;  16,456  ex- 
ecutives connected  with  compa- 


nies whose  gross  sales  exceed 
$500,000,000  yearly.  Their  aver- 
age family  net  worth  is  $227,042. 
They  find  that  Barron's  gives  them 
in-depth  coverage  of  significant 
economic,  political  and  business 
events.  Like  them,  you'll  find  suc- 
cinct and  lucid  stories  that  give 
you  meaningful  information  and 
authoritative  opinion  —  from 
which  you  can  draw  hard-core  in- 
vestment conclusions.  Barron's 
covers  Wall  Street  and  Washing- 
ton. Mergers  and  new  products. 
Management  strategy.  Corporate 
financing.  The  international  scene. 
Barron's  goes  where  investment 
news  is — and  is  about  to  be  made. 
Not  like  a  daily  newspaper.  Not 
like  a  skim-through  magazine.  But 
with  a  special  outlook  that's  keyed 
to  the  reader  for  whom  invest- 
ments and  investing  are  a  very  real 
and  important  part  of  life.  To  such 


a  reader,  Barron's  brings  a  unique 
perspective — a  hard  look  instead 
of  a  glimpse  into  the  factors,  the 
people,  the  events  that  affect  the 
values  of  stocks,  bonds,  real  estate, 
commodities — all  investments. 

If  you  are  an  investor,  you 
should  become  a  Barron's  reader. 
See  for  yourself  how  this  unique 
weekly  can  give  you  money-mak- 
ing insights  you  are  not  likely  to 
find  anyplace  else. 

Barron's  is  50^  a  copy  at  most 
newsstands;  $18  for  a  year's  sub- 
scription. Try  it,  and  you'll  agree 
— you  should  be  reading  Barron's 
every  week. 


BARRON'S 

National  Business  and  Financial  Weekly 

A  Dow  Jones  Publication 

30  Broad  Street,  New  York,  N.  Y.  10004 


58 


FORBES,  FEBRUARY  15,  1968 


The  Forbes  Ina 

rov" 

DEC. 
JAN.  1 
FEB.    . 
MAR.  . 
APRIL 
MAY    . 
JUNE 

A 

117.2 

JULY     .. 

111.6 

cr/v 

J67  116.8 

114.0 

AUG.      ... 
SEPT 

114.1 

114.2 

Comprised  of  ttie  fcllomng  componeiYts. 

112.5 

111.0 

OCT 
NO> 
DEC 
JAN 

r 

.115.2 

/ 

.117.3 

►  How  much  are  we  producing?  (FRB  index) 

110.5 

111.6 

119  4 

.  (Dreiim.)  119.6       1 

►  How  many  people  have  been  laid  off?  (U.S.  Dept.  of  Labor  initial  unemployment  claims) 

►  How  intensively  are  we  working?  (BLS  average  weekly  hours  in  manufacturing) 

LL   DATA   FOR   1967   REVISED 

►  How  much  hard  goods  are  we  ordering?  (Dept.  of  Comm.  durable  goods  new  orders 
of  last  3  months  related  to  inventories) 

1 

1 
1 

1 

1 

135 
130 

125 
120 
115 

►    How  much  are  people  spending?  (Dept  of  Comm.  department  store  sales) 

1 
1 

1 

►  How  much  are  we  building?  (Dept.  of  Comm.  private  non  farm  housing  starts) 

►  How  much  are  workers  earning?  (Dept.  of  Comm.  personal  income  in 

manufacturing  and  mining) 

1 
1 

1 

1 
1 

1 

1 

1          g, 

^ 

►   Are  consumers  taking  on  more  or  less  debt?  (Federal  Reserve  net 
change  in  consumer  installment  debt) 

1        / 

y  1 

:    > 

1 

V 

\ 

Solid  line  is  computed  monthly;  broken  line  is  preliminary. 

1.*.  > 

t       < 
/        1 

1 

1 
1 

1 

V. 

^ 

** 

-f 

Period  of  Economic 
Recession  as  defined 
by  National  Bureau 
o»  Economic  Research 

1          *. 

1 

/T^ 

1 
1 
1 

1 

1 
I 

yr 

1 

1 
1 

1 

1 
1 

k. 

/     1 
/       ' 

/  > 

^i 

/^y 

1 

1 

1 
1 

1 
1 

^s^ 

/   : 

/ 

*« 

^ 

iy 

*    1 

I 

1 

1 

1 
1 

1 

1 

\ 

i   / 

I 

k 

/ 

1 
1 

1 

i 

1 
t 

1 
1 

1 

n 

UJ 

s 

ff 

s 

Ul 

L    ■/ 

I 

\ 

r' 

1 
1 
1 

1 
1 
1 

1 
1 

E 

m 

Ul 

.  ■ 

V 

I 

1 

1 

1 

1 
1 

>i 

■ 

¥, 

J 

1 

1 

1 
1 

1 

1 
1 

1 

1 
1 

< 

1957 

Kt?%f;      1959 

1960 

1961 

1962 

1963 

1964 

1965 

1966 

'67 

1967    1 

The  Econo-Masochists 


M.WBE  it's  masochism,  maybe  it's  a  feeling  of  guilt,  maybe 
it's  genuine  unease.  Whatever  the  reason,  there  is  abroad 
in  the  land  an  extraordinary  amount  of  pessimism,  con- 
sidering that  the  economy — as  reflected  in  the  Forbes 
Index  above — is  pushing  close  to  the  all-time  high  reached 
in  mid-1966. 

One  of  the  more  flamboyant  of  the  econo-masochists 
is  newsletter  editor  Eliot  Janeway.  Prosperity  notwith- 
standing, the  U.S.  economy  is  in  deep  trouble",  Janeway 
believes,  not  because  o  the  war  in  Vietnam  alone  but 
because  the  Federal  Government  has  failed  to  prepare  the 
economy  for  war. 

The  results  are  higher  interest  rates,  a  greater  deficit, 
more  inflation  and  a  growing  and  potentially  dangerous 
^unrest  among  middle-class  taxpayers.  On  top  of  this,  Jane- 
way fully  expects  a  sharp  break  in  the  stock  market,  per- 
haps as  soon  as  spring,  resulting  in  bargains  for  those 
investors  with  ready  cash. 

"This  is  the  first  inflationary  spiral  where  cash  has  been 
at  a  premium,"  he  says.  "Cash  will  buy  you  bargains  in 
property,  equipment,  companies  and  short-term  stocks  and 
bonds.  I'm  bearish  on  stocks  and  bonds  but  very  bullish 
about  real-estate  stocks."  (He  is  the  third-largest  share- 
holder in   Realty   Equity  Corp.) 

Janeway  is  a  long-time  newsletter  writer  (The  Janeway 
Service),  syndicated  columnist  and  economic  consultant. 
Most  recently,  he  is  author  of  The  Economics  of  Crisis: 
War,  Politics  and  the  Dollar,  which  was  published  last 
month  (Wey bright  and  Talley,  New  Vork,  317  pages, 
$10).  "We  are  now  in  a  full-fledged  dollar  crisis,"  Jane- 
way continues.  "I  felt  I  could  not  tell  this  story  in  journa- 
listic terms,  so  I  decided  to  write  a  book  and  time  its 
publication  for  now." 


In  Crisis,  Janeway  traces  the  relationship  of  war  and  the 
economic  health  of  the  U.S.  from  the  Revolution  to  Viet- 
nam. He  concludes  that  all  previous  wars  have  spurred 
the  American  economy  by  bringing  it  under  government 
control.  But  now,  the  economy  is  already  under  govern- 
ment control  without  the  war,  and  for  the  first  time  our 
economy  is  not  growing  as  fast  as  the  cost  of  combat. 
This  means  that  no  device  exists  to  finance  war.  "I've  tried 
to  show  in  my  book  why  our  theories  aren't  working," 
Janeway  explains.  "In  the  middle  of  a  war,  unplanned 
expenses  are  causing  a  contraction  in  the  economy.  We 
should  expect  to  experience  continuous  frustration  as  long 
as  we  believe  that  peace  is  normal  and  war  is  an  inter- 
ruption of  normalcy." 

Janeway  doesn't  expect  that  war  expenses  will  lead  to 
early  devaluation  of  the  dollar.  But  he  says  that  other 
countries,  such  as  Canada  and  Japan,  will  devalue.  This 
will  lead  to  a  flood  of  imports  into  the  U.S.  with  a  catas- 
trophic effect  on  profit  margins.  The  U.S.  dollar  will  be 
overvalued  and  there  will  be  a  bad  credit  shortage  and 
high  interest  rates.  In  addition  there  will  be  a  squeeze  on 
income  and  pressure  on  consumer  morale.  "People  already 
see  that  imports  are  chopping  down  on  their  overtime," 
Janeway  says,  "especially  in  the  auto  and  electrical  goods 
industries.  That,  coupled  with  the  increase  in  social  se- 
curity taxes,  which  is  having  a  bad  effect,  scares  people  into 
saving.  People  in  the  30%  bracket  are  suddenly  aware 
that  they  can't  keep  even."  Would  the  proposed  10%  sur- 
tax aggravate  the  fears  of  the  middle  class  or  would  it 
reduce  inflation?  "The  surtax  is  dead,"  declares  Janeway. 
"In  fact,  it  never  was  alive." 

Janeway  likens  the  current  reaction  of  the  middle  class 
to  that  of  the  upper  class  a  few  years  ago,  when  the  top 
tax  bracket  was  91%.  "That  rate  was  punitive,"  he  says. 
"Now  the  same  thing  is  happening  to  the  middle  class. 
But  where  the  rich  found  ways  to  deal  with  high  tax  rates, 
(Continued  on  page  77) 
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DO  YOU  KNOW  THE 
SIGNS  OF  A  RIPE  MARKET? 


If  you  want  to  harvest  profits  from  the  stock 
market,  you  need  to  know  two  things-. 

1.  When  to  be  active. 

2.  When  to  leave  it  alone. 
Our   informative    booklet   "A    POSITIVE    IN- 
VESTMENT  PROGRAM"    may   help   you    to 
decide  which!   It's  yours  through  this— 

SPECIAL  TRIAL  OFFER 

5  full  weeks  of  Investors  Research  Reports. 
These  reports  cover  600  leading  stocks  and 
provide  other  valuable  information,  PLUS 
the  "Positive  Investment  Program"— all  by 
air  mail  for  only  $1.  Fill  in  this  coupon  now. 

""investors  RESEARCH  company"' 

Dept.  F-2,  924  Laguna  Street, 
Santa  Barbara,  California  93102 

For  $1  please  air  mail  my  trial 
subscription  plus  your  Positive 
Investment  Program. 


Name 

Address 
City 


-State 


-Zip 


Growth 
industry 


A  MUTUAL 

FUND 

INVESTING 

^m^^^^^  IN  COMMON 

snareSpinc.  shocks 


You  Buy  Direct 


GIS  HAS  NO  SALESMEN... pays  no  commissions 
Prices:  Net  Asset  Value  per  share  plus  3% 
on  investments  under  $2000,  graduating 
down  to  1%  on  $25,000  or  more. 

Mail  coupon  below  for  copy  of  prospectus. 


■  Growth  Industry  Shares,  Inc.,  Room  1000-D 
6  N.  Michigan  Ave.,  Chicago,  III.  60602     H 
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State. 


-ZIP- 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schuiz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  York  Stock  Exct)inge 
120  Broadway,  N.  Y.  10005 
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MARKET  COMMENT 


by  L  O.  HOOPER* 


Facing  The  Facts 


The  stock  market  has  been  on  a 
speculative  binge,  but  it  is  sobering  up 
— and  the  experience  is  unpleasant.  It 
takes  time  to  correct  excesses  and 
eventually  the  excesses  are  usually 
"overcorrected."  It  is  too  early  to  tell 
when  and  where  the  next  binge  will 
start  or  how  far  it  will  go,  but  it  cer- 
tainly will  not  begin  until  after  a  rest. 
Right  now  we  are  occupied  with  the 
punishment  for  our  folly. 

There  is  real  drama  in  the  price  col- 
lapse in  Litton  Industries.  This  stock 
was  the  most  glamorous  of  the  glam- 
ours. Investors  bought  the  stock  at 
40  or  50  times  earnings  on  faith  and 
on  management.  Per-share  earnings 
had  always  gone  up  and  so  had  the 
stock.  It  was  uncouth  for  an  analyst 
to  ask  questions  as  to  where  the  sales 
and  earnings  came  from  and  sour 
grapes  to  suggest  that  perhaps  some 
of  the  acquisitions  of  this  great  con- 
glomerate had  not  turned  out  as  well 
as  expected. 

Now  it  appears  that,  after  all.  not 
all  the  acquisitions  have  been  turning 
out  well,  that  per-share  earnings  no 
longer  are  increasing  and  that  there 
have  been  management  deficiencies. 
The  stock  is  down  from  IZO^/g  only  a 
few  months  ago  to  around  73  as  this 
is  written,  and  is  still  selling  at  some 
25  to  30  times  revised  estimates  of 
current  earnings.  We  are  even  getting 
newly  available  snatches  of  informa- 
tion as  to  what  is  going  on  in  the  vari- 
ous divisions!  And  it  is  not  according 
to  the  time-worn  script. 

Why  all  this  wry  comment  about 
Litton  Industries?  Because  there  are 
others,  which  have  been  selling  at  fan- 
tastic prices,  that  are  not  as  good  as 
Litton  or  at  least  not  as  reputable. 
There  really  is  no  other  stock  that 
could  give  such  an  impressive  object 
lesson  in  the  potential  overvaluation 
in  the  glamours.  There  is  no  other 
company  that  could  so  well  illus- 
trate the  managerial  problems  facing 
these  new  conglomerates.  And  most  of 
them  are  not  as  good  as  Litton. 

The  stock  market,  or  until  recently 
the  more  dynamic  part  of  it,  has  not 
been  going  down  because  of  the 
threat  of  higher  taxes,  the  problems  of 
the  balance  of  payments,  moderately 
disappointing  earnings  or  other  "out- 
side" factors.  It  has  been  losing  ground 
because  of  the  internal  state  of  the 
market     itself.     Stocks     have     been 


pushed  too  high  by  overspeculation. 
-Some  of  the  '"performance"  traders 
no  longer  are  able  to  sell  at  a  profit 
to  other  performance  traders.  In 
short,  the  more  venturesome  no  long- 
er are  "taking  in  each  other's  wash." 
The  old  practices  are  not  working 
any  more.  There's  doubt  where  con- 
fidence formerly  thrived;  and  there's 
still  overconfidence  to  liquidate. 

The  New  Leaders? 

How  far  will  this  go,  and  what  will 
it  do  to  the  averages?  That  remains  to 
be  seen.  Apparently  there  is  at  least  a 
partial  collapse  of  the  old  pattern  of 
vogues,  and  a  groping  for  new  pat- 
terns which  have  yet  to  develop.  Some 
say  that  the  military  shares,  the  elec- 
tronics, the  high-science  issues,  per- 
haps the  conglomerates  and  the  old 
fast-growth  issues  have  "had  it"  for  a 
time,  and  that  such  things  as  the  resi- 
dential building  stocks,  the  spending 
issues  and  some  of  the  better  blue 
chips  will  now  come  into  favor.  Others 
say  it  is  too  early  to  tell.  Usually,  in 
a  situation  like  this,  however,  the 
"good  girls"  have  to  suffer,  to  some  ex- 
tent, with  those  who  are  not  so  good. 

I  suspect  that  there's  no  hurry  to 
buy  most  stocks.  Some  of  the  equities 
which  look  like  better  values  to  me 
are:  Texas  Gulf  Sulphur  (110),  down 
from  160,  a  company  which  should 
be  able  to  earn  more  per  share  again 
this  year  in  spite  of  some  unfavorable 
factors;  Kroger  Co.  (23),  down  from 
42%  in  1966,  pays  $1.30  and  should 
earn  better  than  $2  a  share  in  this 
new  fiscal  year;  Squibb  Beech-Nut 
(44);  United  Aircraft  (75)  and 
Boeing  (78).  I  like  the  idea  of  buy- 
ing City  Investing  (54,  adjusted  for 
split)  and  Bangor  Punta  (53)  if  you 
are  still  willing  to  own  conglomerates. 
It  may  be  a  good  idea  to  keep  some 
of  your  powder  dry  until  you  know 
more  about  the  next  vogues.  The  old 
era  must  undergo  a  bit  more  liquida- 
tion before  the  new  pattern  emerges. 

Always  remember  that  over  the 
very  long  term  the  supply/ demand 
equation  in  stocks  is  bullish.  The  in- 
stitutions over  the  next  few  years  are 
sure  to  buy  huge  amounts  of  stock, 
the  bulk  of  which  will  probably  be 
blue  chips  rather  than  highly  specu- 
lative performance  issues.   ■ 

*Mr.   Hooper  is  associated  with  the   New  Vork 
Stock  Exchange  firm  of  W.E.  Hutton  &  Co. 
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OOOD  AS  THEY  ALL  ARE 

not  one  of  these  stocks  should  be  held  or  bought  or  sold 


General  Motors 
American  Telephone 
Pan  American  Airw^ays 
McDonnell-Douglas 
DuPont 


"W:  H.  Rorer 
Union  Carbide 
Standard  Oil  (N.  J.) 

Great  "Western 
Financial 


■  General  Electric 

■  U.S.  steel 

■  Itek 

■  Sperry  Rand 

■  Goodyear 


nor  should  any  one  of  the  other  stocks 
under  ^weekly  evaluation  by  Value  Line 


until  you  check  Value  Line's  objec- 
tive determinations  of  what  relative 
price  changes  you  can  reasonably 
expect  of  each— and  when. 

Value  Line's  70  research  special- 
ists devote  their  full  time  and  en- 
ergy to  these  questions.  Every  week 
they  classify  all  the  stocks  covered 
the  year  round  by  Value  Line  into 
one  of  five  groups  indicating  how 
they  are  likely  to  perfornn  in  the 
market,  relative  to  the  others,  in 
the  next  12  months. 

The  five  groups  are  designated  I 
(Highest),  II  (Above  Average),  III 
(Average),  IV  (Below  Average),  and 
V  (Lowest).  When  Value  Line  rates 
a  stock  I  (Highest)  for  probable 
year-ahead  market  performance,  it 
means  simply  that  this  stock  is 
one  of  the  group  that  will  probably 
go  up  most  in  a  rising  market  or 
down  least  in  a  falling  market,  rela- 
tive to  the  stocks  in  the  other  four 
groups;  II  (Above  Average)  stocks 
will  do  better  than  III  (Average),  III 
better  than  IV  (Below  Average),  and 
IV  better  than  V  (Lowest). 

And  for  the  next  three  to  five 
years,  the  same  determinations, 
from  I  down  to  V.  And  for  the  pe- 
riod beyond  five  years,  the  same 
ratings,  from  I  down  to  V.  And  for 
dividend  income  in  the  next  12 
months,  the  same  ratings,  from  I 
(Highest)  down  to  V  (Lowest). 

NOTE:  Not  every  one  of  the  more 
than  1400  stocks  will  perform  in 
the  market  in  accordance  with  its 
ratings.  But  such  a  large  percent- 
age have  in  the  past,  for  reasons 
that  are  logical,  that  you  owe  it  to 


yourself  to  check  every  stock  that 
you  now  hold  or  are  thinking  of 
buying  or  selling  with  Value  Line's 
objective  determinations  of  prob- 
ability. 

THE  COUPON  will  bring  you  for  the 
term  you  check  — one  year  for 
$167,  3  months  for  $44,  or  4 
weeks  for  $5— the  complete  weekly 
editions  of  The  Value  Line  Invest- 
ment Survey.  Each  edition  consists 
of  full-page  reports  and  ratings 
on  about  105  stocks,  the  12-page 
Weekly  Summary  of  Advices  &  In- 
dex, and  the  8-  to  12-page  Selec- 
tion &  Opinion  section . . .  plus  the 
monthly  Special  Report  on  insider 
transactions  and  quarterly  Special 


Report  on  mutual  fund  transac- 
tions, as  issued. 

BONUS  •  With  the  annual  or  three- 
month  subscription,  Value  Line 
will  ship  to  you  immediately  the  2- 
volume  Investors  Reference  Library 
which  will  give  you  the  latest  re- 
ports on  all  stocks  that  have  been 
published  prior  to  your  subscrip- 
tion. During  the  subscription 
period  all  1400  reports  will  be  up- 
dated. 

MONEY-BACK  GUARANTEE:  If  you 

are  dissatisfied  with  Value  Line  for 
any  reason,  return  the  material 
within  30  days  for  a  full  and  prompt 
refund. 


In  fairness  to  regular  subscribers,  who  pay  $167  a  year  for  The  Value  Line 
Investment  Survey,  we  cannot  make  the  $5  trial  for  4  weeks  of  service  avail- 
able to  anyone  who  has  already  had  such  a  trial  v^ithin  the  past  six  months. 


□  ONE  YEAR- $167 
(52  EDITIONS) 


□  3-MONTH  TRIAL-$ 44 
(13  EDITIONS) 


Send  me  the  complete  service  for  the  term  checked  plus 
—as  a  tx>nus— the  2-volume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the 
13  weeks  preceding  start  of  this  subscription. 
D  Payment  enclosed  D  Bill  me 


□  FOUR  WEEK  TRIAL-f5 
(4  EDITIONS) 

Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service  for  $5.  I  enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


Name  (please  print). 
Address  


AA16-52 


City. 


.State. 


Zip 


(Subscription  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents, 
please  add  5%  safes  tax;  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

THE  VALUE  LIINE 

IIVVESTMEIVT  SURVEY 

Published  by  Arnold  Bernhard  t,  Co..  Inc. 
S  EAST  44tli  STREET,  NEW  YORK,  N.  Y.  10017 
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STOCK  ANALYSIS 


by  HEINZ  H.  BIEL* 


Inauspicious  Beginning 


Tin:  Nr;w  yi;ar  started  on  a  sour  note 
with  the  ['resident's  proclamation  in 
defense  of  the  dollar,  and  from  that 
day  on  there  has  been  a  conspicuous 
absence  of  good  news.  It  is  hardly  siu- 
prising  that  the  stock  market  is  reflect- 
ing the  mood  of  the  country. 

Our  foreign  and  dt>mestic  problems 
are  thoroughly  intertwined.  Until  the 
unlorlunate  involvement  in  Vietnam 
is  concluded — and  I  can  sec  no  signs 
thai  we  are  getting  any  closer  to  that 
goal- -it  will  be  dillicult,  if  not  im- 
possible, to  .solve  such  problems  as 
inilation.  budget  deficits,  balance  of 
payments  or  the  tensions  in  our  cities. 
To  make  matters  worse,  this  is  also 
an  election  year  with  more  talk  than 
action,  and  the  talking  we  have  heard 
so  far,  from  both  sides,  has  not  in- 
spired much  confidence. 

The  only  bright  aspect  is  the  gen- 
erally healthy  state  of  the  economy. 
Even  if  a  surtax  of  as  much  as  10% 
should  be  impo.sed,  corporate  earnings 
are  likely  to  be  well  maintained  at 
last  year's  levels,  which,  after  all,  were 
quite  satisfactory  and  more  than  ade- 
quate to  support  the  recent  general 
level  of  slock  prices. 

For  the  past  year  or  so,  the  so- 
called  conglomerates  have  been  Wall 
.Street's  star  performers  and  the  dar- 
lings of  the  pertbrmance  funds.  The 
methodology  of  a  conglomerate  is 
basically  simple:  accelerating  sales 
growth  through  mergers  and  acquisi- 
tions: and  creating  rapid  per-share 
earnings  growth  by  leveraging  the  cap- 
ital structure  through  the  use  of  sen- 
ior securities.  Once  a  high  price/ 
earnings  ratio  has  been  attained  for 
the  common  stock,  reflecting  the  nim- 
bus o(  growth,  acquisitions  become 
even  easier.  You  simply  print  stock 
certificates  with  which  to  buy  other 
companies — and  often  at  very  fancy 
prices.  When  you  look  at  the  market 
performance  of  these  conglomerates, 
it  is  easy  to  understand  wh\  they  have 
become  stock  market  favorites: 


Company 

1966  Low 

1967/68 
High 

"Automatic"  Sprinkler 
City  Investing 
Gulf  &  Western  Ind. 
Walter  Kidde  &  Co. 

12% 
26 
18 
36 

74 

1381/2 
66  Vs 
87 

Ling  Temco  Vought 
Litton  Industries 
White  Consol.  Ind. 

254 
56V8 
23  V4 

169V2 

120% 

74Vi 

Litton  Industries  was  one  of  the 
earliest  and  one  of  the  most  spec- 
tacularly successful  conglomerates. 
Founded  only  15  years  ago,  the  com- 
pany grew  at  an  astronomic  rate.  .Sales 
were  $8.1  million  ten  years  ago.  $55.1 
million  in  1963,  and  nearly  $1.6  bil- 
lion in  the  last  fiscal  year.  Per-share 
earnings  grew  apace,  reaching  $2.54 
last  year.  With  a  record  like  that  it 
is  understandable  that  the  stock,  which 
has  yet  to  pay  its  first  cash  dividend, 
has  always  commanded  a  high  VJ  E 
ratio,  which,  in  turn,  facilitated  fur- 
ther acquisitions. 

Littons  formula  for  success,  its 
management  philosophy  and  its  meth- 
ods of  control  have  been  emulated  by 
many  other  companies.  Litton  alumni, 
who  know  the  techniques  and  are 
presumed  to  have  learned  the  magic 
touch,  are  well  represented  among  the 
new  conglomerates.  The  mere  arrival 
last  fall  of  a  Litton  man  at  Mattel 
may  have  contributed  much  to  that 
stock's  meteoric  rise  to  68  !4,  or  some 
45  times  last  year's  earnings. 

Raising  Doubts 

Suddenly,  in  an  unusually  frank 
letter.  Litton  told  its  shareholders  that 
second-quarter  earnings  would  be 
"substantially  "  lower  than  planned  for 
this  period.  "Certain  earlier  deficien- 
cies of  management  personnel"  (imag- 
ine, at  Litton!)  were  given  as  an 
explanation.  According  to  Wall  Street 
gossip,  the  January  quarter's  earnings 
will  be  only  30  cents  to  35  cents  a 
share  vs.  63  cents  for  the  correspond- 
ing period  a  year  ago.  If  this  can  hap- 
pen to  a  Litton,  how  vulnerable  are 
the  other  conglomerates? 

The  problem,  obviously,  is  whether 
it  is  feasible  to  manage  and  control 
successfully  a  multitude  of  unrelated 
businesses.  Will  the  management 
of  a  company  that  has  been  ab- 
sorbed remain  as  good  and  as  ambi- 
tious as  it  was  before  it  lost  its  identity 
as  a  public  corporation?  Maybe  Jimmy 
Ling  has  found  the  answer  by  restor- 
ing a  public  image  to  LTV  subsidiaries 
as  he  has  done  with  Wilson  &  Co., 
Wilson  Sporting  Goods,  Wilson  Phar- 
maceutical, LTV  Aerospace.  LTV 
Electrosystcms.  LTV  Ling  Altec,  etc. 

It    is    premature    to   judge    the    in- 

'Mr.   Biel    is  a  partner   in  the   New  York  Stock 
Exchange  firm  of  Emanuel,  Deetjen  &  Co. 


herent  soundness  of  the  conglomerate 
concept.  Textron,  I  believe,  has  al- 
ready proved  its  ability  to  maintain 
strength  by  weeding  out  the  less  suc- 
cessful divisions.  But  most  of  the  new- 
er conglomerates  have  yet  to  show 
that  they  can  grow  and  prosper  with- 
out^ the  continuous  infusion  of  new 
blood.  While  these  are  stocks  where 
the  action  is,  a  degree  of  cautious 
'.skepticism  on  the  part  of  the  investor 
would  seem  to  be  in  order. 

A  Hedge  for  Bears 

About  a  year  ago  Wall  Street  dis- 
covered the  so-called  dual-purpose 
funds,  and  over  half  a  dozen  such 
issues  were  sold  to  investors.  While 
they  differ  in  details,  the  basic  idea 
is  the  same:  one-half  of  the  capital 
raised  (income  shares)  gets  all  the 
income  and  in  all  probability  is  well 
assured  of  a  liberal  return  until  retire- 
ment at  the  original  net  asset  value 
at  a  specific  date  some  years  hence; 
the  other  half  (capital  shares)  gets 
no  income  at  all  but  is  entitled  to 
any  capital  gains. 

When  first  offered,  both  the  income 
and  the  capital  shares  were  sold  with 
the  usual  mutual  fund  selling  com- 
mission added.  Now  they  are  all 
traded  in  a  free  market,  mostly  on  the 
New  York  Stock  Exchange,  and  arc 
presently  selling  at  considerable  dis- 
counts from  net  asset  value.  While 
the  income  shares  are  not  particularly 
interesting  for  the  individual  investor 
who  can  do  as  well  or  better  in  bonds, 
the  capita!  shares  have  an  appealing 
characteristic.  Roughly  speaking,  for 
every  dollar  invested  you  have  about 
$2.50  working  for  you;  or,  putting  it 
difterently,  you  can  buy  a  stock  port- 
folio on  40%  (instead  of  70%)  mar- 
gin without  ever  risking  a  margin 
call.  If  you  want  even  more  leverage, 
you  can  buy  these  shares  on  margin, 
and  for  70  cents  you  acquire  the  ap- 
preciation potential  of  $2.50;  this  is 
equal  to  a  28%  margin. 

If  you  are  bearish  on  the  market 
and,  therefore,  heavily  i//if/<';invested, 
you  can  hedge  your  position  by  in- 
vesting in  these  capital  shares.  Then, 
if  you  were  wrong  and  the  market 
goes  up  contrary  to  your  expectations, 
the  leverage  factor  should  work  in 
your  favor.  But  remember:  no  divi- 
dends; and  leverage  can  also  work 
acainst  vou.  The  following  are  listed 
on  the  NYSE: 


Recent 

Net  Assets 

Company 

Price 

Per  Share 

Discount 

American  Dualvest 

IIVa 

$15.10 

22.2? 

Gemini  Fund 

12V8 

13.84 

12.4 

Hemisphere  Fund 

10^4 

12.78 

15.9 

Income  &  Capital 

9% 

11.84 

17.7 

Leverage  Fund 

11  V4 

13.15 

14.5 

Scudder  Duo-Vest 

8^8 

9,65 

13.2 
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Send  today  for  United's 

GROWTH-KIT  '68 

4  Special  Reports 

United  projects  extensive  growtli . . . 

analyzes  ttie  profit  possibilities  and 

risks  in  4  young  industries 

Facts,  figures  and  United's  specific  advice  on  which  stocks  to  buy 


GROWTH 
REPORT 


#1 


POLLUTION 

Growing  national  problem 

attracts  attention  of 
government  and  industry. 


GROWTH 
REPORT 

#2 


COMPUTERS 

United  evaluates  computer 
manufacturers,   software,  hardware,  and 
peripheral  equipment  stocks. 


Amer.  Air  Filter 
Beckman  Instr. 
Betz  Labs. 
Calgon  Corp. 
Cenco  Instr. 


Chromalloy 
Colt  Ind. 
Culligan 

Fischer  &  Porter 
Joy  Mfg. 
Lubrizol 


Naico  Chem. 
Research-Cottrell 
Ritter  Pfaudler 
Universal  Oil 
Zurn  Ind. 


Adams-Millis 
Burroughs 
Calif.  Computer 
Computer  Sciences 
Control  Data 
Data  Products 


Digital  Eqpt. 
Electronic  Assoc. 
Honeywell 
IBM 

Memorex 
Mohawk  Data 


Nat'l  Cash  Reg. 
Optical  Scanning 
Potter  Instr. 
Recognition  Eqpt. 
Sperry  Rand 
University  Comp. 


6R0WTH 
REPORT 

#3 


COMPUTER 
LEASING 

In  a  new  industry  of  only 
about  a  dozen  companies, 
which  does  United  favor? 


GROWTH 
REPORT 

#4 


ATOMIC 
ENERGY 

New  technological  breakthroughs  are 
expected  to  enhance  growth  potentials. 


Data  Processing  Fin.     Leasco  Data  Proc. 
GC  Computer  Levin-Townsend 

Management  Assis. 


Randolph  Computer 
Standard  Computers 


Babcock  &  Wilcox 
Combustion  Eng. 
EG&G 


General  Electric 
Homestake  Mining 
Kerr-McGee 
United  Nuclear 


Utah  Constr. 
Western  Nuclear 
Westinghouse 


PLUS  A  GUEST  SUBSCRIPTION  TO  UNITED  REPORTS 

Buy,  Hold,  Sell  advice  . . .  facts,  figures  on 

•  68  Growth  Stocks  for  Long-Term  Gains  •   12  Stocks  Most  Favored  by  Other  Services 

•  22  Better-Grade  Stocks  for  Profit  •     8  Stocks  with  Rising  Dividend  Patterns 

•  23  Speculations  for  the  Venturesome  •  22  Stocks  for  Above  Average  Yields 

.  .  .  and  much  more 


MAIL  POSTPAID  AIRMAIL  CARD  TODAY! 
SEND  NO  MONEY  .  .  .  WE  WILL  BILL  YOU 


UBsn 

UNITED  BUSINESS  SERVICE 

210  Newbury  St.,  Boston,  Massachusetts 021 16 


If  the  card  has  already  been  removed  simply  drop  us  a  postcard  at  Dept.  FM-8 
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How  fast 
should  you  expect  a 

$5,000  to  $50,000 

portfolio  to  grow 

under  investment 

management? 


Whether  you  are  investing  in  common  stocks 
for  retirement  income,  children's  education 
or  freedom  from  financial  worry,  you  want 
your  money  to  grow  as  rapidly  as  possible. 
Yet,  perhaps  for  reasons  beyond  your  con- 
trol, you  may  find  your  capital  is  not  build- 
ing up  as  fast  as  you  expect  it  to. 

To  help  solve  this  very  problem,  investors 
ui  more  than  55  countries  use  The  Danforth 
Associates  Investment  Management  Plan. 
The  professional  supervision  it  offers  can, 
we  believe,  work  to  balance  the  risks  of 
common  stock  investments  and  help  you 
better  achieve  your  capital  growth  goals. 

Find  out  how  you  may  begin  benefiting 
from  this  tested  plan  with  as  little  as  $5,000 
in  cash  or  securities.  For  a  free  copy  of  our 
42-page  descriptive  booklet,  including  a 
complete  10-year  "performance  record," 
simply  write  Dept.  S-57. 

THE  Dan  FORTH  Associates 
Wellesley  hills,  Mass.,  U.S.A.  oaiSi 

Investment  Management  •  Incorporated  1936 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  V4  to  V4 
higher. 

0«er  5,000  styles  $100  to  $100,000 


Send  for   FREE  80-PAGE  CATALOG 
EMPIRE  DIAMOND  CORP.,  DEPT.  46 
Empire  State  BIdg.,  New  York,  N.Y.  10001 


NAME  . 


ADDRESS 


ZIP 


TECHNICIAN'S  PERSPECTIVE 

by  JOHN  W.   SCHULZ^ 

The  Old  Gray  Mare 


Over  the  past  71  years,  since  Dow 
Jones  &  Co.  first  began  publishing  a 
daily  stock  price  average,  investors 
everywhere  have  come  to  accept  the 
Dow-Jones  industrials  as  the  symbol  of 
the  U.S.  stock  market  and  its  fluctua- 
tions. To  almost  everyone,  a  gain  in 
the  Dow  means  a  strong  market;  a 
drop  in  the  average,  a  weak  market. 
But  stock-market  analysts  on  the  look- 
out for  significant  trend  reversals  have 
long  learned  to  keep  a  close  check  on 
the  veracity  of  the  Dow.  In  the  past, 
especially  after  a  good  advance,  the 
industrials  have  had  a  way  of  display- 
ing conspicuous  strength  while  the 
broad  mass  of  common  stocks  moved 
in  a  flat  or  declining  price  trend.  This 
sort  of  trend  divergence  between  a  de- 
ceptively strong  Dow,  on  which  all 
eyes  are  focused,  and  a  sloppy  general 
market  has  usually  foreshadowed  a 
sizable  intermediate  downtrend  and, 
when  it  occurred  late  in  a  bull  market, 
even  a  major  downtrend. 

On  the  other  hand,  serious  trouble 
has  not  often  developed  when  the  mar- 
ket at  large  turned  in  a  better  per- 
formance than  the  Dow  either  by  ad- 
vancing more  strongly  or  by  falling 
more  reluctantly  than  the  average.  A 
behavior  pattern  of  this  kind  was  very 
much  in  evidence  during  the  past  16 
months,  when  the  bulk  of  the  market 
first  outclimbed  the  Dow  and  then, 
during  the  October-November  and 
January  reactions,  was  demonstrably 
more  resistant  to  selling  pressures.  This 
persistent  "better  than  average"  per- 
formance by  the  non-Dow  market  is 
one  of  the  reasons  why  this  column 
has  been  unwilling  to  accept  the  bear- 
market  implications  that  inveterate 
Dow-watchers  have  been  reading  into 
the  chart  profile  of  the  DJI. 

Outclassed 

Moreover,  the  fact  is  that  the  Dow's 
importance  within  the  framework  of 
the  over-all  stock  market  has  been 
shrinking  from  year  to  year  and  is  now 
perhaps  surprisingly  small.  Forty  years 
ago,  the  30  DJI  stocks  accounted  for 
nearly  75%  of  all  stock  values  on  the 
New  York  Stock  Exchange.  By  1949, 
when  the  big  post-World  War  II  bull 
market  began,  they  were  worth  only 
some  45%  of  the  whole  Big-Board  list. 
Today  the  Dow  represents  no  more 
than  about  25%  of  the  total. 


• .  In  recent  years,  too,  its  30  blue-chip 
component  corporations  have  been 
badly  outclassed  by  the  rest  of  the 
NYSE  list.  In  1960,  at  the  start  of  a 
six-year  business  expansion,  their  col- 
lective reported  net  income  was  equal 
to  about  20%  of  all  corporate  after- 
tax earnings;  in  1967  it  was  probably 
no  better  than  18.5%  of  the  total.  Be- 
tween 1960  and  1967  the  Dow's  earn- 
ings rose  an  estimated  63%.  a  re- 
spectable gain;  but  all  other  corporate 
earnings  climbed  nearly  80%.  The 
discrepancy  was  recognized  in  the  mar- 
ket place;  during  the  same  period,  the 
30  DJI  stocks  scored  a  maximum  price 
gain  of  about  66%,  while  the  much 
broader  Standard  &  Poor's  index  of 
475  industrials  and  the  all-common- 
stock  NYSE  composite  advanced  al- 
most 88%  and  90%,  respectively. 
(The  close  relationships  between  price 
and  earnings  gains  suggest,  inciden- 
tally, that  at  the  market  highs  of  last 
autumn  neither  the  Dow  nor  the  more 
comprehensive  indices  had  moved  sig- 
nificantly ahead  of  the  underlying 
fundamentals.) 

The  Supply-Demand  Factor 

In  any  case,  the  30  DJI  stocks  and 
the  relative  handful  of  similar  major 
blue  chips  could  hardly  have  absorbed 
the  rising  tide  of  investment  money 
seeking  employment  in  common  stocks. 
Over  the  past  ten  years  the  Dow 
gained  some  $65  billion  in  aggregate 
market  value.  During  the  same  period, 
institutional  investors  poured  close  to 
$45  billion  into  the  stock  market. 
Most  of  them  assembled  a  big  port- 
folio of  DJI-type  issues  in  the  1950s 
and  probably  have  since  added  to 
these  holdings  only  enough  to  preserve 
a  certain  conformity  with  traditional 
investment  concepts.  Most  of  them 
probably  have  long  been  pretty  well 
saturated  with  such  commitments  and 
therefore  they  simply  had  to  find  other 
outlets  for  unending  new-cash  receipts. 
Besides,  how  much  more  of  the  con- 
ventional blue  chips,  already  in  limited 
supply,  could  they  have  bought  with- 
out driving  them  to  hopelessly  out- 
landish heights?  As  it  was,  a  good 
deal  of  the  money  went  into  the  major 
growth  stocks,  which  have  replaced 
the   "heirloom"   stocks   of   an   earlier 

*Mr.  Schuiz  is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Wolfe  &  Co. 


66 


FORBES,  FEBRUARY  15,  1968 


generation    as    sacred    cows. 

But  even  this  new  field  was  com- 
paratively limited,  and  the  favorites  in 
it  have  long  been  selling  at  luxury 
prices.  So  the  institutions  had,  in  effect, 
little  choice  but  to  funnel  a  substantial 
part  of  their  cash  inflow  toward  what 
technical  analysts  commonly  refer  to 
as  the  "breadth"  of  the  market.  As  a 
result,  present-day  institutional  port- 
folios are  heavily  studded  with  the 
names  of  stocks  that  used  to  be 
lumped  together  under  the  general 
description  of  "secondary  issues"  and 
that,  15  or  20  years  ago,  no  self-re- 
specting analyst  would  have  dreamed 
of  recommending  to  a  portfolio  man- 
ager. But  even  then,  a  great  many  of 
these  stocks  represented  excellent  val- 
ues: in  recent  years,  they  have  finally 
gained  acceptance.  No  wonder  the 
market  at  large  has  been  able  to  out- 
perform the  Dow. 

Under  these  conditions — and  I 
doubt  they  will  change  in  a  hurry — the 
traditional  notion  that  the  Dow  is  the 
market,  or  even  that  the  market  nuist 
follow  the  Dow.  has  become  more  un- 
realistic from  year  to  year.  On  the 
contrary,  there  has  been  mounting 
evidence  that  the  shoe  is  on  the  other 
foot  and  that  the  market  at  large  leads 
the  Dow  more  often  than  not.  There- 
fore, if  you  must  be  a  Dow-watcher, 
make  sure  the  average  is  telling  you 
the  true  story  of  the  general  market. 

Values  in  Blue  Chips 

Even  so.  the  major  old-line  indus- 
trial blue  chips  need  not  be  per- 
manently neglected  or  ignored  as 
fruitful  investment  media.  In  the  not- 
too-distant  future,  when  some  of  the 
new  investment  funds  being  organized 
by  big  insurance  companies  start  to 
operate,  stocks  of  this  type  could  bene- 
fit noticeably,  because  these  funds  may 
probably  want  to  lay  in  a  supply  of 
them — at  the  least  as  a  concession  to 
orthodoxy.  Also,  many  of  the  standard 
blue  chips  often  come  down  to  attrac- 
tive price  levels  during  periods  of 
.general  market  weakness.  For  example. 
the  retreat  from  last  month's  highs 
probably  brought  stocks  like  du  Pont 
(about  155).  General  Electric  (about 
89)  and  Westinf>hoiise  Electric  (about 
62)  into  a  long-pull  buying  range. 

Investors  who  like  blue-chip  values 
at  a  discount  might  also  look  at  Great 
American  Holding  Corp.  (formerly 
Great  American  Insurance).  This 
stock  can  be  bought  for  substantially 
less  than  liquidating  value,  which  is 
represented  almost  entirely  by  an  in- 
vestment portfolio  of  marketable  se- 
curities. Thus,  at  the  recent  price  of 
about  31,  a  buyer  may  be  paying  little 
or  nothing  for  possible  success  of  the 
company's  new  plans  for  profitable 
diversification.  ■ 


ene€^  S^M^  ^  ^^^, 


^fi^^A  a  ^^en^^fi^ 


As  we  enter  upon  our  second  hundred  years,  we  are 
moved  to  wonder  how  much  can  be  learned  in  a  cen- 
tury of  intense  financial  activity. 

That  has  to  encompass  a  lot  of  history. 

You  become  an  active  observer  or  participant  as  na- 
tions rise  and  fall,  Industries  rise  and  fall,  companies 
rise  and  fall. 

There  are  booms.  Panics.  Business  cycles.  Wars.  Po- 
litical upheavals.  Far  reaching  changes  in  the  price  of 
gold  and  in  international  exchange.  In  point  of  time, 
we  antedate  the  official  adoption  of  the  gold  standard 
by  the  United  States. 

And  as  things  change,  experience  accumulates.  A 
"feeling"  is  acquired  for  the  economy,  for  the  stock 
market,  for  coming  domestic  and  international  events. 
Not  foresight.  Just  a  sensing.  But  it  might  prove  use- 
ful to  you. 

We  invite  you  to  participate  with  us  in  the  heady  cen- 
tury ahead! 


Spencer  Trask  &  Co. 


February  1, 1968 
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Do  YOU 
KNOW... 

that  you  can  retain  the 
services  of  your  own 
experienced  investment 
consultant  for  only  ^180 
a  year? 


Do  you  know  that  this  man  is  a  member  of 
an  organization  that,  for  over  64  years,  has 
been  helping  people  manage  their  invest- 
ment portfolios? 

HERE  IS  WHAT  BABSON'S  INVESTMENT 
ADVISORY  SERVICE  CAN  DO  FOR  YOU 

•  As  a  Babson  client,  you  w/ill  have  Invest- 
ment consultation  privileges  with  your  own 
Babson  Consultant.  You  may  contact  him 
gither  by  mail,  'phone,  wire,  or  in  person. 
He  will  give  you  specific  unbiased  action 
advice.  His  recommendations  to  you  will 
be  based  on  the  combined  findings  of 
Babson's  Research  Department  and  In- 
vestment Committee. 

•  A  complete  analysis  of  your  estate  and 
portfolio  will  be  made  by  a  team  of  invest- 
ment specialists,  who  will  set  up  a  program 
in  line  with  your  objectives. 

•  Your  registered  securities  will  be  under 
continuous  study  by  Babson's  Research 
Department,  and  you  will  be  automatically 
notified  whenever  we  think  changes  in  the 
Market  picture  require  your  immediate 
attention. 

•  Every  Monday  morning  you  will  receive 
an  informative  bulletin  to  keep  you  up  to 
date  on  Market  situations  and  investment 
news. 

Remember,  Babson's  is  not  merely  a 
bulletin  service,  but  an  individualized  in- 
vestment advisory  service.  It  has  effec- 
tively served  thousands  of  investors  over 
the  last  half-century. 

If  your  portfolio  amounts  to  $7500  or  more, 
we  may  be  able  to  be  of  great  benefit  to 
you.  Wouldn't  it  add  to  your  peace  of  mind 
knowing  that  your  investment  decisions 
were  being  guided  by  one  of  the  country's 
oldest  and  largest  Investment  Advisory 
Organizations? 

ACT  NOW!  Mail  the  coupon  below  for  a 
free  brochure  which  explains  in  detail  how 
Babson's  might  help  you  to  BUILD  & 
PROTECT  your  Investment  Portfolio. 


Please  send  me  your  free  brochure  on  Bab- 
son's Investment  Advisory  Service. 


Name  ^ 
Street. 
City 


.State 


1904 


1968 


THE  MARKET  OUTLOOK 

by  SIDNEY  B.  LURIE* 


Market  Factors — Plus  &  Minus 


BABSOIN'S  REPORTS  incs. 

WELLESLEY  HILLS,  MASS.  02181 
DEPT.   F-249 


What's  been  troubling  the  market? 
In  my  opinion,  a  number  of  consid- 
erations: some  factual,  such  as  slug- 
gish automobile  sales  and  an  above- 
normal  national  disposition  to  save 
rather  than  spend;  some  psychological, 
such  as  renewed  fear  of  another  mon- 
ey "crunch"  and  disappointment  that 
Vietnam  has  not  moved  closer  to  set- 
tlement. And  there  have  been  internal 
factors,  too,  those  peculiar  to  the 
structure  of  the  market  itself.  For 
example,  the  change  in  issue  emphasis 
away  from  last  year's  most  highly 
exploited  areas,  which  I  spoke  of  in 
past  columns,  has  been  "rubbing  off" 
on  other  sections  of  the  list.  Also, 
shortened  trading  hours  highlighted 
the  fact  that  there  have  been  specu- 
lative excesses  requiring  correction. 

I  believe  it  was  the  combination  of 
all  these  factors,  rather  than  just  the 
headlines  from  the  Far  East,  that 
found  the  over-all  price  structure  vul- 
nerable. To  express  it  a  little  differ- 
ently, I  doubt  that  the  new  turbulence 
in  the  Far  East  can  be  measured  as 
a  market  force.  The  decline  started 
before,  not  after,  the  Korean  incident. 
And  the  market  has  indicated  an  in- 
vestment preference  for  peace  rather 
than  war  stocks — note  the  divergent 
action  of  the  aircrafts  and  foods. 
International  tensions  are  a  fact  of 
market  life,  and  are  recognized  as 
such  by  the  serious  security  buyer. 

On  the  Defensive,  but  .  .  . 

Although  the  barometric  history  of 
poor  Januarys  puts  the  constructive 
case  on  the  defensive,  I'm  not  at  all 
sure  that  the  security  buyer  faces  "an- 
other 1966"  or  "another  1962."  It's 
not  just  that  the  stock  market  rose 
to  a  new  high  after  last  summer's 
cooling  off  period,  or  that  speculative 
booms  usually  peak  several  months 
before  a  general  market  peak,  or  that 
the  price  trend  usually  is  upward  in 
election  years  (when  the  party  in 
power  is  reelected).  Nor  is  it  that  the 
market  as  a  whole  has  been  acting  far 
better  than  the  popular  averages  in 
many  past  weeks,  while  the  reverse 
was  true  at  previous  major  market 
tops.  Rather,  it  seems  to  me  that  there 
is  some  danger  of  overexaggerating 
the  importance  of  a  correction  that 
may  have  been  partly  occasioned  by 
a  misreading  of  the  fundamentals. 


.1  suspect  that  too  much  is  being 
made  of  the  fact  that  savings  appar- 
ently are  a  new  status  symbol.  While 
the  difference  between  the  current  and 
"normal"  savings  rate  represents  an 
important  potential  stimulus — and 
there  is  little  question  that  the  1968 
business  outlook  is  heavily  dependent 
on  consumer  spending — I  doubt  that 
this  restraint  will  brake  the  current 
upturn.  For  one  thing,  with  industrial 
production  increasing,  so  are  the  work 
week  and  overtime,  which  means  more 
dollars  in  the  spending  stream.  Past 
experience  indicates  that  this  will  be 
followed  by  higher  installment  pur- 
chases of  durable  goods.  The  sharp 
growth  in  personal  income  in  recent 
months  now  will  be  accelerated  by 
wage  increases  for  government  and 
other  employees,  a  rise  in  the  min- 
imum wage  rate,  higher  Social  Se- 
curity benefits.  Increased  personal 
income  should  be  translated  into  in- 
creased consumer  purchasing  even  if 
the  savings  rate  remains  high. 

While  there  is  no  question  that  the 
Federal  Reserve  Board  has  moved  to 
a  policy  of  restraint,  it's  easy  to  over- 
look the  fact  that  credit  policy  is  dic- 
tated by  a  wide  variety  of  considera- 
tions, and  the  emphasis  today  is  on 
avoiding  a  boom-and-bust  cycle. 
There  is  usually  a  lag  before  a  really 
restrictive  policy  (which  I  do  not  ex- 
pect) has  decisive  impact  on  stock 
prices.  Furthermore,  I  believe  fears 
that  the  business  upturn  will  be 
"choked  off"  by  a  lack  of  credit  un- 
derestimates the  improvement  in  bank- 
lending  ability  during  the  past  year, 
plus  the  prospect  that  corporate  bor- 
rowings will  be  less  this  year.  The 
prospect  of  a  smaller  government  defi- 
cit than  was  forecast  some  months  ago 
means  that  demand  from  this  source 
can  be  more  easily  accommodated. 

In  my  opinion,  the  credit  back- 
ground and  prospect  suggest  that  there 
are  speculative  opportunities  in  the 
bond  market,  either  in  long-term  gov- 
ernment bonds  (which  can  be  bought 
on  low  margin)  or  low  coupon  cor- 
porate issues  (which  can  be  "banked") 
that  were  floated  years  ago.  The  pres- 
sures which  have  pushed  interest  rates 
to  record  highs  in  the  new-issue  mar- 
ket have  forced  price  declines  in  al- 

*Mr.  Lurie  is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Josephthal  &  Co. 
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How  much  can  making  the  wrong 
decision  about  a  stock  cost  you? 

^100?  1,000?  nO,000?  More? 


MOODY'S' 'Handbook  of 
Common  Stocks"  costs  only  $12. 

Its  1040  pages  are  filled  with  facts, 
charts  and  opinions  to  help  you  make 
sound  decisions  about  hundreds  of 
stocks. 


Practically  every  stock  listed  on  the  New  York  Stock 
Exchange  is  covered.  As  well  as  practically  every 
stock  listed  on  the  American  Exchange.  Plus  125 
important  unlisted  stocks.  2214  stocks  in  all! 


Latest  available  data  given  for  2214  stocks  include ; 

Nature  of  Business 
Ticker  Symbol 
Revenues 


Workinjf  Capital 
Senior  Capital 
Number  of  Shares 
Interim  Earnings 
Price-Earnings  Ratio 


Dividend  Payments 

Period 

Record  Date 

Payment  Date 

Last  Amount 
Average  Yield 
Price  Range  (Recent) 
Price  Range  (10  years) 


Years  Cash  Dividends  Consecutively  Paid 
Earnings  per  Share  for  Past  3  Years 
Dividends  per  Share  for  Past  3  Years 
Number  of  Institutions  Owning  Stock 
Number  of  Shares  Institutions  Own 

Even  more  information  is  given  for  1000  widely 
held  stocks.  A  full  page  is  devoted  to  each. 

The  Comment  at  the  top  of  the  page  immediately  gives 
Moody's  opinion  of  the  company's  potential  and  quality 
(High,  Investment,  or  Medium  Grade,  or  Speculative). 
Succinct  paragraphs  describe  the  company's  Background, 
Recent  Developments,  and  Prospects. 

Figures  are  given  not  only  for  all  the  categories  noted 
above  but  for  Cash  Flow,  Net  Income,  Operating  Profit 
Margin,  and  Dividend  Payout  as  well.  In  each  category, 
where  appropriate,  the  data  is  given  for  each  year  for 
eleven  years. 
Also  included  are  Number  of  Stockholders,  etc. 

The  price  movements  of  each  of  these  1000  stocks 
are  charted  for  many  years  — in  most  cases  for  the 
past  16  years. 

On  each  chart  there  are  two  additional  trend  lines :  One 

is  Moody's  Industrial  Average.  The  other  is  the  industry 

group  average. 

In  addition,  the  company's  earnings  and  dividends  per 

share  are  shown  along  with  the  year  on  each  chart  so  that 

you  readily  relate  earnings  and  dividend  changes  to  price 

trends. 


Moody's  Industrials,  Utilities  and  Railroads  are 
each  separately  plotted  against  earnings  and  divi- 
dends from  1929  on. 

And  an  introductory  section  defines  terms,  describes 
what  you  can  tell  from  the  tables,  besides  briefly 
summarizing  factors  pertaining  especially  to  (a) 
railroads  and  airlines  (b)  utilities  (c)  investment 
companies  (d)  insurance  companies. 

Haven't  you  often  wished  you  had  these  facts, 
charts,  and  unbiased  opinions  right  on  hand? 

Wouldn't  owning  Moody's  Handbook  of  Common 
Stocks  help  reduce  the  possibilities  of  your  making 
wrong  decisions  about  what  stocks  to  buy?  And 
which  to  sell  ?  Isn't  it  likely  that  Moody's  Handbook 
will  prove  to  be  worth  many  times  its  price  of  $12? 

The  sooner  you  send  for  the  Handbook,  the  sooner 
it  can  help  you  make  sound  decisions.  Mail  the  cou- 
pon today. 


MOODY'S  INVESTORS  SERVICE,  INC. 
99  Church  Street,  New  York,  N.Y.  10007 

Please  send  me  Moody's  Handbook  of  Common  Stocks  con- 
taining vital  facts  on  2214  stocks. 

n  Bill  me  $12  plus  a  nominal  amount  for  postage  and  han- 
dling. If  not  completely  satisfied,  I  will  return  the  book  within 
10  days  without  cost  or  obligation. 

D  I  want  to  save  postage  and  handling  cost.  Check  for  $12  is 
enclosed.  If  lam  not  completely  satisfied,  I  will  return  the  book 
within  10  days,  and  Moody's  will  promptly  refund  $12  to  me. 


Name  (printed) 


Address 


City" 


State 


Zip  Code 


30-68 
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Vlfe  analyze 
the  chemicals  and 
forecast  an  upturn. 


Our  February  Monthly  Letter  con- 
centrates on  the  chemical  industry, 
because  we  are  projecting  sales  and 
earnings  gains  for  the  major  chem- 
ical companies  and  now  see  buying 
opportunities  in  undervalued 
situations. 

The  Letter  considers  all  the 
important  factors  affecting  the 
industry:  financial  (world  trade 
and  foreign  investment,  labor  ne- 


gotiations, mergers);  profitable 
products  (synthetic fibers,  plastics, 
etc. ) ;  and  the  current  positions  of 
individual  companies.  It  tells  why 
both  fiber  and  plastic  sales  are 
growing.  And  it  presents  statistical 
material  for  16  major  chemical 
companies,  of  which  we  recom- 
mend three  in  particular.  For  your 
copy,  simply  mail  this  advertise- 
ment. 


Successful  investors  know  Good  body 


@ 


GOODBODY  St  CO. 


ESTABLISHED  1891  55  BROAD  STREET,  NEW  YORK 

Members  New  York  Stock  Exchange  and  Leading  Stock  and  Commodity  Exchanges  •  Over  90  Offices  Throughout  the  Nation 


American^ 
quality  brands 

Products  of  c/'/ik/  fJ^Tne/ujzciTv  Uut^<ijze<^^:^^<rmp,€i/n^ 


AND  SUBSIDIARIES 

250rH  COMMON   DIVIDEND 

A  regular  dividend  of  Forty- 
five  Cents  (  45j! )  per  share 
has  been  declared  upon 
the  Common  Stock  of 
The  American  Tobacco 
Company,  payable  in  cash 
on  March  1,  1968,  to  stock- 
holders of  record  at  the  close 
of  business  February  8,  1968. 
Checks  will  be  mailed. 

C.  A.  Mehos,  Treasurer 

January  30, 1968 


'  ^»  -^  *»  -*  ^  ^»  ^  t^?-*    ' 


®KRISPI 

Salt'me  CRACKERS 


ready  outstanding  low-coupon  issues. 
Yields  to  maturity  on  the  "old"  are 
always  competitive  with  the  "new." 
Thus,  any  lifting  of  recent  pressures, 
i.e.,  a  lowering  of  the  interest  rates 
required  to  obtain  new  capital,  would 
result  in  generally  higher  bond  prices. 
Let  me  emphasize,  however,  that  this 
suggestion  is  not  meant  for  the  "aver- 
age" investor;  it's  intended  only  for 
the  sophisticated  speculator. 

Unexploited  Values 

It  seems  to  me  that  once  one  gets 
beneath  the  surface  of  the  averages, 
the  majority  of  stocks  are  fairly  or  real- 
istically valued  rather  than  overvalued 
by  any  standards.  And  the  difference 
in  valuations  between  the  exploited 
and  nonexploited  issues  doesn't  mean 
a  loss  of  price  performance  possibili- 
ties. There  are,  for  example,  several 
interesting  aspects  to  Eagle-Picher  In- 
dustries, a  manufacturer's  manufac- 
turer of  a  broad  range  of  products. 
Eagle-Picher  has  completely  changed 
character  since  1961.  It  has  a  philos- 
ophy of  acquiring  only  companies  that: 
are  leaders  in  their  particular  fields, 
can  complement  other  divisions  and 
can  use  central  management's  skills. 
The  broad  sales  and  earnings  diversifi- 
cation has  been  purposeful  rather 
than  opportunistic.  Last  year  Eagle- 
Picher's  earnings  were  $3.86  per  share. 
This  roughly  10%  improvement  was 
achieved  in  the  face  of  difficulties  in 
many  of  the  major  customer  industries. 
With  all  except  one  problem  now  past 
history,  and  general  demand  higher, 
I  believe  fiscal  1968  profits  will  reach 
another  record  in  the  $4-per-share 
area.  In  my  opinion.  Eagle-Picher' 
(around  43  and  paying  $1.40)  has  just 
begun  to  achieve  proper  market  rec- 
ognition. 

New  stocks  with  a  special  story  are 
constantly   developing  as   a   result   of 
management  and/or  industry  changes. 
Oneida.   Ltd..   now  selling  at   around 
28    and    paying    60    cents,    illustrates 
my     point.     The     flatware     business 
(knives,     forks,     spoons,     etc.)     has 
changed    markedly    in    the    past     15 
years,   for  silverplate   now   represents 
about    20%    of    the    industry's    total 
volume  as  against  80%   in   1952,  and 
Oneida  is  the  largest  manufacturer  of 
stainless   steel   flatware.   The    roughly  ; 
$2-per-share  profit  I  anticipate  for  the  j 
fiscal  year  ended  last  month  is  a  far  ^ 
cry  from  the  company's  results  in  the  ; 
early  Sixties.  Consumer  affluence  and  : 
a  rising  marriage   rate  spell   a  bright 
long-term  outlook   for  Oneida.   I   see 
a  possible  15%  to  20%  earnings  gain 
for  the  coming  fiscal  year.  ■ 


Correction — In  the  last  issue  the 
price  of  Continental  Oil  was  listed  as 
7  instead  of  70. 
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PERFORmED  BEST? 

...during  turbulent  1967 


Just  off  the  press,  the  most  comprehensive  coverage  in  the 
industry  —  fundScope's  exclusive  annual  performance  rank- 
ings. This  dynamic  issue  gives  complete  1967  performance 
results  on  over  230  funds,  including  Go-Go  funds,  No-Load 
funds  and  Closed-end  funds.  You'll  see  that  while  the  Dow 
Jones  Industrial  Average  rose  18.3%  (adjusted  for  dividends) 
mutual  funds  gained  an  average  of  32.8%,  or  almost  80% 
better  than  the  Dow  Jones  Industrial  Average.  But  more 
important,  it  shows  that  individually  funds  ranged  from  a 
gain  of  1  15.6%  to  a  loss  of  8.4%  .  In  fact,  four  funds  gained 
over  100%  and  four  funds  showed  losses.  FUNDSCOPE 
SHOWS  ALL  THESE  FUNDS  IN  ACTUAL  ORDER  OF 
PERFORMANCE.  At  a  glance  you  can  tell  how  your  Fund 
performed  . . .  compare  it  with  other  funds  . . .  with  the  aver- 
age of  all  funds  . . .  with  the  average  of  its  group  and  with  the 
average  of  all  groups.  You  can  pick  out  the  TOP  25  and  the 
above  and  below-average  performers  for  both  growth  and 
income.  You'll  be  surprised  to  see  the  performance  of  some 
funds  that  are  little  known  except  to  professional  investors. 

HOUl  DOES  yOUR  FURD  RRRK? 


FUNOSCOPE  provides  continuous  up  to  date  data  on  over  250  funds. 


lO^lUO  FUNDS 

Am  Invtstmtnt 

Am  Invnlors 

Am  PKitic 

BMCOn  Kill 

Concord 

Consuttanis 

Counselors 

d<Vet)i  Mul 

Dodie  Coi  Bil 

Dodge  Coi  SIk 

Dreiel  Equity 

Energy  Fund 

Firm  Bureau 

Found  Stii 

General  Sec 

Guardian 

Hubsliman 

JoKnston 

loofflis  Cap 

loomis  Mut 
•  Mutual  Shares 

Nassau 

Nelson  Fund 

Ne»  Horuons 

Northeast 

One  William 
Ptnn  Square 
Pine  Street 
Price  TRGr 
Rittenhouse 
Scudder  Bal 
Scudder  Com 
Scudder  Inll 
Scudder  Spl 
Stem  Bal 
Stein  IntI 
Stem  SIk 
Trans  Am 
LOAD  FUNDS 
Aberdeen 
Advisers 
Alliliated 
All  American 
Allen,  IB 
Amer  Business 
Amet  Growth 
Am  Insurance 
Amer  Mutual 
Associated 
Auocialions 
Aie-HougMA 
A«e-Hou{ht  B 


A>e  H  Stock 
A«e  Science 
Balanced  Inc 
Blue  Ridge 
Bondslock 
Boston  Fund 
Broad  Street 
Brown- Hawaii 
Bullock 
Canada  Gen 
Canadian 
Capital  Inc 
Cap  Inv  Gr 
Capital  life 
Century  Shrs 
Chandler 
ChannmgBal 
Channing  Com 
Channing  Gr 
Channing  Inc 
Channing  Spl 
Chase 
Chemical 
Citadel 
Coastal  Sec 
Colonial  Eq 
Colonial  Fund 
Colonial  Gr 
Com  StkSBM 
Commw  Cap 
Commw  Inc 
Commw  ln» 
Commw  Stock 
Composite  BiS 
Composite  Fd 
Consumers 
Convert  Sec 
Corporate  Ldrs 
Counselors 
Country  Cap 
Crown  W  Dal 
Crown  WDiv 
Decatur 
Delaware 
Diversfd  Gr 
Diversid  Inv 
Dividend  Shrs 
Dow  theory 
Dreyfus 
Eaton  Bal 
Elton  Slock 
Eberstadt 
Employers 


Enterprise 
Equity  Fund 
Equity  Growth 
Everest 
Fairfield 
Federated 
Fidelity  Cap 
Fidelity  Fund 
Fidelity  Trend 
Financial  Ind 
FIF  Income 
First  Inv  Gr 
First  Inv  Stk 
First  Partic 
First  Virginia 
Fletcher 
Florida  Gr 
Found  life 
Founders 
Foursquare 
Franklin  B  P 
Franklin  Com 
Franklin  Inc 
Franklin  Ulil 
Fundamental 
Fund  of  Amer 
General Inv 
Group  Aero 
GrouP'Com 
Group  FAdm 
Growth  Ind 
Gryphon 
Hamilton 
Imperial  Cap 
Imperial  Gr 
Income  Found 
Inc  Fd  Boston 
Independence 
Industries  Tr 
Insur  Bank  Stk 
Insurance  Sec 
IntT  Invest 
Inv  Co  Amer 
Inv  Tr  Boston 
Investors  Mut 
Inv  Income 
Inv  Research 
Investors  Sel 
Investors  Stk 
Investors  Var 
Istel  Fund 
Ivest  fund 
Keystone  61 


Keystone  B7 
Keystone  B  4 
Keystone  Kl 
Keystone  K  2 
Keystone  SI 
Keystone  S-2 
Keystone  S-3 
Keystone  S  4 
Keystone  Int  I 
Knickerb  Fd 
Knickerb  Gr 
Lexington  Inc 
Leiington  Res 
liberly 
Life  Ins  Inv 
life  Ins  Stk 
Loomis  Can 
Manhattan 
Mann,  Horace 
Mass  InvGr 
Mass  InvTr 
Massachusetts 
McDonnell 
Meridian 
MidAmerica 
Moody's  Cap 
Moody's  Fund 
Morton  Growth 
Morton  Income 
Morton  Insur 
MIFFund 
MIF  Growth 
Mut  Securities 
Mutual  Trust 
Nationwide 
Nat  Investors 
Nat  Sec  Bal 
Nat  Sec  Bond 
Nat  Sec  Div 
Nat  Sec  Gr 
Nat  Sec  Inc 
Nat  Sec  Pfd 
Nat  Sec  SIk 
Na»  Western 
NEA  Mutual 
New-England 
New  World 
O'Ncil  Fund 
Gppenhcimer 
OTC  Fund 
Philadelphia 
Pilgrim 


Pioneer 
Provident 
Puritan 
Putnam.  Geo 
Pulman  Gr 
Putman  Inc 
Pulman  Inv 
Republic 
Revere 
Samson 
Sec  Divrsfd 
Securities  Fd 
Securities  Eq 
Security  Inv 
Selected  Am 
Shareholders 
Southwestern 
Sovereign 
State  Street 
Steadman  Fid 
Steadman  Sci 
Steadman  AIF 
Sterling 
Supervised 
Teachers  Assn 
Technical 
Television  El 
Templeton 
Texas  Fund 
The  100  Fund 
The  101  Fund 
20th  Cen  Gr 
20th  Cen  Inc 
United  Accum 
United  Income 
United  Ltd 
United  Sci 
Value  L  Fund 
Value  L  Inc 
Value  L  Spl 
Vanderbilt 
Vanguard 
Varied  Ind 
Wall  Street 
Washington 
Wellington 
Western  Ind 
Whitehall 
Windsor 
Winfield 
Wisconsin 
Worth  fund 


If  you  want  successful  performance  from  mutual  funds, 
let  fundScope  provide  you  with  the  facts  you  need  to  find 
and  understand  the  trends  and  opportunities.  NO  OTHER 
PUBLICATION  IS  LIKE  FUNDSCOPE.  IT  PROVIDES 
INFORMATION  NOT  AVAILABLE  ANYWHERE 
ELSE-AT  ANY  PRICE.  Before  you  buy,  sell  or  switch  any 
mutual  fund,  see  for  yourself  why  each  month  over  12,000 
investors,  brokers  and  money  managers  rely  on  fundScope, 
the  new  mutual  fund  bible,  to  help  point  the  way  toward 
profitable  investing. 


SPECIAL  OFFER: 

Send  just  $11  and  receive: 

1.  A  3  month  trial  subscription  to 
FUNDSCOPE  which  includes: 

•  The  dynamic  February  issue 
that  shows  the  performance 
results  for  1967  on  over  235 
funds. 

•  The  March  issue  which  fea- 
tures exclusive  performance 
results  for  each  year  back  to 
1960.  At  a  glance  you  will  be 
able  to  see  the  TOP  25  and 
Better  Than  Average  funds  in 
performance  for  each  of  these 
8  years. 

•  The  April  "1968  MUTUAL  FUND 
GUIDE"  issue  with  over  200 
pages  of  vital  data  and  facts 
on  more  than  300  funds,  in- 
cluding their  addresses.  This 
is  by  far  the  most  compre- 
hensive regular  coverage  in 
the  industry.  (This  guide  alone 
sells  for  $7.50.) 

2.  "ARE  NO-LOAD  FUNDS  A  BAR- 
GAIN?" FUNDSCOPE'S  best  sell- 


ing reprint,  just  updated  for 
1968.  Lets  you  see  for  yourself 
how  No-Load  funds  compare  in 
performance  with  Load  funds. 

3.  COMBINING  MUTUAL  FUNDS  & 
LIFE  INSURANCE  FOR  FINANCIAL 
SECURITY.  A  special  article  that 
tells  what  is  behind  these 
combination  packages  that  are 
becoming  increasingly  popular. 

4.  Our  current  1967  MUTUAL  FUND 
GUIDE,  with  over  200  pages  of 
data  which  could  change  your 
entire  approach  to  investing. 
This  guide  alone  could  save  you 
thousands  of  dollars  and  hours 
of  headaches. 

Remember,  FUNDSCOPE  is  the  only 
publication  of  its  kind,  and  spot- 
lights unusual  news  and  features 
items  out  of  the  ordinary  which  may 
mean  dollars  in  your  pocket.  We  do 
not  sell  mutual  funds  or  have  any 
connection  whatsoever  with  any 
fund  or  related  company.  No  sales- 
man will  call.  Not  available  on 
newsstands. 


Aul  llUlffB  Mail  your  $11  today,  or  if  you  prefer  the  above 
offer  with  a  full  14  month  subscription  send  $35.00  (10  day  full  refund 
guarantee).  INCLUDE  ZIP. 


FUnoSCOPE 


Department   F-78 
Gatew/ay  East,  Century  City,  Los  Angeles,  Cal.  90067 
Enclosed  is  $11,00.  Please  rush  special  trial  offer. 

Name 


Address 

City                                                StatP                          71 P 

□  Check  here  and  enclose  $35  for  full  14  month  subscription. 
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STOCK  TRENDS 

by  ROBERT  STOVALL* 


The  Woodchuck  &  His  Hole 


Were  Henry  David  Thoreau  alive  to- 
day and  commenting  on  tiie  invest- 
ment scene,  he  might  equate  the 
November-December  stock-price  rally 
and  subsequent  decline  with  the  wood- 
chuck  who  emerges  from  his  hole, 
carefully  looks  about  him,  is  disturbed 
by  what  he  sees  and  pulls  back  to  wait 
a  while  longer.  Such  an  analogy  would 
have  been  particularly  appropriate  on 
Ground  Hog  Day  earlier  this  month. 
The  woodchuck's  ability  to  forecast 
the  weather  has  never  received  scien- 
tific certification.  In  this  he  has  much 
in  common  with  other  seers,  but  an 
attitude  of  cautious  opportunism  looks 
like  the  proper  one  to  adopt  now  none- 
theless. Economic  growth  may  slow 
after  midyear;  the  cost  of  renting 
money  remains  high;  the  Administra- 
tion has  been  trapped  into  spending 
most  of  its  new  money  on  its  least 
popular  programs;  international  mone- 
tary problems  are  being  attacked  from 
a  position  of  weakness,  and  the  latest 
military  mcidents  in  Asia  have  put 
a  visable  strain  on  our  military  muscle. 

Sharp  Reactions 

Radical  growth  stocks,  which  had 
outperformed  the  Dow-Jones  indus- 
trials handsomely  since  1964.  have 
been  doing  relatively  worse  since  the 
beginning  of  the  year.  This  has  been 
particularly  true  for  the  high  price- 
earnings-multiple  stocks  that  are  hav- 
ing profitability  problems  for  one 
reason  or  another.  When  an  issue  is 
selling  at  40  to  50  times  earnings  or 
more,  it  is  doing  so  more  on  faith  or 
emotions  than  on  statistics.  So  when 
anything  happens  to  bruise  faith  or 
temper  emotions,  the  market  reaction 
is  apt  to  be  severe. 

A  case  in  point  is  Fairchild  Camera 
&  Instrument  Corp.  (around  70), 
which  may  report  a  nominal  profit  or 
a  loss  for  1967  after  extraordinary 
write-offs  and  the  dropping  of  activi- 
ties that  did  not  measure  up  as  con- 
tributors to  future  earnings.  While 
some  wags  may  contend  that  an  ab- 
scence  of  earnings  removes  a  stock 
from  the  "P/  E  multiple  drag,"  the  ac- 
tion of  Fairchild  shares  suggests  other- 
wise. They  have  come  down  hard  to  a 
1966-67  low. 

Fairchild  Camera  is  the  largest  and 
probably  most  experienced  manufac- 
turer of  semiconductors  in  the  world. 


In  terms  of  managerial  skills,  research 
and  development,  manufacturing  and 
marketing,  the  company  is  thought  to 
have  the  combination  of  competencies 
required  to  win  in  the  demanding  cH- 
mate  of  new-era  electronics.  Realizing 
that  it  is  at  least  as  difficult  to  pick  a 
bottom  as  it  is  to  call  a  turn  at  the  top, 
Fairchild  looks  like  an  intriguing 
growth  speculation  timed  around  the 
release  of  1967's  results.  For  1968, 
earnings  seem  to  have  a  good  chance 
of  recovermg  to  the  $3-per-share  area 
achieved  in  1966,  with  the  uptrend 
continuing  into  1969. 

Admittedly,  to  conclude  that  a  tar- 
nished glamour  stock  is  oversold  is  a 
bit  of  a  gamy  gambit  at  this  juncture 
of  the  market,  since  there  are  signs  of 
a  general  retreat  from  high  statistical 
evaluations.  Our  worried  woodchuck 
might  feel  more  at  ease  with  a  port- 
folio of  international  oil  shares.  Uni- 
formly, these  great  companies  reported 
higher  earnings  in  1967  and  there  were 
several  increases  in  dividends. 

These  stocks  are  not  selling  on  an 
enthusiastic  basis  in  relation  to  their 
intrinsic  worth,  yet  they  possess  several 
attributes  that  should  stand  them  well 
in  1968.  They  have  a  low  labor  factor 
in  relation  to  sales,  an  important  ele- 
ment with  new  wage  settlements  being 
made  with  increases  approaching  7%. 
Their  natural-resource  holdings  pro- 
vide a  type  of  inflation  hedge.  Rising 
earnings  and  dividends  are  apt  to  be 
the  norm  again  this  year.  The  nega- 
tives in  the  world  oil  picture — political 
exposures  and  the  possibility  of  exces- 
sive supply — have  been  well  explored 
since  the  June  war  in  the  Middle  East. 
What  applies  to  one  of  these  com- 
panies applies  to  the  group,  with  modi- 
fications. Gulf  Oil  (around  72),  Mobil 
Oil  (around  45),  Standard  Oil  of  Cali- 
fornia (around  60)  and  Standard  Oil 
of  New  Jersey  (around  69)  look  to  be 
the  best  relative  values  now. 

Also  showing  a  general  wariness  is 
the  average  U.S.  consumer,  as  is  mir- 
rored by  his  high  savings  rate.  Last 
year  consumers  saved  7.1%  of  net  in- 
come; the  rate  rose  to  7.5%  for  the 
fourth  quarter,  the  highest  savings  rate 
since  1953.  Part  of  the  increase  was 
caused  by  auto  strikes  and  part  by  the 
possibility  of  higher  taxes  to  come. 

*A  guest  columnist,  Mr.  Stovall  is  a  vice  president 
In  the  New  York  Stock  Exchange  firm  of  Nuveen  Corp. 


In  a  cyclical  growth  industry,  the 
automotive  companies  could  have  a 
strong  year  with  a  bit  of  luck.  The 
most  aggressive  and  leveraged  of  the 
Big  Three  is  Chrysler  (around  50), 
which  increased  its  profit  margin  to 
5%  in  the  fourth  quarter  of  1967  as 
compared  with  just  better  than  2% 
for  the  preceeding  nine  months.  A 
careful  watch  on  costs,  higher  volume 
and  an  improved  mix  of  model  sales 
were  mainly  responsible.  The  new 
year  is  off  to  a  somewhat  sluggish 
start,  but  earnings  of  S5  to  $5.50  per 
share  are  attainable  for  Chrysler. 

Rising  Demand  , 

Direct  beneficiaries  of  the  sustained 
high   level  of  consumer  savings  have 
been  the  California  savings  &  loan  in- 
stitutions.  These   S&Ls   have   enjoyed  *' 
a  good  inflow  of  new  savings  in  recent 
months.  Also  helping  them  has  been  \ 
the  decline  in  interest  rates  thus  far  [ 
in  1968,  which  is  easing  the  pressure  ! 
on    this    industry    and    lessening    the 
threat  of  a  return  to  the  '"disinterme- 
diation"  which  proved  such  a  problem  j 
in     1966.     Disintermediation     occurs 
when   yields   are   sufficiently   high   on 
debt  securities  to  attract  savings  away 
from  S&Ls  and  others. 

A  deficiency  of  mortgage  credit  dur- 
ing the  past  two  years  has  created  a 
backlog  of  demand  for  housing,  which 
may  exceed  500,000  units.  As  the 
steady  demand  for  more  housing  re- 
duces the  supply  of  unsold  units  in 
overbuilt  areas,  and,  assuming  the  peak 
in  interest  rates  has  been  seen,  the 
savings  &  loan  institutions  may  be 
enjoying  a  much  improved  operating 
climate  in  the  months  and  quarters 
ahead.  Should  there  be  a  basic  turn 
for  the  better,  the  largest  market  swing 
would  be  expected  to  come  from  the 
leveraged  companies  in  the  industry, 
which  themselves  have  shown  con- 
siderable earnings  volatility.  Financial 
Federation  (around  21)  represents 
such  a  situation.  For  investors  who 
prefer  a  better  quality  of  earnings 
stability.  First  Charier  Financial 
(around  31)  is  suggested. 

California  S&Ls  early  this  month 
began  to  appear  on  the  daily  new  high 
listing  of  the  New  York  Stock  Ex- 
change. This  could  be  the  beginning 
of  a  worthwhile  move  of  some  dura- 
tion. There  appears  to  be  a  declining 
trend  of  industrial  and  commercial  loan 
demand,  which  will  improve  the  avail- 
ability of  money.  The  consumer  mort- 
gage market  reflects  the  availability  of 
funds  as  well  as  interest  rates. 

Raytheon  (around  79).  commented 
on  constructively  in  the  last  issue,  re- 
ported 1967  earnings  at  $3.95  per 
share,  nicely  higher  than  my  estimate 
of  $3.80  (due  to  a  typographical  error 
it  appeared  as  $3.08).  ■ 
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STANDARD  &  POOR'S  presents 

YOUR  1968  INVESTOR'S  CATALOG 

dedicated  to  stock  market  profits 


Your  rare  opportunity  to  own  this  wide  S, 

variety  of  Standard  &  Poor's  Services 

and  investment  aids 

each  at  only 


D   S  &  P  Stock  Computor  $5.50  Value 


The 
saves 

ynco-- 
vieiic 
In  sec 


^  wiihotii  J  d'^^i'f  '"'f^'"'  or  the  most  waned 
■  lids  eser  deviled.  How  do  we  know'  Ever 
e5«  remjrkjble  Crjmpuiors  were  rnade  available 
regular  Sl9  50  subscribers  we  have  been  be- 
wtih  requests  for  additronal  copies.  Request^^ 
im*   hr>m    private   and    professional    inveslors 

STOCK  COMPUTOR  ^aves  t.me 


^Tz__„^ '  "i^^"  ?m^:^^^^A-" 


----^ 


i  >ield.  price  earnings  ratio.  All  lOO'/o  accurate, 
-a  55.50  value-t*.  vours  on  this  Catalog  OHcr 


'"^' 


for  onl>  SI.  c>et  one  lor  yoursei',  more  ror  your  investor  friends— Ihey  make  much  appreciated  gifts! 

D  Stock  Certificate  Holder 

Provides  the  perfect  answer  to  the  problem  of  keeping  your  valuable 
"         ---......  .    -  i   .-  I  ^.   --rfed  against  wear  and  tea' 

*  portfolio  that  holds  up  lo 

•  d  to  fit  the  smallest   --afc  i*'^'*^''' 
■I'uicciion  and  high  vtsibilrty  for  fo 

permanent.  A  wonderful  buy  for  ~  ** 


□  S  &  P  Instant  Stock  Commission  Calculator 

.  tiiji  in  Ine  jnsvscrs  v"u  Wjnt  to  know  on  thu 
I  Cdkulalor'  It  does  the  iigunng  tor  you  —  automali- 
•  t'M   know   Jt   once   htnv    much  any  stock   must   rrse   i'> 

•Mons   Eliminates  guesswork 

i,)ly  'dial  m'    the  price  pf 

■ion  always  ready  to  ser\t' 
you-   Mva-  ur.l\   >1 

D  Trends  and  Projections 

Remember,  your  prohts  or  losses  will  occur  in  the  FUTURE  TRENDS  gives  you  Standard  &  Cnor's 
jij-r>i>fiiative   FORECASTS   of   the   economy   and    the   nation's    major   industries     Recent    edition,    for 

>,  forecast  induslrial  production  14  mnnths  in  advance!  150  lop  U.S.  corporations  report  ntn- 

itly  to  SAP  each  month  From  this  data  comes  our  PROGRESS  REPORT  showing  sales,  new 
unfilled  orders,  inventories  and  much  more  —  all  vital  lo  the  investor  who  MUST  see  dhcjd. 

•  and  easily  TRENDS  wilt  add  new  depth  to  your  understanding  of  the  economy,  business  and 

m,  latest  copy  spei-ijlly  prrced  a(  $1. 


D    Foreign  Securities  Survey 


It  is  a  though'  pfi..,ki-in  tj('  rhjt  securities  listed  on  maior  foreign  eichanges 
mav  J«an  i)L,rpr.  t.i-ni  i  r-'p  r  ib'i;  domestic  issues  Some  astute  investors  have 
found  >t  protitjblr  t'>  ic^cl  .i'  least  a  portion  of  their  fund*  overseas.  The  (ar- 
ranging coverage  of  Standard  &  Poor's  Foreign  Securities  Survey  analyzes  and 
expresses  opinion  on  the  investment  ments  ol  BnliNh.  German,  and  other  Euro- 
pean securities  as  well  as  selected  latm  American,  Japanese,  African.  Ausiiatun, 
and  Canadian  issues  This  interesting  Survey  that  constantly  explores  new  hori- 
lons   for   profits   can   be   tested   on   this   Catalog  olfer   for   just   Si -a  S4  value. 

D  Week-to-Week  Investment  Action 


,^,-ki 


Keep  I 

bulkv 
see  ih. 

man*- 

com  Ml 
a  feci 
Standjrd  ,\  !■ 


■    jiiMjn  "I   vour   vlnik   invi-slmenls  wilhoul 

'  '  diary  provide^  unique  charts  thai  let  you 

•ofks  for  an  entire  year*  Ser\'es  as  a  per- 

Mtitmg  djte  bought,  price  per  share: 

"irds    etc    Special  columns  provide 

M  ks,  and  weekly  comparison  to  the 

t-k  Index.  A  treasure  of  convenience  (or  just  SI. 


D  The  Outlook 

Is  the  Stock  \tarke(  heading  up-or  down?  The  Outlook  gives  you  Standard  &  .Poor's  opinion.  Which 
stocks  should  you  buy-or  hold-or  switchf  The  Outlook  gives  you  SAP's  speciTic  recommendations. 
12^ages  of  first-hand  information  bringing  the  Market  and  individual  stocks  into  focus  for  you.  One 
of  America's  foremost  investment  advisory  services,  read  by  thousands.  Special  catalog  price  51  for 
latest  edition-a  Si. 50  value. 
Wouldn't  YOU  Benefit  from  These  Typrcal  features'  In  The  Outlook' 

•  Stock  for  Action  •  Slock  of  Ihe  Month  *  Secondary  Stocks  Warrant  Allcnilon  •  Guidelines  for  the 
New  Investor  •   Master  list  of  65  Slocks  •  Slocks  to  Combat  Inflation  •  A  Diversified  Income  Portfolio 

•  Slocks  Well  Below  Former  High  •  Stock  Split  Candidates  •  Candidates  for  Dividend  Increase  • 
Cash  Registers  Jingle  for  These  Retailers  ■  Slocks  in  Ihe  Limelighl  -  Slocks  to 'Sell  for  Tax  Loss  •  8  of 
the  SAP  Rapid  Growth  Slocks  -Typical  selection  from  weekly  editions 

If  you  like  your  stock  market  information  thomufih  yvith  broad  coverage,  and  backed  by  plenty  of 
ntsom  why,  order  this  SAP  favorite  at  once.  What  a  change  it  could  work  in  your  mvcsiniont  future! 

D   Poor's  Investment  Advisory  Survey 

8  succinct  pages  especially  written  for  busy  executives  and  professional  people. 
In  a  less-than-a-minule  glance  at  first  page,  you  get  Standard  A  Poor's  forecast 
of  the  stock  market  and  which  stocks  are  singled  out  to  buy  or  sell!  And  it's  easy 
to  gear  your  portfolio  to  dosely-knii  Supervised  Program  of  16  Stocks  for  Capital 
Cam,  17  for  Capital  Gain  AND  Income.  24  for  Good  Income  Return,  and  the 
popular  Growth  Stock  Group  of  12  Blue  Chip  Growth  Stocks  and  13  more  specu- 
lative Growth  Stocks  Price  Si  for  latest  edition  on  this  special  offer-a  SI  50  value 

D   Bond  Guide 

This  handy,  information-crammed  quick-reference  guide  lo  bond  invest- 
ment really  puts  you  "in  the  know."  Its  192  fact-filled  pages  contain  basic  BOKD  CiUIDE 
financial  data  on  some  3.000  corporate  and  quality  ratings  on  7.000  muni-         ^^ 
cipal   bonds.   Outstanding   features  are  Standard   A   Poor's  Bond  Quality 
Ratings  to  help  you  arrive  at  a  quick  opinion  of  the  relative  attractiveness 
of  practically  every  actively  traded  bond.  In  addition  to  35  columns  of 

information  on  each  corporate  bond.  Bond  Guide  includes  a  wealth  of  complementary  charts  and 
tobies,  showing  the  bond  market  at  a  glance.  Normally  $2.50,  yours  on  this  Catalog  Offer  for  only  $1. 


n  "What  My  Family  Should  Know"  Investor's  Record  Book 

Investors  tell  us  it's  a  wonderful  thing  to  own.  Compact,  complete,  inslantly  avail- 
able—all Ihe  information  most  vital  to  you  and  your  family  in  one  handy  and  readily- 
accessible  place.  An  easv-lo-keep,  up-to-ihe-minute  picture  of  your  financial  status 
including  a  record  of  your  Assets  and  Obligations,  your  Slocks  and  Bonds,  your  Real 
Estate,  vour  Bank  Accounts,  Insurance  Policie';.  other  business  interests.  A  place  for 
everything— nothing  left  to  chance-down  to  the  recommendations  to  your  family 
on  what  action  to  take  in  case  of  an  emergency,  A  personal  record  not  available  ji 
any  store.  Yours  for  only  SI  on  this  Standard  &  Poor's  Catalog  Offer, 

n  Stock  Transactions  Slip  File 

why  didn't  ?nyone  think  this  one  up  before!  At  last,  a  sensibly  designed 
permanent  container  for  those  important  but  heretofore  so  awkward  to- 
store  broker's  slips  of  all  your  buy  and  sell  transactions.  A  beautifully  fin 
ished  morocco-grarned  heavy-gauge  vinyl  envelope  especially  proportioned 
lo  accommodate  buy  and  sell  transaction  slips  neatly  without  iinneccssary 
folding.  Two  compartmenis,  one  for  "buys,"  and  one  for  "sells,"  separated 
by  a  clear  plastic  divider.  Most  useful  for  any  investor,  it  also  makes  a  wel- 
come gift.  Here  only  $1. 

D   Exclusive  96-Page  Chartastock 

One  Picture  is  Worth  a  Thousand  Words-by  using  Standard  &  Poor's 
CHARTASTOCK  (copyrighted)  you  can  set  up  price  "pictures"  of  your 
stocks-the  stocks  you  are  naturaliy  most  interested  in— so  that  you  can  sec 
how  they  are  performing.  CHARTASTOCK  provides  you  with  a  convenient 
means  of  becoming  a  "do-il-yourself"  chartist.  You  will  find  it  useful  for 
the  tracing  of  the  price  movement  of  your  holdings,  and  watching  their 
fluctuations,  CHARTASTOCK  is  not  a  device  for  predicting  stock  prices  and 
moves,  but  it  does  give  you  the  means  for  creating  a  picture  of  perform- 
ance. Now  only  $1  on  this  offer. 


D   Stock  Guide 

Slip  this  compact  268-page  Stock  Guide  into  your 
coat  pocket  or  desk  drawer,  and  you  have  a  pene- 
trating, panoramic  view  of  the  cnttre  stock  market 
at  your  fmgeriips!  You'll  have  instant  reference  to 
42  columns  of  vital  investment  facts  and  figures 
on  over  4,750  slocks,  listed  and  unlisted.  It's  probably  the  most  widely-used,  most-often-referred-to 
investor's  aid  in  the  world.  Includes  selected  Standard  A  Poor's  "buy"  recommendations.  Normally 
costs  $2.50-yours  on  this  Catalog  Offer  for  only  $1. 


n  Wallet-Size  Investment  Secretary 


Ingeniously  deigned  lo  do  away  with  bulky  record  keeping,  yei 

provide  you  with   inslanlaneously  available  petmaneni  history  oi 

all  your  slock  market  transactions,  complete  with  description  ot 

security,  when   bought   or  sold,  at  what   price,   commissicjns  and 

taxes  paid,  prodi  or  loss  realized,  dividends  received  quarterly,  2-year  monthly  summary  of  profit  and 

loss:  64  pages  bound  m  morocco  grain;  this  splendid  investor's  aid,  yours  on  this  Catalog  for  only  $1. 


D  Stock  Summary 


You  might  tall  this    'a  lot  of  Standard  &  Poor's  all  wrapped  up  for  you 

in   40  mformation-crammed   pages"  —  a   clear,   easy  view   of   the   major 

listed   and  over-Ihe-founter  stocks  including  bank  and   insurance  stotks 

—  over  2,350  issues  covered!  40  slatistital  columns  for  cjch  stock  intln'l 

ing  SAP  rankings,  dividends,  interim  and  annual  earnings,  the  very  impm 

lanl    trend    of    profits,    capitalization,    working    capital,    and    this    great 

buying-power  tluc:   how   much  of  each  stock   is  held   by   insliUilions  (a 

slock  goes  up  when  there's  enough  buying  power  behind   lO.   Exclusive  coverage  includes  SAP  Rapid 

Growth  Stocks.  Jammed  with  the  extra  type  of  infornuiion  we  believe  could  be  o\tf,t  valuable  to  you, 

such    as   these   ly()icjl    features:    8    (Wave    of    ihe    fulurej    Stocks,    10    Anti-lnflalion    Slocks,    7    Stocks 

Yielding  S'v    or  More,   Slock^i  for  Tax  Exemptions,  B  Slocks    Turning  the  Corner,  3  Cosmetic   Growth 

Slocks,  and  much  more.  Latest  edilicjn  only  $1   lo  CaialoK  buyers. 


I 


I  VAI 


1$1 


VALUABLE  COUPON  BELOW  ENTITLES  YOU  TO  OWN  ^1 
THESE  STANDARD  &  POOR'S  SERVICES  FOR  ONLY      ■ 

□  Check  Box  and  Choose  any  6  Items  for  Price  of  5-Pay  only  $5  Total 


EACH 


«a^ 


STANDARD  I  POOR'S  COItPORATION,  345  Hudson  Street,  New  York,  N.  Y.   100)4 

Gentlemen:  Pleote  send  me  Ihe  Jnvetlor't  servieet   and  aidt  I  have  marked  on  Ihe  chorl  below. 


Ouonlity 

ITEM 

Cost  Each 

Totol  Cost 

A 

Wollel  Inveilmcnl  Secrerary 

B 

Stock  Cerfificale  Holder 

C 

Stock  Summary 

D 

96-Page   Chartastock 

E 

$5.50  Stock  Computer 

f 

36S-Pa9e  Stock  Gu>de 

G 

■What  My  Family  Should  Know" 

H 

Instant  Stock  Commission  Calculator 

1         192-Poge  Bond  Guide 

J 

Poor's  Investment  Advisory  Survey 

K 

Transaction  Slip  File 

r 

Week-to-Week  Investment  Action 

M 

Trends  ond  Projections 

N 

Foreign  Securities  Survey 

O 

«40  4-172 

f  ertclosc  coih,  check  or  went 

f  Qfdtr  lor 

i 
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T.  ROWE  PRICE 
GROWTH  STOCK 
%.  FUND,  INC. 

^J  Ell.  1950 

A  NO-LOAD  FUHD 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 


THE  FUNDS 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

One  Charles  Center.  Dept.  B 

Baltimore,  Md.  21201  Phone  (301)  539-1992 


DO  YOU  DARE? 

Successful  stock  market  trading  calls  for  extraor- 
dinary courage.  Often  you  must  be  fully  invested 
when  the  majority  fear  to  venture.  You  will  be 
"in  cash"  when  the  unsophisticated  are  buying 
their  heads  off. 

If  you  have  that  kind  of  daring  you're  ready  for 
Trendway  Hy  locking  up  your  profits  near  peaks 
and  reinvesting  at  much  lower  prices  in  valleys, 
you  can  often  make  $1  do  the  work  of  $2. 

The  majority  of  investors  wait  much  too  long 
to  buy  in  or  sell  short.  Trendway  will  give  you  the 
basic  ingredient  for  intelligent  market  courage — 
accurate  timing  of  your  moves  well  ahead  of  the 
crowd. 

Trendway  has  been  assisting  the  "smart  minor- 
ity along  these  lines  for  35  years.  Get  Trendway's 
widely  acclaimod  Breadth  Indexes  and  the  com- 
plete Trendway  service  including  recommended 
growth  situations,  short  sales,  and  short  terra 
speculations. 

INTRODUCTORY  OFFER:  Complete  weekly  advisory 
service  with  current  Breadth  Indexes,  long  term 
record,  and  profit  booklet  "How  to  Stay  in  the 
Money-Making  Minority"-5  weeks  $5-  12  weeks 
$10;  FULL  21  W¥6KS  ONLY  $18.  Single  sample  bul- 
letin $1.   (New  subscribers  only.) 

Send  your  order  today — and  reap  the  rewards  of 
intclltncnt  daring! 


TRENDWAY 


AnVISOKY 
SERVICK 


Dept.  F2,  P.  0.  Box  7184,  Louisville,  Ky.  40207 


COMMODITY    TRADERSl 

Send  $1   for  chart  and  next  5  issues  of 

COMMODEX 

Alort  tntdcrd  look  to  COMMODEX  for  necdod  daUy 
'•chnlcal  information.  They  know  thot  COMMODEX  Is 
the  only  service  that  atmialls  trend  and  daily  Indices 
'f  fast.movinK  futures  markets  aft«r  each  dfty'a  close. 
<  OMMOPKX  civos  enrlv  "hxiy"  and  "sell"  slfZTiAls  In 
eralns.  au(rar,  fat«  and  oils,  cocoa,  copper,  ■liver, 
belllea.  etc.,  with  amazing  accuracy.  COMMODBX  3- 
color  charts  help  you  time  your  trades  with  frT««t«r 
cnnndenco  and  Ruccess.   Send  $1  today  for  S-davtrtal. 

COMMODEX 


A  TIME  TO  SELL 

Last  month's  merger  of  Distributors 
Group,  Inc.,  sponsoring  company  for 
the  Group  Securities  funds,  into 
USLIFE  Holding  Corp.  was  another 
sign  that  an  era  in  the  mutual  fund 
business  is  drawing  to  a  close.  The 
entrepreneurial  management,  repre- 
sented by  Chairman  Herbert  Ander- 
son, is  giving  way  to  institutionalized 
management,  represented  by  USLIFE. 
To  be  sure,  Anderson,  now  64.  will 
stay  on  for  another  three  to  five  years, 
and  President  Harold  X.  Schreder.  55. 
will  stay  on  for  ten  more  years.  But 
the  burden  of  sole  responsibility — the 
right  to  fail — has  passed  from  these 
two  men  to  the  corporate  entity  of 
USLIFE.  a  New  York  City-based 
corporation  that  owns  three  life  in- 
surance companies.  (The  merger,  in 
which  Distributors  Group  becomes  a 
wholly-owned  subsidiary  of  USLIFE, 
involved  an  exchange  of  shares  valued 
at  $5.9  million.)  "We  felt  it  was  time 
to  insure  continuity  of  management," 
Anderson  says. 

For  Herb  Anderson  the  transaction 
was  a  milepost  on  a  long  road  in  the 
investment  business:  From  a  $40-a- 
week  brokerage  clerk  who  owed  a 
bank  $15,000  after  the  Great  Crash  of 
1929  to  chairman  of  a  mutual  fund 
company  that  has  $314  million  in  as- 
sets and  paid  out  $12.1  million  in  divi- 
dends to  55.800  shareholders  last  year. 

Systems  Selling.  Anderson  sees  the 
trend  of  mutual  funds  selling  out  to 
insurance  companies  as  beneficial  to 
^>oth.  The  mutual  fund  is  strengthened 
by  the  stability  and  cash  flow  of  the 
insurance  companv.  while  the  insur- 
ance companv  has  an  extra  service 
for  its  salesmen  to  offer.  "Mutual 
funds  aren't  nearly  as  profitable  as 
life  insurance,"  Anderson  notes.  "But 
they  allow  an  insurance  company  to 
offer  its  customers  a  package  of  pro- 
tection. An  insurance  salesman  who 
can  offer  mutual  funds  as  well  as  in- 
surance will  sell  more  insurance."  In 
addition,  the  insurance  sales  force  will 
provide  a  big  push  for  Anderson's 
conservatively  run  funds,  a  type  that 
hasn't  sold  well  recently.  The  big  sell- 
ers have  been  performance  funds,  and 
Anderson  is  of  a  generation  that  is 
not  about  to  join  the  fund  industry's 
swingers.  He  has  too  long  a  memory 
for  that. 

When  Anderson  first  stepped  onto 
the  Big  Board's  trading  floor,  the 
closed-end  trust  market  was  booming. 
"Even  sophisticated  investors,"  he  says, 
"thought  that  funds  should  sell  at  a 


great  multiple  of  so-called  'earnings,' 
which  had  no  relation  at  all  to  asset 
value.  After  the  Crash  there  were 
many,  many  orphan  closed-end  funds," 
Anderson  continues,  implying  that  he 
sees  a  parallel  with  performance  funds. 

Cynical  about  Geniuses.  It  took 
young  Anderson  1 1  years  to  pay  off — 
with  6%  yearly  interest — the  $15,000 
that  a  local  bank  had  so  quickly  ad- 
va'nced  him  for  margin  buying — and 
then  generously  refused  to  call.  Un- 
derstandably, Anderson's  subsequent 
attitudes  were  conservative,  and  the 
performance  of  Group  Securities, 
while  respectable,  has  been  hardly 
spectacular.  Anderson  refuses  to  apol- 
ogize for  this  or  for  his  somewhat  old- 
fashioned  "invest-in-America"  sales 
pitch.  "The  worst  thing  you  can  do," 
he  insists,  "is  to  oversell  expectations. 
If  you  do.  then  no  matter  how  well 
you  do  you  can't  meet  expectations, 
and  investors  will  sell  out."  Again, 
without  quite  saying  so.  he  is  suggest- 
ing that  performance  funds  will  have 
their  day  and  then  fade. 

Anderson  claims  the  boom  in  per- 
formance funds  is  a  fad,  and  he  cites 
two  reasons  for  it:  One  is  that  high- 
interest  bonds  are  sharply  competing 
with  high-grade  common  stocks.  Thus, 
conservative  funds  are  finding  it 
tougher  to  make  money  on  high-grade 
stock  trading.  The  other  is  institu- 
tional speculation  and  publicity.  "I 
agree  with  William  McChesney  Mar-  i 
tin  (chairman  of  the  Federal  Reserve 
Board]  that  the  go-go  funds  have  some 
of  the  aspects  of  the  old  pools  of  the 
1920s."  Anderson  says.  "And  having 
come  into  the  business  three  weeks 
before  the  Great  Crash.  I'm  rather  ! 
cynical  about  geniuses.  Everyone  has 
tried  to  do  what  the  go-go  funds  say 
they're  doing,  but  no  one  ever  has. 
The  go-go  funds  are  just  reflecting 
the  current  market.  They  don't  have 
staying  power." 

A  TIME  NOT  TO  BUY 

While  USLIFE  was  busy  buying  Dis- 
tributors Group  (see  above),  another 
insurance  company  was  busy  setting 
up  its  own  mutual  fund  company.  "It's 
not  necessary  for  an  insurance  com- 
pany to  buy  an  established  fund  in  or-  I 
der  to  get  into  the  fund  business." 
insists  the  investment  chief  for  Trans-  , 
america  Corp.,  George  D.  Bjurman. 
(He's  executive  vice  president  of  fi- 
nance of  Transamerica's  Occidental 
Life  Insurance  Co.  of  California  and 
president  of  Transamerica  Investment 
Counselors,  Inc.)  "If  an  insurance  com- 
pany has  a  good  sales  force,  why 
should  it  go  out  and  buy  one?"  he  asks. 
This  will  be  the  first  foray  into  the 
mutual  fund  business  for  Transameri- 
ca, a  $2.6-billion-assets  financial  com- 
plex that  has  long  espoused  the  idea  of 
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What  is  a  good  investment 
idea  worth  to  you? 

^5,000,  10,000,  '25,000? 

What  does  a  bad  mistake  cost?  Perhaps  more? 


Then  will  you  take  5  minutes  to  read  about  Investors 
Service?  It  brings  you  just  one  investment  idea  every  2 
weeks.  And  it  puts  a  lot  of  emphasis  on  the  kind  of  prac- 
tical information  which  may  help  you  avoid  bad  invest- 
ment mistakes. 


Vlo«t  of  u«  prohflblv  believe  that  an  alert  inves- 
tor can  make  money — perhaps  a  lot  of  money  — 
in  the  vtock  market.  Certainly  there  are  eniiu^h 
examples  of  bi)(  stock  winners  every  >ear  to  en- 
couraite  many  of  us  to  tr\. 

But  while  it  is  entirely  possible  to  earn  hand* 
some  pro6t«  .  .  .  even  in  today's  highly  selective 
market  .  .  .  the  plain  fact  is  th-Jt  rno\t  invr%tor% 
won't.   For  two   reasons. 

1.  Because  finding  outstandinit  investment  ideas 
is  )ar  from  easy  .  .  .  even  for  professionals.  So 
more  often  than  not.  those  bi^  market  winners 
we  hear  about  stav  iantalij:initly  out  of  reach  of 
the  averaite  investor. 

2.  Because   even    those    men    who    are    unusually 
successful   in   their  own  business  or   profession- 
make    too    manv    bad    investment    mistakes.    So 
unfortunately.  the\    lose  rather   than  make  money 
in   stocks. 

With  all  the  investment  information 
around,  why  should  this  be  so? 

Surprisinitl^ ■  >i  isn't  a  lack  oi  informiitmn  which 
seems  ii>  hundicap  most  people  who  invest.  Quite 
the  contrary .  The  sheer  volume  of  superficial 
data;  the  enlicini  comments  about  this  A''*>up  or 
that;  (he  lure  of  a  risinit  Averaite:  the  steady 
barrate  of  tips  and  rumors  combine  to  create  a 
formidable  obsracle  to  investinit  successfully  on 
\our  own.  So  it  is  reall>  not  surpristn^  that  a 
man  working  alone,  without  the  firofessional  re- 
fear  tk  so  essential  to  making  money  in  stocks. 
misses  the  maioritv  of  superio''  investment  op- 
portunities .  .  and  almost  always  makes  the 
mistake  of  follow ini(  the  crowd  when  he  does 
buy   and  sell. 

But.  if  you  work  full  time  at  another  occupation, 
what   can    you    do   about   it? 

The  professional  research  approach  .  .  . 

It  was  precisely  to  meet  this  problem  that  Inves- 
tors Service  was  developed.  To  brinit  you  in- 
depth  research  on  a  few  promisinit  investment 
ideas  plus  the  well  rounded  investment  advice 
you  need  to  avoid  bad  mistakes.  In  short :  the  type 
of  professional  research  which  large  institutions 
demand  before  investinit  their  funds.  Not  many 
individual  investors  have  easy  access  to  such 
work—  but  Investors  Service  brings  it  to  you. 
And.  while  our  approach  won't  eliminate  every 
risk  of  investinit.  we  do  believe  it  will  help  you 
invest  more  professionally,  less  emotionally — 
and  as  a  result,  more  successfully  than  ever  be- 
fore. 

For  example: 

Investors  Service  believes  that  the  heart  of  suc- 
cessful investinit  is  to  concentrate  money  in  a 
small  itroup  of  stocks  with  promisinit  i^^  poten- 
tial—  and    stick    with    them. 

Therefore,  while  we  examine  hundreds  of  com- 
panies. Investors  Service  recommends  just  one 
stock  every  two  weeks.  That's  hundreds  less  than 
most  of  its  overweight  rivals,  but  it  is  the  one 
stock  we  consider  most  promising. 
Evei>-  buy  recommendation  we  make  is  presented 
in  a  6-to-8  page  in-depth  analysis  that  represents 
weeks  of  research.  And  each  is  followed  con- 
tinuously .  ,  .  every  new  development  of  signifi- 
cance  is  reported   until  sale  is  advised. 


How  the  big  increases  in  stock  values 
come  about  .  .  . 

Invirslors  Service  analysts  leave  the  "pie-in-the- 
sky"  to  others  and  look  for  solid  values  in  earn- 
ings  growth.  'A'e  carefully  avoid  following  the 
crowd  into  stocks  that  have  already  been  bid  up 
to  highly  vulnerable  price/earnings  levels.  Pri- 
marily, we  look  for  strong  growth  companies, 
selling  at  relatively  low  p/c  ratios.  It  is  among 
such  i«»ues  that  you  have  the  best  chance  of 
catching  a  stock  on  the  verge  of  a  kick-up  in 
price-earnings  multiples.  Few  investors  seem 
aware  of  it  hut  this  is  how  most  big  stock  price 
rises  often  come  about,  flf  you  can  buy  a  stock 
at  10  times  earnings  and  it  goes  to  a  ratio  of  20 
while  earnings  are  moving  along,  you  essentially 
have  doubled  your  money.) 

The  most  common  and  costly  mistakes 

Investors  Service  believes  that  slocks  with 
superior  gain  potential  are  always  available  .  .  . 
so  we  won't  gel  emotional  about  short-term  mar- 
ket swings.  We  don't  want  you  making  the  com- 
mon and  costly  mistakes  of  chasing  momentary 
favorites  .  .  or  of  being  panicked  out  of  stocks 
with   excellent   promise. 

It's  to  help  you  avoid  these  mistakes  that  we 
devote  so  much  of  Investors  Service  to  helping 
you  get  the  broad  picture  in  focus  ...  to  spelling 
out  the  risks  we  see  in  the  market,  the  economy 
and  individual  stocks.  We  want  you  better  pre- 
pared to  make  plans,  think  through  decisions 
so  Ihn*  it  will  be  very  hard  to  trip  yon  up 
with  emotional  appeals  or  panic  reactions. 
IN  Sl'MVIARY:  We  know  vou  want  to  make 
money  in  sfocks  .  .  .  and  that  you  don't  want  to 
lose  what  you  have.  But  to  be  successful,  you 
have  to  know  what  you're  doinif.  Which  is  what 
Investors  Service  trie*  to  do.  To  help  you  ap- 
Dronrh  inve«ting  more  knowlcdgeably,  more  nro- 
fessionally,  less  emotionally  ...  to  make  money 
in  stocks. 


$5  Guest  Trial  offer 


To 


introduce  vou  to  Investors  Service,  we 
invite  you  to  accept  a  5-week  trial  for  just  $5. 
And  with  it  we  will  send  a  complimentary  copy 
ol  any  three  of  the  reports  at  the  ri^ht.  Simply 
circle  your  choice,  by  number,  of  your  .3  bonus 
reports  and  return   the  coupon  today. 


Still  holding  these  growth  favorites?  Chrysler, 
Del  Monte,  Gillette,  Grolier,  Magnavox,  Revlon, 
Ronson,  Transamerica,  20th  Century-Fox  and 
Xtra-all  reviewed  in  a  new  study,  with  just  3 
reconnmended  as  "buys." 
Another  Rise  for  This  Favorite?  A  dramatic  re- 
covery and  new  potential  for  growth  could  point 
to  a  return  to  investor  favor. 

Gold  Speculation-Could  the  price  of  gold  dou- 
ble or  triple  in  1968?  How  would  such  a  revalu- 
ation affect  the  dollar?  Can  the  U.S.  avoid  it? 
As  an  investor,  what  should  you-and  shouldn't 
you-do?  One  of  the  most  comprehensive  and 
unhedged  reports  of  its  kind-to  give  you  a 
clear  picture  of  the  current  gold  crisis  and  its 
meaning  for  you  as  an  investor. 

Year  Round  Tax  Strategy  For  lnvestors-23  tax- 
wise  methods  to  help  boost  income,  cut  taxes 
and  build  capital.  Learn  how  to  send  children  to 
college  on  tax-free  dollarsi  find  new  ways  to 
cut  estate  taxes;  discover  stocks  which  pay 
tax-free  dividends;  learn  the  pros  and  cons  of 
owning  property  jointly;  and  much  more  in  this 
valuable  report. 

Auto  Stocks-Chrysler,  Ford  or  G.  M.?-1968  is 
shaping  up  as  a  good-perhaps  record-breaking 
year  for  the  auto  industry.  In  addition,  auto  ex- 
ecutives are  drawing  to  aces  for  the  long  pull 
because  of  favorable  population  trends  and 
most  Importantly,  rising  personal  income. 
Which  one  of  the  auto  makers  is  likely  to  lead 
the  profit  race?  Which  2  auto  suppliers  also 
stand  to  benefit?  For  aggressive  investors,  we 
present  our  3  recommendations  in  a  new  Auto 
Stock  Package. 

Three  Unusual  New  Growth  Stocks  All  with 
such  special  "storres"  that  in  our  opinion  their 
potential  for  1968  gains  greatly  outweighs  any 
downside  risk. 

Forecast  of  the  Next  10  Years  RIA  economists 
predict  the  economy  will  hit  the  trillion  dollar 
mark-with  unprecedented  booms  in  some  areas 
and  serious  problems  in  others. 

What  Now  for  the  Life  Stocks?  An  11-section 
report  reveals  surprising  facts  about  this 
classic  growth  industry  and  analyzes  just  3 
stocks. 


We  repeat:  //  jiom  want  a  firofessional  approach 
In  invesline  which  may  help  you  avoid  mistakes 
and  invest  more  successfully  then  we  think  yoH 
should  try  Investors  Service.  The  coupon  below 
will  brin(i  it  to  you  by  return  mail.  Why  not 
return  it  while  the  matter  is  at  hand? 


r 
I    Ir 


RESEARCH       INSTITUTE    ••«""•'   institute  Build.ng 
B      INVESTORS       SERVICE   SsTFIfTAve  ,  New  York  10017 


D   Here   is   my    check   for   $5.    Please   send   me 
Investors    Service    for    5    weeks    and    the    3 
bonus  reports  circled  below.   (New   readers 
only.) 
12  3  4  5  6  7  8 

D   1    Year   $180  Q  3   Months   $42 

n  Please  send  me  all  8  reports  and  enter 
my  subscription  to  Investors  Service  for 
the  term  checked  above,  subject  to  your 
Refund   Privilege. 

n  Payment  enclosed  □  Bill  me 


Mr. 

Mrs._ 

Miss 


please  print 


Street 


City 


State 


Zip 


Your  subscription  will  not  be  transferred  without  your  consent 
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No  sales  charge,  no  deduction  for  salesman's  commissions 
There  is  no  redemption  fee 


Minimum  initial  investment  $500°° 


A  hedged  leveraged,  non  diversified  fund  employing  a 
wide  variety  of  highly  speculative  techniques  with  the 
objective  of  possible  appreciation  in  the  value  of  its  shares 


The  Hubshman  Fund,  Inc. 


Please  send  material  to: 


NAML. 


666  Fifth  Ave.  New  York,  N.  Y.  10019 
Telephone  (212)  Circle  7-0001 


STREET. 


CITY_ 


.STATE. 


.ZIP. 


F215 


MARKET  TIMING  and 
STOCK   SELECTION 

by    POINT   and    FIGURE   technique 

This  method  of  market  analysis  builds  your 
independent  judgment  in  helping  to  select 
the  right  stocks  at  the  right  time.  Widely 
used  by  professional  traders  and  investors, 
in  their  market  operations. 

FREE  ON   REQUEST 

Literature  on  Figure  Charts  of  Stocks  and 
Commodities  ...  a  daily  or  weekly  price 
change  service  .  .  .  and  instruction  material. 
All  will  be  sent  free  on  request.  Just  write 
for  F'ortfolio   F-93. 

MORGAN.    ROGERS    4    ROBERTS,    Inc. 
ISO   Broadway         •         New   York    38,    N.Y. 


PHILADELPHIA  ELECTRIC 
COMPANY 

iJJivtaena     ^/lolice 

A  dividend  of  11  cents  a  fthare 
on  thr  COMMON  STOCK  for 
tlu'  first  <|iiartrr  of  I'ibH  has 
been  dfclarod  payable  Mart-h  28 
to  stoi'kboldrrs  i>f  record  at  the 
cliMw  of  biisincfts  March  1.  Chwks 
will  be  mailed. 

C.  V.  MULEI 
Treasurer 
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total  financial  service.  Two  funds,  in- 
come and  growth,  will  be  offered  by 
Occidental's  salesmen,  beginning  in 
April  or  May. 

Bjurman  will  not  be  on  the  board  of 
Occidental's  new  mutual  funds,  but  he 
will  be  chairman  of  the  funds'  sponsor- 
ing company.  And  his  influence  is  sure 
to  be  heavy — already  he  manages  more 
than  $1  billion  in  investment  holdings 
for  Occidental  (of  which  about  6.5% 
•is  in  common  stocks,  compared  with 
the  industry  average  of  4%  ).  Bjurman 
reports  that  during  the  last  11  years 
Occidental's  industrial  stocks  have 
grown  an  average  of  17%  each  year, 
including  a  32%  jump  in  1967. 

But  Bjurman,  like  Distributor 
Group's  Herb  Anderson,  is  no  go-go 
fund  advocate.  "I  do  believe  that  there 
has  to  be  performance,"  he  says.  "But 
some  of  these  go-go  fund  managers 
are  going  to  run  into  their  own  bids: 
When  they  go  to  sell  something,  they'll 
find  that  they're  the  only  people  bid- 
ding on  it."  Yet  Bjurman  obviously  is 
no  slouch  in  the  capital  gains  depart- 
ment, and  his  definition  of  adequate 
performance — a  yearly  increase  in 
value  averaging  15%  over  a  period  of 
years — would  make  many  a  bank  in- 
vestment adviser  flinch.  "Otherwise," 
he  says,  "you  had  better  change  your 
investment  philosophy  or  get  a  new 
portfolio  manager."  Another  Bjurman 
dictum  is  constant  surveillance  of 
holdings.  "We  could  see  three  years 
ago  that  it  was  time  to  clean  out 
utilities,"  he  says.  "And  we  saw  a 
year  ago  that  it  was  time  to  clean  out 
airlines." 

Bjurman  views  with  mild  alarm  the 
current  purchase  of  common  stocks  by 
pension  funds  (the  state  of  California's 
$4-biliion  fund  is  now  buying  common 
stocks,  reportedly  at  a  $5-million-a- 
month  rate).  "Stock  prices  are  too 
high  right  now,"  he  says,  "and  many 
pensions  don't  have  stocks  in  their 
portfolios.  But  the  pensions  should 
have  bought  five  years  ago,  not  now.  A 
price  break  in  the  market  is  starting 
now."  Bjurman  also  thinks  that  fund 
management  will  require  far  more 
skill  in  the  next  few  years  than  in  the 
past,  because  the  days  of  fast  growth 
in  stock  prices  are  over  for  most  of  the 
big  companies. 

In  his  quiet,  almost  somber  way, 
Bjurman  is  optimistic  about  Trans- 
america's  new  mutual  funds.  "The  po- 
tential for  growth  is  tremendous,"  he 
&ays.  "You'd  be  amazed  at  the  num- 
ber of  f)eopIe  who  have  money  salted 
away  but  don't  know  how  to  invest  it." 
Even  if  investment  results  are  harder 
to  come  by,  the  entry  of  hordes  of  in- 
surance salesmen  into  the  fund  busi- 
ness— Occidental  is  already  training  its 
sales  corps — could  expand  the  market 
tremendously.  ■ 
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(CONTINXJED  FROM  PAGE  59) 

the  middle  class  is  confused.  They  are 
cutting  down  on  extra  work  and  be- 
coming resentful  of  welfare.  Their  real 
income  is  going  down  while  money 
rates  are  going  up." 

The  key  to  settling  the  Vietnam  war, 
Janeway  believes,  is  our  economic,  not 
military,  might.  "That  is  where  our 
strength  is."  he  says.  "North  Vietnam 
knows  this,  and  so  will  not  negotiate 
until  our  economy  regains  its 
Ntrength." 

The  first  task,  therefore,  is  to  put 
the  economy  in  order.  Since  limited 
wars  remain  a  probability,  even  after 
Vietnam  is  settled,  Janeway  argues 
that  the  U.S.  should  have  a  financial 
setup  to  enable  it  to  finance  them 
without  resorting  almost  entirely  to 
deficit  financing.  "The  Government  is 
in  a  mess."  he  insists,  and  laments  that 
no  one  seems  to  be  in  charge.  "The 
economy  is  looking  for  a  bail-out  from 
the  Government  at  a  time  when  the 
Government  needs  a  bail-out  from  the 
economy." 

Can  things  really  be  as  black  as 
Janeway  paints  them?  When  economic 
activity  is  high  and  rising?  When  in- 
flation— while  annoying — is  far  from 
runaway?  And  when  European  inves- 
tors (see  p.  21)  still  prefer  U.S.  securi- 
ties to  their  own?  Probably  not,  but 
Janeway's  flamboyant  pessimism  seems 
to  strike  some  deep  chord  in  today's 
affluent  Americans.  In  the  first  five 
weeks  that  The  Economics  of  Crisis 
was  out,  it  sold  15,000  copies,  rare 
indeed  for  a  book  on  economics.  ■ 


Eliot  Janeway 


r 


Loomis-Sayles 
Funds 

No  sales  charge  •  No  redemption  charge 
Select  one  of  these  Funds  to  fit  your  particular  needs 


1 


D  MUTUAL 

FUND  ...  a  balanced  fund 
invested  in  stocks  and  bonds  for 
possible  growth  of  capital  and 
income  —  for  the  conservative 
investor. 


D  CAPITAL 

DEVELOPMENT 
FUND  ...  a  common 


stock 


fund  aiming  at  long  term  capital  | 
growth  —  for  the  aggressive  in- 
vestor. 


Write  for  FREE  prospectus  and  literature. 
Name 


Address. 


F  2/15 


L 


Loomis,  Sayles  &  Company  \ 

Investment  Counsel 

225  Franklin  Street,  Boston,  Mass.  02110 

New  York  •  Philadelphia  •  Washington,  D.C.  •  Detroit 
Chicago  •  Milwaukee  •  San  Francisco  •  Los  Angeles  •  Toronto 


42IUh  IHrtdfitU 

Pullman 
hicorpomted 

Qunrlerly  Cash  Dividends 

Consecittirrly  Paid 

For  100  Years 

A  quarterly  dividend  of  sev- 
enty cents  (70*)  per  share 
will  i)e  paid  on  March  14, 
1968,  to  stockholdersof  record 
February  16,  1968. 

W.  IRVING  OSBOItNE,  JR. 
Chairman  and  President 

Divisions 

Pullman-Standard 

Trailmobile 

Transpori  Leasing 

The  M.  W.  Kellogg  Company 

Swindell-Dressier  Company 

Principal  Subsidiaries 

The  Canadian  Kellogg 

Company,  Limited 
Kellogg  Infernafional  Corp. 
Trailmobile  Finance  Company 
Canadian  Trailmobile  Limited 
Trailmobile  de  Mexico,  S.A. 
Standard  Steel  Works,  Inc. 
Unimation,  Inc. 


M. 


Look  into  General  Public 
Service  Corporation.<»'-^' 


now  in  its  43rd  year,  was 
fhefirst  closed-end  investment  company  to 
be  listed  on  the  New  York  Stock  Exchange, 
back  in  1929.  One  share  of  Qj^f)  repre- 
sented, on  December  31, 1967,  an  invest- 
ment in  the  securities  of  61  companies. 
The  goal  is  long  term  grovrth  of  capital  and 
Income.  Fora  list  of  the  61  companies,  mail 
the  coupon  below  for  a  free  copy  of  the 
1967  annual  report. 

*The  cost  of  one  share  based  on  a  round-lot 
purchase  at  close  December  29, 1 967. 

tIAME  ~~ 

5C0RKS  ~"  ■ 


GENERAL  PUBUC  SERVICE  CORP. 

80  Broad  Street,  New  York,  N.Y.10004 
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You  can  earn 


.  regardless  of  time 
funds  remain  in  account 

Dividends 
Compounded  Daily 

on  all  accounts  as  follows: 
funds  received  by  us  by  the 
10th  of  any  month  and  held 
»     "^^  to  the  end  of  the  quarter  earn 

from  the  1st.  Funds  received  by  the  10th  of  the 
month  and  withdrawn  before  the  end  of  the 
quarter  earn  from  the  date  of  receipt  to  the 
actual  date  of  withdrawal.  Funds  do  not  have 
to  remain  in  the  account  a  minimum  of  3  months. 


5 


5.13^ 


^^    per  annum 
X^  base  rate 

ON  AU  ACCOUNTS 

Current  Rate 
EquivalanI  to 

per  annum  when  princi- 
pal and  dividends  remain 
In  the  account  one  year 
and  dividends  are  compounded  daily. 

On  New  Bonus  Accounts 

you  get  on  additional 

_    I     QT     per  annum  on   accounts  held 

t  / A '^    36  months.    Bonus   accounts 

/  ^  must  be  opened   In  minimum 

amounts  of  $1,000  or  In  multiples  of  $1,000. 

HB  EST.  1937 

Fidelity. 

I     SAVINGS   A   LOAN   ASSOCIATION 

\      Box  1631-22    •    Giendale,  Calif.  91209 

Qr  FIDELITY    FEOERAt    SAVINGS 

I  CI   F'eose  send  inlormotion  oboui  your  sovings  accounti. 
Q    Pleose    send    information    obout    your 
I         CHECKA-MONTH    plon. 


NAME- 


I  ADDRESS. 
I 


CITY. 


-STATE 

PI-CASe  PRINT 


.ZIP. 
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OCEANOGRAPHY 
STOCKS! 

Two  Smaller  Companies 
Rated  As  Buys  Now 

Our  Editors  hove  just 
prepared  a  Speclol  Report 
on  "The  Investment  Opportunities 
in  Ocean  Science  Stoci^s" — 
feoturing  "Two  Smaller  Companies 
With    Outstonding    Growth    Prospects. 
You  will  get  this  Report  as 
your  bonus  with  o  3-week 
trial  subscription  to  The 
Tillman  Survey,  our  weekly 
advisory  service  (new  readers  only) 
Pin  $2  to  this  ad  and  mail  with 
your  name  and  address  to 
The  Tillman  Survey  lric., 
Dept,  F  215,   146  Westminster 
Street,  Providence,  R.I.  02903 


READERS  SAY 


(Continued  from  page  12) 

going  to  be  shipped  by  barge  during  the 
height  of  the  Christmas  mail  rush.  One 
of  the  barges  to  AJaska  went  aground 
shortly  before  Christmas  somewhere  in 
the  Queen  Charlotte  Islands  and  was  de- 
layed for  a  number  of  days  before  it  was 
again  floated  and  put  back  under  tow. 
Some  of  the  mail  on  this  barge  may  have 
been  lost.  That  is  where  we  think  our 
Forbes  magazines  went. 

The  Jan.  1,  1968  issue  of  Forbes  ar- 
rived about  Jan.  25,  quite  dog-eared. 

—Claude  Richardson 
Anchorage,  Alaska 

They're  Backing  Britain 

Sir:  Re  your  editorial  "As  For  Britain" 
(Forbes,  Feb.  1,  p.  11).  Bravo  for  the 
five  secretaries!  This  is  truly  noteworthy 
in  socialist  Britain.  The  real  chilling 
thought  is  that  in  free-enterprise  America 
they  couldn't  do  this — the  federal  wage- 
hour  law  prohibits  it. 

— Daniel  Green 
Duncan,  Okla. 

A  Week  of  Giving? 

Sir:  There  are  millions  of  Americans 
who  are  concerned  about  the  survival  of 
our  way  of  life  (Forbes,  Jan.  1,  p.  37).  I 
propose  that  we  set  aside  a  "Week  of  Giv- 
ing." It  is  my  suggestion  that  every  citi- 
zen with  a  determinable  income  give  the 
U.S.  Government  his  or  her  take-home 
pay  for  one  week.  The  approach  would 
be  simple — your  country  is  in  trouble, 
and  this  is  an  opportunity  for  you  to  do 
something. 

— H.  W.  Wells 
USASA  Field  Station 
Herzogenurach,  Germany. 

A  Clear  Question 

Sir:  The  universal  nature  of  your 
readers'  response  to  Toynbee's  article 
(Forbes,  Jan.  1,  p.  38)  indicates  indis- 
putably the  decline  of  American  intellect; 
or  poses  the  question,  "Is  there  none 
among  your  readers?" 

There  is  something  awful  in  a  society 
whose  business  leaders  cannot  tolerate 
and  benefit  by  the  philosophy  of  a  great 
historian.  How  reminiscent  of  another 
society  in  modern  history. 

— Albert  C.  Steucek 
Wethersfield,  Conn. 

Consumers'  Question 

Sir:  A  note  on  an  inflation  note 
(Forbes,  Jan.  15).  Wherefore  does  it 
matter  if  the  food  companies  increase 
their  refund  offers  four,  five,  a  hundred- 
fold since  they  so  .seldom  pay  off!  My 
wife  ran  into  a  series  of  six  nonpayers 
in  years  past — we  were  younger  then 
and  still  invested  time  and  postage  in 
search  of  the  free  and  special  and  new. 
— Phillip  Good 
Canoga  Park.  Calif. 
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POOR     &    COMPANY 


filanufacturers  of  railway  equipment  products,  sleel 
(orgings  and  castings,  pit,  quarry  and  road  building 
machinery,  stitched  canvas  and  woven  belting. 


DIVIDEND  NOTICE 

The  Board  of  Directors  of  Poor  &  Com- 
pany declared  a  quarterly  dividend  of 
30  cents  per  share  on  the  common 
stock  payable  March  1,  1968  to  stock- 
holders of  record  at  the  close  of  busi- 
ness February  2, 1968. 

A.  J.  FRYSTAK 
Vice  President  4  Secretary 

January  24,  1968 
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CONVERTIBLE   BONDS 

and  177  convertible  preferred  stocks 
are  charted  by  our  R.H.M.  CONVERT- 
IBLE SURVEY  on  unique  and  inval- 
uable conversion  ratio  charts  which 
pinpoint  buying  opportunities.  Are  you 
fully  conversant  with  convertibles — 
recognize  their  opportunities  when 
they  occur.'  To  introduce  you  to  a 
complete  investment  service  covering 
the  entire  field  of  convertibles,  we 
invite  you  to  send  for  our  FREE  re- 
port on  "Convertible  Opportunities."  It 
is  a  full  explanation  of  convertibles 
which  can  prevent  future  missed  oppor- 
tunities for  you.  There  is  no  obligation. 
Send  to:  "Convertibles,"  Dept.  F-16, 
R.H.M.  Associates,  220  Fifth  Ave.,  New 
York,  N.Y.  10001. 
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SOUTHERN 

NATURAL  GAS 

COMPANY 

Birmingham.  Alabama 

Common  Slock  Dividend  No.  1H 

A  regular  quarterly  dividend  of  35 
cents  per  share  has  been  declared 
on  the  Common  Stock  of  Southern 
Natural  Gas  Company,  payable 
March  14,  1968  to  stockholders 
of  record  at  the  close  of  busi- 
ness on  February  29, 1968 


PETER  C    SMITH 

vice  President  and  Secretary 

Dated:  January  26,  1968 


g 


DIVIDEND  NOTICE 

More  than  760,000  owners  of 
Standard  Oil  Company  (New 
Jersey)  will  share  in  the  earn- 
ings of  the  Company  by  a  divi- 
dend of  85^  per  share  declared 
January  25,  1968  and  payable 
March  11,  1968  to  shareholders 
of  record  February  8,  1968. 

1968  is  the  86th  consecutive 
year  in  which  cash  dividends 
have  been  paid. 

Standard  Oil  Company 

(Neir  Jersey) 


£sso 


QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
OlSnUERS 
:CHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 

The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  45?  per  share  on 
the  outstanding  Common  Stock,  pay- 
able on  March  1.  1968,  to  stockholders 
of  record  on  February  9,  1968.  The 
transfer  books  will  not  close. 
January  25,  1968. 
RAMSEY  E.  JOSLIN,  Treasurer 
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THOUGHTS . . .  BUSINESS  OF  LIFE 


If  you  can  command  yourself,  you 
can  command  the  world. 

— Chinese  Proverb. 


Old  George  Washington's  forte  was 
not  to  hev  eny  public  man  of  the  pres- 
ent day  resemble  him  to  eny  alarmin 
extent.  — Artemus  Ward. 


Habit  is  not  to  be  flung  out  of  the 
window  by  any  man,  but  coaxed  down- 
stairs a  step  at  a  time. — Mark  Twain. 


There  was  this  advantage  in  the  old 
rigid  forms,  that  they  committed  you 
to  the  fulfillment  of  a  resolution  by 
some  outward  deed.  — George  Eliot. 


A  man  who  only  does  what  every- 
one of  the  society  to  which  he  belongs 
would  do,  is  not  a  dishonest  man. 

— Samuel  Johnson. 


People  who  are  always  taking  care 
of  their  health  are  like  misers,  who 
are  hoarding  up  a  treasure  which  they 
have  never  spirit  enough  to  enjoy. 

— Laurence  Sterne. 


There  are  very  few  so  foolish  that 
they  had  not  rather  govern  them- 
selves than  be  governed  by  others. 

— Thomas  Hobbes. 


Individuality  is  to  be  preserved  and 
respected  everywhere,  as  the  root  of 
everything  good. 

— Jean  Paul  Richter. 


B.  C.  FORBES 

Exercise  self -control,  self-re- 
liance, unselfishness,  and  pay 
such  attention  to  habits  that  you 
won't  have  to  worry  overmuch 
about  health. 


Habit  is  either  the  best  of  servants 
or  the  worst  of  masters. 

— Nathaniel  Emmons. 


To  become  a  thoroughly  good  man 
is  the  best  prescription  for  keeping  a 
sound  mind  in  a  sound  body. 

— Francis  Bowen. 


Pride  is  a  fruitful  source  of  un- 
easiness. It  keeps  the  mind  in  disquiet. 
Humility  is  the  antidote  to  this  evil. 

— LYDIA    SlGOURNEY. 


The  surest  cure  for  vanity  is  lone- 
liness. — Thomas  Wolfe. 


You  are  tried  alone;  alone  you  pass 
into  the  desert;  alone  you  are  sifted  by 
the  world. 

— Frederick  W.  Robertson. 


No  man  who  is  not  willing  to  help 
himself  has  any  right  to  apply  to  his 
friends,  or  to  the  gods. 

— Demosthenes. 


The  question  we  do  not  see  when 
we  are  young  is  whether  we  own  pride 
or  are  owned  by  it. 

— Josephine  Johnson. 


May  I  govern  my  passions  with  ab- 
solute sway,  and  grow  wiser  and  better 
as  life  wears  away.      — Isaac  Watts. 


How  people  keep  correcting  us 
when  we  are  young!  There's  always 
some  bad  habit  or  other  they  tell  us 
we  ought  to  get  over.  Yet  most  bad 
habits  are  tools  to  help  us  through  life. 

— Goethe. 


I  have  ever  held  it  a  maxim,  never 
to  do  through  another  what  it  was 
possible  for  me  to  do  myself. 

— Charles  de  Montesquieu. 


Independence  is  good,  but  isolation 
is  too  high  a  price  to  pay  for  it. 

— Benjamin  R.  Tucker. 


It  is  a  boresome  disease  to  try  to 
keep  health  by  following  a  too  strict 
regimen.  — La  Rochefoucauld. 


Pride  is  a  form  of  selfishness. 

— David  Lawrence. 


Selfishness  is  that  detestable  vice 
which  no  one  will  forgive  in  others, 
and  no  one  is  without  in  himself. 

— Henry  Ward  Beecher. 


He  who  changes  his  habits  will  soon 
be  dead.        — Portuguese  Proverb. 


More  than  3,000  "Thoughts."  in- 
dexed bv  author  and  subject,  are  notv 
available  in  a  574-page  book  at  $5.95. 
Send  check  and  order  to:  Forbes  Inc.. 
60  Fifth  Avenue,  New  York,  N.Y. 
won.  (Sales  tax:  New  York  City, 
add  5%.  Other  parts  of  New  York 
State,   add  2%    to  5%    as  required.) 


A  Text .  .  . 


Sent  in  by  Grace  I^eimbacher.  J»- 
liet,  111.  What's  your  favorite  text? 
The  Forties  Scrapbook  of  Thoughts 
on  the  Business  of  Life  is  pre- 
sented tci  senders  of  texts  usetl. 


In  quietness  and  in  confidence  shall 
be  your  strength. 

— Isaiah  30:15 
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ligh  y  diversified  corporation  now  has 
6  major  divisions. 

If  they  were  independent  companies,  all  6 
would  rank  among  America's  top  500 
industrial  corporations. 

The  name  is  Tenneco, 


O    Oil    ORILLiNG    R)C    IN    THE    C^ 


Tenneco.  A  major  diversifier  that  keeps  growing  every  year. 

Now  America's  13th  largest  industrial  corporation  by  assets-^3.6  billion. 

With  broad  chemical  operations.  Oil  production,  refining,  marketing. 

Natural  gas  pipelining.  Paperboard  and  packaging. 

Manufacturing  of  construction  and  farm  equipment,  auto  parts.  LTENNECOJ  TcNNcUU   INu. 

Ranching,  farming,  land  development.  Insurance  and  banking. 

That's  Tenneco-a  major  diversilier  that'd  like  to  do  business  with  you. 


'^niiiiK»>  'ENNEC:   ChEk'  :i.f 


^  "•.NtSSEt/»5  ^Ri'.-v  V  :\  -: 


■  •'     PiCKSGiNG  CORPORiliON  Of  JVtRlCl 


^h      K 


ESN  COUNIV  UNO  CO. 


IN  our  experience  no  company  which  has  steadily  invested  in 
more  and  more  modern  cost-cutting  equipment  and  whose 
workmen  have  used  it  to  the  best  of  their  ability,  has  failed  to  em- 
ploy more  people  at  higher  wages  with  more  security  in  their  jobs. 

And  because  more  and  more  companies  agree  with  this  belief, 
Warner  &  Swasey  is  selling  more  and  more  of  its  modern,  cost- 
cutting  equipment. 

All  of  which  is  a  good  sign  for  the  future  of  this  country.  And 
Company. 


Large  AC  Automatic 
Turret  Lathes  help  cut  costs 
on  complex  jobs. 


WARNER 


SWASEY 

Cleveland 

PRECISION 
MACHINERY 
SINCE  1880    - 


YOU  CAM  PRODUCE  IT  BETTER,  FASTER,  FOR  lEJS  WITH  WARMER  &  SWASEY  MACHINE  TOOLS,  TEXTILE  MACHIMERY,  CONSTRUCTION   EQUIPMENT 
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POCKET-ROCKBt 


...has  a  better  idea 


z 


Opportunity:  50  million  teenagei 
want  to  take  their  kind  of  mus 
to  parties,  the  beach,  and  oth< 
teen  happenings.  D  Fact:  Philc< 
Ford  has  designed  a  full-lengtl 
full-fidelity  record  so  small,  25  < 
50  fit  easily  into  a  pocket,  pun 
or  beach  bag.  We  call  them  HP's— Hip-Pocket  records.  Ar 
they  play  on  Philco-Ford's  new  mini  radio/record  playe 
that  weighs  less  than  2  pounds!  And  plays  HP's,  LP's  ar 
45's.  Growth  potential:  Last  year,  teens  spent  $177,500,0( 
on  their  music.  And  there  are  more  teenagers  every  yea 
n  Consumer  electronics.  Just  one  of  Ford  Motor  Company 
growing  interests.  Others:  Education.  Space.  World  nutritio 
n  Ford  is  where  what's  happening  .  .  .  happens. 

for  the  teen  music  market. 
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an  old  early-model  desktop  copier 
that  squanders  time  and  money 


^quandrel 

in  your  office?  Retire  it! 


) 


Coronastat  88  is  here! 
The  high-speed  desktop  that 
cuts  your  wait,  cuts  your 
costs,  gives  crisp,  clean 
copies  without 


fl|f 


A  squandrel  Is  a  squanderer  of  time,  and  a 
wastrel  with  mone/.Time  to  retire  yours! 

The  new  Coronastat* 88"  is  the  replace- 
ment you  need.  We  designed  it  to  minimize 
employee  waiting  time,  reduce  your  waste 
of  materials,  cut  ail  your  copying  costs. 

So  fast  it's  like  having  two  desktops  for 


the  price— and  in  the  space— of  one. 

Coronastat  88  lets  you  dial  1-10  copies 
from  an  original  and  get  them  in  seconds. 
Crisp,  dry  copies  in  exact  original  sizes  up 
to  1  T/j  by  14  inches.  With  no  warm-up  time. 

Engineering  advances  ore  everywhere. 
Even  our  Coronastat  paper  is  specially  engi- 


neered for  performance.  If  you  require  only 
single  copies,  our  new  Coronastat  66  "is  just 
as  fast  and  even  more  economical. 

Coll  your  SCM  Coronastat  representative 
today,  for  a  demonstration.  He'll  help  you 
retire  your  squandrel  and  save. 

You  can't  beat  the  system— Coronastat. 


Coronastat  Photocopiers 

SMITH-CORONA  MARCHANT  .  division  of  scm  corporation 
299  Pork  Avenue,  New  York  10017  •  Offices  in  Conoda  end  major  cities  throughout  the  world. 
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Side  Lines 


From  the  Cutting  Room  Floor 

In  researching  eacli  issue  of  the  magazine,  Forbes  writers  and  editors 
come  across  all  manner  of  interesting  material  which  doesn't  quite  fit 
into  our  concept  of  a  tightly  written  business  story.  Some  of  it  is  just 
too  good  to  throw  away,  however.  Here  are  a  few  of  the  interesting 
items  that  ended  up  on  our  cutting  room  floor  this  issue. 

Staffer  Howard  Rudnitsky  did  the  story  on  Gillette's  comeback  that 
appears  on  page  24.  Rudnitsky  wondered:  Is  the  youthful  trend  toward 
beards  a  threat  to  Gillette?  No,  the  company  assured  him.  Paul  Fruitt, 
vice  president  for  planning  and  administration  of  Gillette  Safety  Razor, 
said:  "There's  a  romantic  attraction  in  beards,  but  it  wears  off.  Most 
of  the  young  men  who  grow  them  either  shave  them  off  a  few  years 
later  or  settle  for  a  mustache."  Then,  is  all  well,  sociologically  speak- 
ing, on  Gillette's  many  fronts?  Not  quite.  "What  we  are  concerned 
about,"  Fruitt  said,  "is  the  Bobby  Kennedy  hair  look.  We're  big  in 
hairgrooming  with  Heads  Up  hair  cream,  and  we  see  this  market  dimin- 
ishing, thanks  to  Bobby's  influence." 

Candy  Makes  You  Thin?  Talking  about  social  habits,  waistline 
watching  is  an  obsession  for  many  of  us.  Reporter  Ed  Riner,  who 
worked  on  the  candy  industry  story  (see  p.  44),  had  this  to  report:  "On 
the  old  principle  that  the  best  defense  is  a  good  offense,  the  candy  in- 
dustry may  soon  start  boasting  about  its  calories  rather  than  trying  to 
forget  about  them."  A  straw  in  the  wind  is  a  pamphlet  Riner  got  from 
the  National  Confectioners  Association.  It  contends  that  candy  before 
meals  is  a  great  way  to  reduce  the  appetite.  Says  the  pamphlet:  "Be- 
cause candies  raise  the  blood-sugar  level  .  .  .  they  can  depress  the 
appetite.  This,  in  turn,  makes  them  good  reducing  aids." 

After  visiting  Tycoon  Cyrus  Eaton  in  his  Cleveland  office  recently 
{see  p.  26),  Associate  Editor  Robert  Flaherty  and  Senior  Editor 
Harold  Lavine  came  back  with  enough  material  to  fill  a  small  book. 
One  particular  gem  was  Eaton's  explanation  of  his  own  success.  Said 
he:  "I  believe  in  the  reading  of  great  books.  Unlike  other  hobbies, 
they  don't  strain  my  nervous  system  or  my  digestion  or  my  health. 
/^Iso,  I  got  the  habit  of  enjoying  work  when  I  was  very  young.  It's  the 
only  reason  I  still  go  on.  Other  thousands  of  men  have  had  more  brains 
than  I,  but  they  didn't  want  to  work."  The  prescription  sounds  almost 
too  simple  to  be  true,  but  Cyrus  Eaton  is  impressive  evidence. 

Why  Not  Women?  Some  months  ago  we  did  a  story  on  the  Menninger 
Foundation's  Division  of  Industrial  Mental  Health.  Dr.  Harry  Levin- 
.son,  the  director,  told  our  reporter  that  one  reason  so  many  railroad 
executives  have  male  secretaries  is  "their  .  .  .  aggressive  ways  of  doing 
things."  The  other  day,  while  investigating  the  railroad  rate  situation. 
Staff  Writer  Henry  Neiger  started  wondering  if  Dr.  Levinson  was 
right.  He  talked  with  the  executives  themselves  about  it.  They  told  him 
the  real  reason  dates  back  to  the  days  when  railroad  executives  spent 
a  good  deal  of  time  on  the  road,  using  a  private  railroad  car  as  their 
office  and  working  at  odd  hours.  Discretion  and  convenience  both  dic- 
tated the  employment  of  male  secretaries. 

Rail  executives  still  prefer  male  secretaries  because  they  are  avail- 
able for  travelling  at  short  notice,  but  they're  harder  and  harder  to 
find.  The  roads,  therefore,  are  beginning  to  hire  women  for  head- 
quarters work. 

Almost  every  story  produces  odd  bits  of  information  like  this.  We're 
sorry  we  can't  share  them  all  with  our  readers.  ■ 


( 


Did  you  answer  "no"  to  any  of  the 
questions  on  the  opposite  page?  If 
you  did,  your  16-year  old  may  have 
better  driving  habits  than  you   do. 
(Don't  he  mad.  Be  happy.) 
The  chances  are  good  that  he 


learned  those  good  habits  in  one  of 
the  12,000  cars  Chrysler-Plymouth 
and  Dodge  dealers  are  making  avail- 
able to  accredited  driver  education 
courses  this  year. 

Free   cars?    Sure.    Chrysler   Cor- 


poration has  a  vested  interest 
courteous  driving. 

Since   1964,  our  dealers 
over  33,000  cars  to  over  4,0( 
schools  and  colleges— free  of 

We  send  the  high-spirited  i 


1.  Do  you  use  safety  belts  every  time  you  drive? 

2.  Do  you  check  your  rear  view  mirrors  every  few 
seconds? 

3.  Do  you  signal  when  you're  going  to  change  lanes? 

4.  Do  you  stay  a  car's  length  behind  the  car  in  front 
for  every  ten  miles  per  hour  of  speed? 

5.  Do  you  always  stay  within  the  posted  speed  limits? 

6.  Do  you  always  reduce  your  speed  when  the  pave- 
ment is  wet? 

7.  Do  you  stop  for  a  rest  when  you  feel  yourself  get- 
ting tired? 

8.  Do  you  drive  defensively,  always  assuming  the 
other  fellow  might  do  something  wrong? 

9.  Do  you  always  lower  your  headlights  for  oncoming 
cars? 

• 

10.  Do  you  always  check  your  tires  before  setting  out 
on  a  long  trip? 


YES 

NO 

YES 

NO 

YES 

NO 

YES 

NO 

YES 

NO 

YES 

NO 

YES 

NO 

YES 

NO 

YES 

NO 

YES 

NO 

wa^ 


)upe  to  high  schools  all  around 
untry  to  put  on  musical  safe- 


g  assemblies. 


supply  free  teaching  materials 
ver  education  courses. 
America's  fifth  largest  indus- 


trial corporation,  we  figure  this  is 
only  natural. 

We  build  good  cars.  Why  not  help 
build  good  drivers? 

Plymouth  •  Dodge  •  Chrysler  •  Imperial 
Dodge  Trucks  •  Simica  •  Sunbeam 


w 


CHRYSLER 

CORPORATION 


HMd  Ofllct,  5670  Wllshlia  Blvd.,  Los  Anieles 


[Miil.lliii'M 

lMII|||,l,,tlt' 


rliiiiiiii 


BIG  MONEY 
KEEPS 
MOVING  ' 
TO  THE  NATION'S 
LARGEST  FEDERAL 


ASSETS  EXCEED  $1.5  BILLION 

Join  the  Big  Money  movement.  The 
nation's  largest  federally  chartered 
savings  association  pays  5%  on  regular 
passbook  accounts  (5.127%  annual 
yield,  when  savings  and  all  dividends 
remain  a  year,  if  our  5%  current  annual 
rate  is  compounded  daily  and  maintained 
a  year).  Dividends  compounded  daily. 
Earnings  on  regular  passbook  accounts 
paid  quarterly.  Funds  withdrawn  be- 
tween regular  dividend  payment  dates 
earn  to  date  of  withdrawal,  provided 
they  have  earned  for  three  months  and 
the  account  remains  open  to  the  end  of 
the  quarter.  Experienced  management; 
same  sound  policies  since  1925.  550,000 
individuals,  corporations  and  trusts  served 
in  100  foreign  countries  and  50  states, 
manywithaccountsof  $25,000,  $100,000, 
$200,000  and  more.  Special  attention  to 
mail  accounts.  Funds  received  by  10th  of 
any  month  earn  from  1st.  Funds  received 
after  10th  earn  from  1st  of  following 
month.  Join  the  Big  Money  Movement  — 
send  check  or  money  order  with  coupon. 

MEMBER:  FEDERAL  SAVINGS  &  LOAN  INSURANCE  CORPORATION 
MEMBER:  FEDERAL  HOME  LOAN  BANK  SYSTEM. 

CALIFORNIA  FEDERAL 
SAVINGS 

AND  LOAN  ASSOCIATION 

18  Offices  in  Los  Angeles,  Orange,  Ventura  Counties 


FREE!  "THE  CALIFORNIA 
FEDERAL  STORY."  Colorful, 
exciting!  Latest  issue  includes 
news  of  Southern  California 
and  California  Federal  Savings; 
latest  financial  statement.  Mail 
coupon  today  for  free  copy! 


California  Federal  Savings  Association,  Box  54087, 
Terminal  Annex,  Los  Angeles,  California  90054 
D  Please  send  free  "California  Federal  F-51 

Story"  and  CalFed  MAIL-SAVER®. 

Please  open  account: 

D  Passbook  ($50  or  more) 

D  Joint        D  Individual        Q  Trust 

Name(s) 

Address 

City 


-State. 


.Zone. 


Funds  enclosed  in  amount  of  $. 
I  Soc.  Sec.  or  Ident.  No 
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BUSINESS 


Learning  from  Industry.  Retired 
General  Electric  Chairman  Ralph 
J.  Cordiner  believes  that  industrial 
techniques  will  have  to  be  used  if 
the  U.S.  is  to  give  a  quality  educa- 
tion to  all  of  its  children.  He  re- 
cently spoke  on  the  subject  at  Berk- 
ley Preparatory,  a  private  Tampa, 
Fla.  school  to  which  he  donated 
part  of  his  ranch.  "I  don't  think 
you'll  have  enough  teachers  if  you 
continue  to  multiply  future  class- 
rooms by  today's  teacher-pupil  ra- 
tio," Cordiner  said.  "[But]  industry 
has  proved  there  is  no  limit  to  an 
employee's  ability  to  produce,  be- 
cause industry  designs  factories  and 
uses  machines  to  expand  the  em- 
ployee's productive  power.  Not  only 
will  the  schools  have  to  handle  an 
increasing  number  of  students," 
Cordiner  said,  "but  we  will  have 
to  design  schools  to  expand  the 
challenge  to  students." 

Biding  His  Time.  For  several 
years  Freeport  Sulphur  looked  on 
enviously  as  Texas  Gulf  Sulphur 
basked  in  the  limelight  of  its  copper 
discovery  in  Timmins,  Ontario  in 
1964.  Earlier  this  year  FS  Chair- 
man Langbourne  M.  Williams  had 
the  chance  to  crow  loudly  about 
Freeport's  own  mineral  discoveries: 
nickel  in  Australia  and  copper  in 
West  Iran.  Unlike  TGS,  he  an- 
nounced his  bombshell  in  low  key. 
Wall  Street  reacted  with  a  slight 
tremor  for  a  few  weeks,  and  then 
the  market  and  FS  settled  back 
to  business  as  usual.  The  lack  of 
speculative  fever  doesn't  belittle 
FS'  finds.  It's  just  that  conserva- 
tive Williams  is  satisfied  with  the 
current  bright  outlook  for  sulphur. 
The  nickel  and  copper  ores  are  his 
reserves  for  the  time  when  the  sul- 
phur market  begins  to  slip. 

See-Through  Sixpacks.  Reynolds 
Metals  has  developed  a  clear  poly- 
vinyl chloride  film  to  replace  the 
familiar  cardboard  that  encases 
six-can  packages  of  beer  or  soft 
drinks.  The  package  is  already  be- 
ing tested  on  Hamm's  beer  in  San 
Diego.  Pepsi-Cola  is  also  working 
with  it.  "We're  ironing  out  the  pro- 
duction bugs  now,"  says  a   Pepsi 


man,  "and  then  we'll  begin  test- 
marketing."  The  advantages  of  the 
film  are  three:  It  doesn't  need  the 
brand  name  printed  on  it,  it  keeps 
the  lids  clean  and  it  results  in  a 
liny  wad  for  the  garbage  can. 

Rail  vs.  Air  Mail.  When  the  Post 
Office  recently  decided  to  divert  all 
regular  first-class  mail  to  the  air- 
lines, the  railroads  claimed  they 
had  been  deserted.  But  the  Post 
Office  insists  that  the  railroads  de- 
serted the  mail.  In  1958  the  rail- 
roads had  over  2.627  trains  avail- 
able for  moving  the  mail  vs.  only 
741  today,  say  postal  officials.  With 
the  tremendous  increase  in  mail 
volume  over  the  past  decade,  the 
Post  Office  had  no  choice  but  to 
make  the  switch. 

Nothing  Sacred?  Because  today's 
Boy  Scouts  may  be  more  enthu- 
siastic about  exploring  the  inside 
of  a  corporation  than  some  remote 
forest,  several  big  corporations  have 
set  up  explorer  scout  posts.  For 
example,  J.C.  Penney  sponsors  a 
retailing  post  in  which  the  scouts 
learn  stock  control,  price-listing 
and  inventory  control.  IBM,  New 
York  Telephone,  First  National 
City  Bank  and  Young  &  Rubicam 
have  set  up  similar  posts.  The 
programs  are  not  without  value  to 
the  companies.  Says  one  J.C.  Pen- 
ney man,  "These  boys  are  con- 
sidered outstanding  sources  of  peak 
part-time  help." 


OVERSEAS 


Outpost  of  Empire.  Three  of 
London's  major  stockbrokerage 
firms  have  recently  purchased  seats 
on  the  Pacific  Coast  Stock  Ex- 
change so  that  they  may  offer  their 
clients  lower  commission  rates  on 
purchases  of  U.S.  securities.  Why? 
Because  the  New  York  Stock  Ex- 
change requires  that  its  member 
firms  have  no  more  than  45%  cap- 
ital or  profit  participation  in  the 
hands  of  non-U .S.  citizens.  Thus 
foreign  brokers  have  traditionally 
dealt  through  U.S.  member  firms, 
adding  their  own  commission  on 
top  of  the  American  one.  This  has 
begun  to  pinch,  and  so,  shut  out  of 
Big  Board  membership,  Cazenove 
&  Co.,  Rowe  &  Pitman  and  Joseph 
Sebag  &  Co.  of  London  have  gone 
to  the  PCSE,  which  deals  in  about 
750  of  the  1,200  issues  listed  on 
the  Big  Board. 

(Continued  on  page  12) 
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Once  she  would've 
shouted  across  the  Atlantic. 
Now  she  can  whisper. 


Calls  across  an  ocean  used  to  be 
ite  an  ordeal— fade  out,  fade  in,  static 
lecause  part  of  the  connection  was 
radio,  and  transmission  was  at  the 
;rcy  of  atmospheric  conditions. 
But  now  when  you  phone  Europe, 
ances  are  you'll  be  connected  di- 
:tly  by  underseas  cable,  with  no  voice 
ie  or  static.  A  British  subsidiary  of 
r.  Standard  Telephones  and  Cables 
i.  (STC),  has  had  a  lot  to  do  with  this 


improvement  in  your  calls. 

To  strengthen  the  voice  signal  along 
its  trip,  special  amplifiers  called  re- 
peaters are  spliced  into  submarine 
cable  at  regular  intervals.  In  the  1950's, 
in  collaboration  with  the  British  Gen- 
eral Post  Office,  STC  developed  a  rev- 
olutionary new  kind  of  repeater  that 
let  a  single  cable  handle  the  traffic  that 
once,  took  two. 

Today,  STC  repeaters  have  a  com- 


bined service  record  of  over  3,500  years 
without  a  single  system  failure.  Of  the 
global  web  of  STC  submarine  cables, 
more  than  20,000  miles  is  made  up  of 
a  new  easier-to-lay  lightweight  cable. 

As  more  of  the  world  is  connected 
by  these  ultramodern  cables,  more 
overseas  calls  will  start  off  with,  "You 
sound  just  like  you're  in  the  next  room." 

International  Telephone  and  Tele- 
graph Corporation,  New  York,  N.Y. 


ITT 


You  can  believe  most  things  your  best  friend  tells  you. 
But  when  he  starts  rhapsodizing  about  J&B  — don't  take 
his  word  for  it. 

Take  a  sip  of  J&B  instead. 

You'll  find  the  flavor  is  unique.  Beyond  all  words. 
Beyond  the  scotch  you  used  to  think  was  great. 

Now  that  you've  discovered  J&B's  rare  good  taste, 
be  careful.  Don't  you  fall  into  that  same  trap. 

Don't  start  trying  to  describe  it,  analyze  it,  explain  it. 
Forget  all  the  adjectives  and  just  tell  others  to  try  J&  B  for 
themselves. 

Because  now  you  know  that  only  tasting  is  truly 
believing. 

even  your 
best  friend 
can!  ten  you 
about  It 


The  unique  flavor  of 
J&B  Rare  Scotch 


pennies  more  in  cost 

worlds  apart  in  quality 

the  premium  product  of 

JUSTERINI&  BROOKS 

founded  1749 
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High-Protein  Pause.  The  mas: 
production  of  high-protein  synthetic 
foods  is  essential  to  feeding  th( 
world's  hungry.  However,  the  dif 
ficulty  has  been  to  come  up  witl 
a  high-protein  food  that  could  easi 
ly  be  incorporated  into  the  tradi 
tional  diets  of  the  various  countries 
Several  companies  have  ahead; 
tried  and  failed.  But  there's  on< 
company  whose  product  has  sue 
ceeded  in  breaking  into  almost  ev 
ery  traditional  diet:  Coca-Cola 
And  what  it  has  done  with  Cok( 
it  thinks  it  can  do  with  Saci,  \X 
new  high-protein  beverage.  Coke': 
President  J.  Paul  Austin  has  al 
ready  sent  his  people  to  India 
South  Korea,  the  Philippines  am 
Samoa  to  set  up  Saci  productioi 
plants. 

In  the  Red.  Europeans  are  nov 
extending  to  the  Russians  long-tern 
revolving  credits  to  the  tune  o 
more  than  $1  billion.  The  mone; 
is  being  offered  to  the  Russians  ti 
keep  their  buying  appetite  for  Eu 
ropean  goods  at  its  current  all-timii 
high.  Great  Britain,  Italy  am 
France  are  the  big  lenders,  but  thr 
Russians  recently  got  a  big  chunl 
of  credit  from  the  Belgians  to  bu; 
an  entire  acrylic  polymer  plant 
The  Russians  are  buying  all  sort 
of  petrochemical  plants  and  ma 
chinery  with  emphasis  on  gettin 
more  production  in  synthetic  fiber; 
U.S.  companies  are  cashing  in  oi 
the  Russian's  buying  spree  througl 
"back-door"  deals  made  by  thei 
subsidiaries  or  affiliates  in  Europe 

Courting  the  Queen.  With  fe\ 
business  booms  heard  from  th 
U.K.  nowadays,  Cunard  Lines  i 
trying  to  capitalize  on  one  tha 
is  booming:  the  cruise  busines 
(Forbes,  Feb.  15).  Cunard  ha 
launched  a  merchandising  prograr 
tying  more  than  200  products  tl 
the  name  of  its  new  Queen  Elizc 
beth  II  cruise  ship.  The  product 
include  such  items  as  $1,000  plat 
num  medallions,  marine  watche; 
razor  blades,  leather  book  mark; 
battery-operated  models  of  the  ship 
even  hand  puppets  of  the  crew  i 
full  uniform.  Since  the  manufac 
turers  are  already  producing  th 
items  under  Cunard  licenses,  th 
Queen  is  making  money  even  b« 
fore  her  first  voyage.  ■ 
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onyoiii! 

paper 

ma^G  cacpet? 


The  magic  of  magazines  takes  you  everywhere.  To  your  own  favorite 
world  of  travel  or  entertainment.  Of  science,  current  events,  fashion 
or  the  arts. 

Great  Northern  supplies  the  coated  and  uncoated  papers  that 
magazine  people  need.  We  make  them  highly  printable  and  easy  to  run. 
With  necessary  bulk,  yet  light  in  weight  to  keep  the  costs  of  mailing  low. 
We  have  the  credentials.  Lightweight  papers  have  long  been  our 
specialty,  and  we're  the  leading  independent  supplier  of  groundwood 
printing  papers  in  the  nation. 

What  else  from  Great  Northern?  Newsprint.  And  paper  for  mail 
order  catalogs.  Paperbacks.  Phone  books.  Containerboard  for  making 
corrugated  boxes.  And  the  plywood  used  in  construction. 

To  meet  this  demand  Great  Northern  draws  on  more  than  2.4  mil- 
lion acres  of  woodlands.  Yet  we  annually  grow  more  trees  than  we 
harvest.  And  in  Maine,  Georgia,  Florida  and  Alabama,  many  of  our 

forest  lands  are  open  for  your  recreation. 

Making  paper  for  people  is  the  business  of 
Great  Northern.  Specify  Great  Northern  on 
your  next  paper  order. 


For  a  copy  of  our  latest  Annual  Report,  write  us  on  your  business  HVIEJ^I    RHll  I  fflBllR 
letterhead.  Dept.  M6C1,  522  Fifth  Avenue,  New  York,  N.Y.  10036.  PAPER      COMPANY 
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$XKE 


GOING  ABROAD  ON  BUSINESS? 
Here's  (he  most  businesslike  way  to  buy 
a  Jaguar  XK£.  Order  it  from  your  laguar 
dealer  here  in  the  U.  S.  Then  take  de- 
livery abroad. 

Gross  savings?  Over  $1,200.  Jaguar 
takes  care  of  the  details,  too.  So  you 
won't  lose  valuable  time  on  your  busi- 
ness trip. 

Few  cars,  at  any  price,  rival  the  XKE 


in  performance  or  equipment.  Only  the 
XKE  always  looks  like  next  year's  car. 

There  are  3  models  to  choose  from. 
Coupe,  Roadster  and  the  2-1-2  Family 
Coupe,  the  latter  with  optional  auto- 
matic. 

Ask  your  Jaguar  dealer  for  Overseas 
Delivery  details  or  write:  Jaguar  Cars 
Inc.,  32  East  57th  St.,  t 
New  York,  N.Y.  10022.  Jdglldr 


Culture  is  on  a 
firm  footing  in 
West  Central  Ohio 


...  so  firm  in  fact,  that  the  Dayton  Civic  Ballet  Is 
the  second  oldest  regional  ballet  company  in  the 
United  States.  Surprising?  Not  really  . . .  when  you 
analyze  the  educational  and  cultural  spirit  of  West 
Central  Ohio.  It's  the  kind  of  spirit  that  is  evident 
in  the  prestige  of  the  Dayton  Philharmonic  Orches- 
tra .. .  in  the  reputation  and  growth  of  the  Dayton 
Art  Institute. ..  and  in  such  areas  as  opera, 
theater,  concerts,  lectures,  museums,  and  educa- 
tional'facilities.  Culturally  and  scientifically, 
professional  people  find  West 
Central  Ohio  a  most  attractive 
area.  Economically,  businesses 
find  they  can  grow  and  prosper 
here.  May  we  give  you  facts 
and  figures  about  West  Central 
Ohio?  Write  or  call  our  Area 
Development  Department. 


~\ 


182nd  COMMON 
DIVIDEND  NOTICE 


The  Board  of  Directors  has  de- 
clared a  regular  quarterly  divi- 
dend of  35C  per  share  on  the 
Common  Stock  of  the  Company, 
payable  on  March  1,  1968,  to 
stockholders  of  record  at  the 
close  of  business  on  February  13, 
1968. 

JOSEPH  E.  THEOBALD 

Secretary 
February  2,  1968 


THE  DAYTON  POWER  AND  LIGHT  COMPANY 

An  investor  owned  company  serving  West-Centrat  Ohio     Dayton,  Ohio  45401 


For  the  Record 

Sir:  I  wish  to  set  the  record  straight 
concerning  certain  inaccuracies  contained 
in  the  article  you  ran  on  U.S.  Industries, 
Inc.  (  Forbes,  Feb.  1).  First  of  all,  the 
figure  which  you  printed  on  USI's  return 
on  sales  for  1967  was  inaccurately  calcu- 
lated. Our  return  on  sales  is  approximate-: 
ly  4.3%  not  1.3%  as  was  contained  ini 
your  article.  This  represents  a  hefty  17% 
return  on  our  investment  and  our  returns 
have  been  growing  each  year. 

Secondly,  you  referred  to  Big  Dutch- 
man,   a    recent    acquisition.    Big    Dutch- 
man's   principal    business    is    the    design 
and   manufacture   of   automated   systems 
for    feeding,    watering,    maintaining    and 
processing  poultry  and  livestock.  This  ij 
a    further    application    of   our    industria' 
systems  technology  to  the  raising  of  food 
— John  Laspia  Jr 
Director  of  Corporate  Relations 
U.S.  Industrie- 
New  York,  N.Y. 

As  We  See  It 

Sir:  Mr.  Marriner  S.  Eccles  stated  th« 
"problems"  faced  by  our  nation  and  thf 
"solution"  to  these  problems  succinctl; 
(Forbes,  Feb.  7).  I  suggest  you  send 
copy  of  this  article  to  every  senator  ant 
congressman  in  the  U.S.  Senate  am 
House  of  Representatives.  They  have  not 
as  yet,  "declared"  this  war  but,  perhaps 
could  "undeclare"  it  if  they  were  to  reai 
your  excellent  interview. 

— William  R.  Sachs 
Milwaukee,  Wis. 

Sir:  Congratulations  on  your  illumi 
nating  article  "As  I  See  It"  with  Marrine 
S.  Eccles.  It  was  a  most  forthright,  clea 
appraisal  of  the  present  state  of  our  Un 
ion.  Our  Administration  would  do  well  t 
read  it  carefully  and  not  continue  t 
"waste  our  economic  resources  in  a  nor 
productive  enterprise  that  we  cannot  win. 

A.   SOKOLO 

Brooklyn,  N.Y. 


Sir:  I  recently  visited  India  and  Soutl 
east  Asia.  Perhaps  Marriner  Eccles  ougl 
to  do  the  same.  To  my  surprise,  the  ave 
age     informed    non-Communist    Indiai 
Malaysian  and  Indonesian  were  not  at  a 
hostile  to  U.S.  policy  in  Vietnam.  Neith< 
was     the     press.     Quite     the     contrar 
many  of  the  Southeast  Asians  I  talk£ 
with  were  glad  rather  than  sorry  to  « 
the   U.S.   assert  its  power  in  their  art 
against  Communism.  But  here  and  in  Ei 
rope,  where  the  menace  of  an  expansio 
ist    China    seems    distant,    the    well-fe 
well-protected  college  students  and  inte 
ligentsia  can  afford  the  luxury  of  thinkii 
of  this  war  in  moral  terms  rather  than 
power  terms.  The  general  Asian  view 
perhaps  more   honest:    The   Communis 
have  to  be   stopped;  better  in  Vietna 
than  in  my  country. 

— James  Walki 
New  York,  N.Y. 

(Continued  on  page  72) 
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some  copymakers 
like  some  people, 
are  better  at  their  jobs... 
Apeco  Super-Stat 


Arnold  Palmer  wins  trophies  because  he  can  do  it  all;  drive,  hit  irons  and  putt.  The 
Apeco  Super-Stat  Copymaker  does  a  better  job  all  down  the  line,  too.  It  copies 
more,  including  pages  from  bound  books  and  three  dimensional  items.  It  offers 
easier,  faster,  push-button  operation.  And,  it  makes  copies  at  lower  cost.  See  this  champion 
perform  in  your  office;  your  business  can  be  the  winner. 

Arnold  Palmer's  golf  instruction  booklets,  "Tee  Shots  and  Fairway  Woods,"  "Hitting 
the  Irons,"  "Chipping  and  Pitching  "  and  "Putting"  free  when  you  see  a  demonstration  of 
the  Apeco  Super-Stat.  To  arrange  a  demonstration  in  your  office,  phone  the  Apeco  office  or 
representative  in  your  city. 


AMERICAN   PHOTOCOPY  EQUIPMENT  COMPANY.  2100    WEST  DEMPSTER  STREET,  EVANSTON,  ILLINOIS  60204 
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In  1961 

TRWsetagoal: 

to  be  a  billion-dollar  company 

by  1970. 


Co 


'itr  latest  annual  report,  showing  a  scene  from 
our  Vermont  planning  conference,  was  sketched  with  a 
laser  beam.  It  is  the  first  report  to  utilize  laser  artwork. 


kjeven  years  ago  at  an  annual  planning  confer- 
ence in  Vermont,  the  top  management  of  TRW, 
a  400-million-dollar  company  at  that  time,  set 
a  billion-dollar  sales  goal  for  1970.  We  made 
it  in  1967. 

TRW  has  been  growing  at  an  average 
annual  rate  of  18%  since  the  goal  was  set.  Two- 
thirds  of  our  growth  during  this  period  was 
generated  internally,  while  one-third  came  from 
selective  acquisitions.  But  increased  sales  is  only 


part  of  the  TRW  growth  story.  Earnings  pet 
share  have  risen  significantly,  too. 

Last  summer  we  returned  to  Vermont  and 
concluded  a  year-long  planning  study.  As  z 
result,  we  came  up  with  a  specific  new  goal:  tc 
have  sales  in  excess  of  $2.6  billion  by  1972 
Obviously,  this  is  not  a  forecast.  It's  a  manage- 
ment objective. 

In  moving  toward  this  new  goal,  we  plar 
to  continue  our  philosophy  of  balanced  diversi 
fication— selecting  the  best  new  markets  fo 
our  products  and  services,  making  a  limitec 
number  o^  acquisitions  in  related  fields. 

At  TRW,  we  believe  that  a  challengin} 
goal  is  both  a  catalyst  and  a  compass  to  con 
tinued  growth.  With  us,  setting  a  goal  is  not ; 
game.  It's  the  way  we  plan  our  future. 

If  you'd  like  to  know  more  about  hov 
TRW  performs  today  and  plans  for  tomorrow 
send  for  a  copy  of  our  1967  Annual  Report 
Write  Robert  A.  Newman,  Director  of  Cor 
porate  Public  Relations,  TRW  INC.,  2355 
Euclid  Avenue,  Cleveland,  Ohio  441 17. 


##cMf 


TRW  INC.  (Formerly  Thompson  Ramo  Wooldridge  Inc.),  Cleveland,  Ohio— Balanced  diversiiy  In  Electronics,  Space,  Alrcrtffi,  Auiomolive,  Defense  and  Industrial  Market 


Who  would  think 
of  shipping 
natural  gas 
all  the  way  to 
Fokyo  for  housewives 
to  cook  with? 
Marathon 
Oil  would 


It's  logical.  Japan's  a  booming  natural 
gas  market.  And  natural  gas  is  a  grow- 
ing part  of  our  energy  business.  More 
than  389  million  cubic  feet  daily  in  1967. 
Up  22  percent  in  the  last  five  years.  Mara- 
thon gas  deposits  are  widespread  in  New 
Mexico,  Texas,  Louisiana,  Alaska  and  a 
dozen  other  states.  And  new  discoveries 
are  adding  still  more  to  our  reserves.  The 
gas  we  and  an  associate  will  start  ship- 
ping  from  Alaska  to  Japan  next  year  will 
be  in  liquid  form.  The  first  ever  exported 
commercially  from  North  America.  As 
the  world  energy  picture  changes,  well 
move  by  land  or  sea  to  keep  ahead  of  it. 


XmarathonI 


MARATHOIM  OIL  COMPANY 

FINOLA.Y  OHIO 


OVING  AHEAD-IN  EXPLORATION  •  PRODUCTION  -TRANSPORTATION  •  REFINING  •  MARKETING  •  RESEARCH 
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Back  in  1890,  if  you  became  disabled, 
friends  passed  the  hat 
Our  Paul  Revere  Life  Insurance  Company 
figured  out  a  better  way. 

A  good  thing. 


People  just  dont  seem  to  have 
friends  like  those  any  more. 


Not  that  your  friends  wouldn't 
want  to  help.  It's  just  that  esierj- 
thing  costs  so  much  more  nowa- 
days. 

Our  people  recognized  the  problem.  And 
pioneered  the  non-cancellable  guaranteed 
premium  income-replacement  policy. 

Likewise  guaranteed  renewable,  adjust- 
able premium  health  plans.  And  some  of  the 
finest  values  in  life  and  group  insurance. 


You'd  imagine  a  far-sighted  company 
like  that  would  grow. 

And,  of  course,  you'd  be  right.  Today 
Paul  Revere  is  the  Number  1  non-cancell- 
able disability  insurance  company.. .and 
among  the  leaders  in  life  and  group  insur- 
ance, too. 

So  how  come  Paul  Revere  joined  forces 
with  the  Avco  Corporation,  whose  pioneer- 
ing has  been  in  the  radically  different  areas 
of  aerospace,  broadcasting,  farm  equipment, 
aircraft  engines,  abrasives  and  a  dozen 
other  growing  businesses? 

The  answer  is  synergism. 

Synergism  is  the  "new  math"  of  market- 


ing-the  concept  that  when  you  join  thf 
companies,  their  strength  becomes  g 
than  the  sum  of  their  parts.  In  other  \ 
1  +  1  =  more  than  2. 

Which  is  just  what  happened  in  th( 
of  the  alliance  between  Paul  Rever 
Avco.  Each  is  a  stronger  company  tod 
cause  of  its  association  with  the  othei 

And  what  a  way  to  grow. 


V^ffl 


Avco  is  40,000  people  moving  ahead  in  a  dozen  growing,  expanding  businesses.  Avco  Corporation,  750  Third  Ave,  N.  Y.,  N.  Y.  10017.  An  equal  opportunity  errr 
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"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


GOLD  IS  NOT  ALL 


In  all  the  threshing  about  that  results  from  our  dwin- 
dling gold  reserves,  it's  about  time  that  this  country  and 
all  other  countries  get  some  perspective  on  the  situation. 

The  day  this  country  is  out  of  the  stuff,  that  day  gold 
becomes  what  it's  worth  as  a  metal  and  no  longer  will 
have  much  significance  as  a  monetary  measurement. 

It  isn't  the  gold  we  have  that  makes  this  nation  rich. 

It's  what  we  make,  our  knowhow,  our  productivity.  So 
long  as  this  country  produces  more  and  better,  the  world 
will  contmue  to  want  what  we  make.  Together  we  will 
find  a  medium  of  exchange  that  facilitates  this  swapping 
of  things  and  technology. 

Between  the  combination  of  the  French  government's 
hoard  of  gold  and  the  gold  in  the  mattresses  of  its  citizens, 


Mr.  de  Gaulle  probably  has  in  toto  as  much  gold  as  we 
do.  Does  that  make  the  franc  a  worldwide  medium  of 
exchange?  Does  that  make  what  France  makes  in  greater 
demand?  Does  that  make  French  technology  in  greater 
demand  than  our  own?  Does  that  make  French  compa- 
nies greater  in  research  or  better  marketers? 

One  thing  had  better  be  kept  in  mind  both  in  Wash- 
ington and  in  other  major  capitals  of  the  Free  World: 
Bringing  on  a  stagnation  of  world  trade  because  of  a  metal- 
lic problem   would   be   insupportably   stupid,   catastrophic. 

This  is  not  to  say  we  must  not  tighten  our  belts,  up  our 
taxes,  and  achieve  a  better  balance  between  income  and 
outgo. 

But  just  remember — the  worth  of  the  dollar  relates  to 
our  productivity,  the  application  of  brawn  and  brain. 

If  I  were  Mr.  de  Gaulle,  I'd  begin  to  wonder  just  what 
uses  all  that  gold  bullion  will  have  as  a  metal  when  it 
ceases  to  have  a  value  related  to  the  dollar. 

Perhaps  he'd  better  .start  a  campaign  to  popularize  gold 
flatware  while  the  world's  monetary  experts — I'm  not  really 
sure  there  are  any — start  thinking  about  what  would  hap- 
pen if  the  dollar  were  one  day  to  be  cut  loose  to  find  its 
real  value  in  a  competitive  marketplace. 


THERE'S  NOTHING  LIKE  A  PRO 


In  the  lingo  of  our  land,  one  who  really  knows  how  to 
do  superbly  what  he's  doing  is  known  as  a  "pro."  It's 
always  a  treat  to  see  a  pro  in  action,  whether  he's  a  boot- 
black who  knows  how,  a  top  management  man  who  is 
truly  a  master  at  his  job,  a  golfer  who  invariably  puts  the 
ball  where  he  intended  to,  or  a  hunter  who  does  the  same 


with  his  shot,  or,  rarest  of  all,  a  waiter  who  doesn't  stand 
around  waiting. 

Knowing,  caring,  enjoying,  pride — all  are  ingredients 
of  the  pro.  If  you  know  any,  never  begrudge  paying  well  to 
see  them  or  be  served  by  them.  They  are  a  rare,  inspiring 
breed. 
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CROSS  YOUR  FINGERS-AND  PRAY 


The  fight  in  states  and  cities  over  extending  equal  aid 
to  individual  students — regardless  of  whether  they  are  in 
public  or  private  schools — in  such  matters  as  busing,  nu- 
trition and  so  forth  seems  unending.  Multiple  court  deci- 
sions have  often  clouded  rather  than  clarified  the  Consti- 
tutional argument. 

In  the  course  of  these  battles  Catholics  point  out  the 
enormous  sums  the  average  taxpayer  is  saved  because  of 
the  vast  system  of  Catholic  schools. 

Righteous,  rightist  Protestants  stand  on  the  Constitu- 
tional principle  even  in  peripheral  arguable  matters,  and 
declaim  that  the  cost  matters  not. 

Famous  last  words. 

Because  there's  a  mighty  good  chance  that  in  many 
major  cities  and  states  these  Catholic  schools  now  educat- 
ing tens  of  thousands  of  youngsters  may  be  discontinued. 

Not  for  reasons  of  rhetoric,  but  for  reasons  that  are 
understandable  and  valid. 

There  are  not  enough  trained  Catholic  nuns,  priests, 
laymen  to  meet  staffing  needs.  Costs  have  so  skyrocketed 
that  the  "return"  in  the  form  of  religious  awareness  from 
a   Catholic   education    seems   increasingly   less   worth   the 


enormity  of  effort  and  expense.  ' 

Just  as  they  are  regular  in  attendance  at  Mass,  prac- 
ticing Catholic  parents  are  reasonably  sure  to   see  that 
their    publicly    schooled    young    regularly    attend    Sunday . 
parish  classes  in  catechism  and  religious  instruction. 

To  be  sure,  particular  Catholic  educational  institutions  • 
will  certainly  be-  maintained,  probably  at  a  better-than- 
ever  level.  But  vast  city  systems  of  Catholic  grammar 
schools,  junior  high  schools  and  high  schools  are  very 
much  under  the  gun.  Study  groups  of  the  most  eminent  i 
and  informed  Catholics  are  pondering  the  problem  and 
preparing  recommendations. 

The  tax  implications  for  all  residents  of  cities  and  states 
with   sizable   Catholic   school   systems  is  sobering  indeed. 

Governor  Rockefeller  is  said  to  have  told  one  member 
of  such  a  Catholic  study  group  in  New  York,  "For  God's 
sake,  don't  do  it!" 

To  which  the  rest  of  us,  regardless  of  Faith  or  faith- 
lessness, can  utter  a  fervent  Amen. 


HENRY  TO  BUNKIE  TO  FORD 

The  only  announcement  that  might  cause  more  surprise 
would  be  if  President  Gamal  Abdel  Nasser  announced  the 
appointment  of  David  Ben-Gurion  as  prime  minister  of 
Egypt. 

Come  to  think  of  it,  Nasser  could  do,  and  has  done, 
much,  much  worse. 


ALL  HAIL  TUTHILL! 


The  United  States  Ambassador  to  Brazil,  John  Tuthill, 
is  hard  at  work  on  a  program  to  reduce  by  up  to  40% 
the  number  of  U.S.  government  employees  working  in  that 
country. 

Dubbed  Operation  Topsy  (to  describe  how  our  Foreign 
Service  bureaucracy  keeps  growing),  it  will  demonstrate, 
the  Ambassador  hopes,  that  we  will  be  far  better  repre- 
sented in  other  lands  with  half  the  number  of  Americans 
now  assigned. 

Every  additional  U.S.  "expert"  added  to  the  Embassy 
starts  displaying  his  expertise  by  badgering  and  bug- 
ging the  inhabitants.  To  demonstrate  the  importance  of  his 
work,  he  must  of  course  multiply  the  number  of  Ameri- 
cans working  under  him. 

The  whole  thing,  concludes  the  Honorable  Ambassador, 
ends  up  with  griping  the  natives,  be  it  in  Bonn,  Botswana, 


Burundi,  Bangkok  or  Brazil,  at  an  average  cost,  according 
to  an  investigation  by  The  New  York  Times'  Benjamin 
Welles,  of  $25,000  a  year  for  every  U.S.  government  em- 
ployee abroad. 

We  ought  to  take  an  ounce  or  two  of  the  gold  that 
Operation  Topsy  could  save  if  pursued  and  with  it  strike 
a  medal  for  John  Tuthill. 


THE  TWO-TERM  LIMIT 

Has  it  ever  occurred  to  you — if  we  had  not  adopted  the 
limit  of  two  terms  for  the  President  of  the  United  States — 
who  would  still  be  the  President  of  the  United  States? 

Dwight  D.  Eisenhower. 

—Malcolm  S.  Forbes, 

Editor-in-Chief 


WHAT'S  A 

100 -YEAR-OLD 

COMPANY 

LIKE  CRANE 

DOING  IN  A 

NUCLEAR 

POWER  PLANT? 

PLENTY 


When  you  build  a  nuclear  power 
plant,  you  don't  take  chances  with 
less  than  top  quality  equipment. 
You  go  with  the  best.  You  go  with 
experience.  That's  why,  in  building 
New  Jersey's  first  nuclear  power 
generating  plant  — the  Oyster  Creek 
station  of  Jersey  Central  Power  & 
Light-General  Electric  selected  the 
proven  capabilities  of  Crane. 
It  was  Crane  who  pioneered  the  use 
of  stainless  steel  valves  for  nuclear 
applications.  And  stainless  steel 
Crane-Chapman  valves  are  used  as 
sure,  stop  valves  on  the  recirculat- 
ing water  used  in  the  boiling  water 
reactor. 

Crane-Cochrane  water  treatment 
systems  handle  the  critical  jobs  of 
clarifying,  filtering  and  demineraliz- 
ing  the  make-up  water  used  in  the 
generating  system;  polishing  and 


cleaning  condensate,  and  the  re- 
moval of  impurities  from  the  circu- 
lating water  in  the  reactor. 
Crane  equipment  was  selected  for 
scores  of  other  vital  functions. ..like 
the  large,  special  Crane  stainless 
steel  welding  fittings  on  the  turbine 
cross-over,  dependable  Crane-Dem- 
ing  pumps,  leak-proof  Chempump® 
units  and  many  general-service 
Crane  valves. 

What's  Crane  doing  in  a  nuclear 
power  plant?  Helping  to  control  flow. 
Whateveryour  problems  in  this  area, 
you  can  draw  on  over  100  years  of 
experience  by  contacting  our  world 
headquarters.  Call  Crane  Co.,  300 
Park  Avenue,  New  York,  New  York. 


CRANE 
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The  Wtper  Chomper. 


Ifs  just  a  little  bug, 
but  Avis  can't  ignore  it. 

We  can't  treat  worn-out 
wiper  blades  lightly. 

One  bug  could  spoil  a 
perfectly  good  car  for  you. 

Fact  is,  we're  trying  to 
keep  all  the  bugs  out  of  our 
shiny  new  Plymouths. 

We  still  hope  to  make  it 
big  in  rent  a  cars. 

But  before  we  can  think  big, 
we've  got  to  think  bug. 

Avis  tries  harder. 


OAVIS  RENT  «  CAR  SYSTEM,  INC  .  A  WORLDWIDE  SERVICE  OF 


Forbes 


More,  Please 


Like  Oliver  Twist,  the  railroads,  bowl  in  hand,  are  asking  the  ICC  for  more — 
specifically,  more  freight  rate  boosts.  The  script  has  a  painfully  familiar  ring. 


Last  month  the  Interstate  Commerce 
Commission  reaffirmed  last  August's 
authorization  for  a  3%  increase  in 
general  freight  rates  for  the  nation's 
railroads.  But  the  industry  wasn't  cele- 
brating. It  was  too  busy  getting  ready 
to  ask  for  a  fresh  rate  boost. 

"This  time,"  said  a  prominent  rail- 
road president  who  requested  an- 
onymity, "it  looks  to  me  like  we'll  ask 
for  5%  and  settle  for  about  4% ."  If 
he  is  correct,  and  they  get  what  they 
want,  the  railroads  should  gain  some- 
thing like  $660  million  in  additional 
revenue  from  the  two  increases — 
even  after  allowing  for  selective  ex- 
ceptions to  the  general  increase. 

The  Right  Way?  A  Forbes  spot 
check  of  top  railnien  found  virtual 
unanimity  on  the  need  for  more  rev- 
enues. Since  I960,  railroad  wages  have 
gone  up  some  25%.  costing  the  indus- 
try about  $1  billion.  Until  1966,  the 
industry  could  absorb  most  of  these 
wage  increases,  either  through  savings 
elsewhere  or  rising  traffic,  but  now 
there  just  isn't  enough  growth  in  traf- 
fic to  absorb  that  kind  of  wage  bill. 

But  some  progressive  railmen  break 
ranks  on  how  to  increase  revenues. 
Jervis  Langdon,  the  blunt,  brilliant 
lawyer-turned-railroadman,  is  strug- 
gling to  rebuild  the  once  rich  but  now 
ailing  Chicago,  Rock  Island  &  Pacific. 
Deep  in  the  red  last  year,  the  Rock 
Island  could  certainly  use  more  mon- 
ey. But  Langdon  doubts  if  raising  rates 
is  any  way  to  run  a  railroad. 

"There's  no  question  about  the  need 
for  revenues,"  Langdon  told  Forbes, 
"but  the  big  question  is:  How  likely 
are  the  railroads  to  get  them  by  going 
for  general  rate  hikes?  I'll  answer  the 
question  for  you:  Not  very." 

Langdon  doesn't  object  to  rate  in- 
creases in  some  categories  where  rail 
rates  are  so  low  that  a  slight  increase 
wouldn't  cost  the  industry  business. 
But  he  objects  to  an  across-the-board 
increase.  He  points  to  competitive 
gains  that  the  rails  made  in  recent 
years   and   says   it's   because   between 

FORBES,  MARCH  1,  1968 


1960  and  1967  over-all  rail  freight 
rates  actually  declined. 

Although  he  is  no  longer  active  in 
railroad  management,  Forbes  inter- 
viewed D.  William  Brosnan,  recently- 
retired  chairman  of  the  Southern 
Railway.  Brosnan  has  long  been  an 
aggressive  proponent  of  gaining  traffic 
by  cutting  rates.  By  doing  so,  and 
by  spending  lavishly  for  equipment  the 
shippers  needed,  he  made  the  Southern 
one  of  the  great  U.S.  roads. 

Brosnan  agreed  vehemently  with 
Langdon:  "If  you  jack  up  rates  on 
some  business  that's  already  giving 
you  a  good  return,  you're  going  to  en- 
courage the  shippers  to  take  their 
business  elsewhere.  Raising  rates 
across  the  board  is  the  best  way  I  can 
think  of  to  go  broke.  It's  the  best 
way  to  help  your  competitors — the 
trucks,  the  barges. 

"The  railroads  should  study  their 
rates  carefully  and  decide  which  ones 
they  can  raise  and  which  they  can't. 
They  should  decide  what  business 
they'd  be  better  off  losing  anyway. 
These  across-the-board  increases  are 
the  easy  way  out. 

"Rate-making  is  the  most  important 
issue   that   faces   the   railroads.   They 


shouldn't  rush  into  it.  Sure,  they  need 
revenues,  but  why  price  yourself  into 
oblivion?" 

Langdon  and  Brosnan  clearly  are 
two  exceptions.  Ben  W.  Heineman, 
chairman  of  the  Chicago  &  North 
Western,  was  long  an  advocate  of 
keeping  rates  low,  but  now  he  favors 
a  general  rate  increase  as  the  only 
feasible  way  to  boost  revenues.  "I  de- 
plore it,"  he  said  piously,  but  added, 
"If  wage  increases  are  outrunning 
productivity,  and  at  a  rate  that  can't 
be  sustained,  there  have  to  be  rate 
increases." 

James  R.  MacAnally,  traffic  vice 
president  for  the  Union  Pacific, 
agreed:  "On  the  UP  we  have  to  raise 
$41  million  of  additional  revenue  just 
to  match  increases  in  expenses  to  stay 
even  with  1967,  and  we  have  just 
about  squeezed  all  the  juice  out  of 
improved  efficiency  and  limiting  jobs." 

However,  many  railroad  men  feel 
the  across-the-board  rate  hike  doesn't 
preclude  holding  the  line  on  individual 
rates.  Said  President  Gregory  W.  Max- 
well of  the  Erie  Lackawanna,  "The 
principal  advantage  of  across-the-board 
increases  is  speed.  They  take  effect 
much  more  quickly,  and  there's  no  rea- 
son why  individual  carriers,  or  groups 
of  carriers,  can't  make  rate  adjustments 
for  competitive  reasons  at  a  later  time. 
In  rate  increases  by  commodity,  each 
increase  requires  a  hearing,  presenta- 
tion of  evidence,  opposition  speeches, 
and  it  all  adds  up  to  delays."  The 
main  reason  for  the  railroad's  poor 
showing  last  year  was  delay  in  getting 
the  across-the-board  increase,  Max- 
well claims.  If  the  industry  had  de- 
pended on  selective  rate  boosts,  last 
year's  results  would  have  been  even 
worse. 

Same  Old  Song?  But  there  is  a 
painfully  familiar  ring  to  their  argu- 
ments. Most  experts  agree  that  it  was 
the  continuous — and  unimaginative — 
round  of  rate  increases  during  the 
Fifties  that  almost  wrecked  the  indus- 
try. Yet  Ben  Heineman  predicts  "sev- 
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eral  additional  rate  increases  over  the 
next  couple  of  years."  While  he  con- 
cedes, "These  may  damage  our  com- 
petitive situation,"  he  does  not  believe 
that  last  year's  hike,  by  itself,  hurt. 
"The  August  raise  doesn't  impair  our 
competitive  situation  because  truck 
and  water  rates  went  up  more  than  the 
railroads'.  I'm  pessimistic  about  keep- 
ing rates  down,  but  I'm  not  pessimistic 
about  our  competitive  position  be- 
cause I  think  this  cost-push  pressure 
is  being  felt  by  other  forms  of  trans- 
portation." 

Get  Going!  lervis  Langdon  and  a 
handful  of  other  railmen  think  there 
is  a  better  answer  to  rising  labor  costs 
than  the  old  reflex  of  raising  rates. 
"The  answer  is:  Get  these  mergers 
accomplished,"  said  he.  In  his  view, 
merger  savings  would  give  the  rail- 
roads a  little  fat  on  their  bones  so 
that  they  could  absorb  higher  costs 
and  thus  pick  up  additional  business 
— instead  of  driving  it  away  by  raising 
rates.  This  kind  of  thing  would  benefit 
both  the  industry  and  the  public. 

With  mergers,  Langdon  sees  an  ad- 
ditional benefit:  With  fewer  companies, 
there  would  be  fewer  squabbles  when 
it  came  to  agreeing  on  which  rates  to 
raise  and  which  to  hold  level.  He  said, 
■'It  would  be  a  manageable  industry, 
able  to  work  together  in  reducing  op- 
erating expenses  and  in  agreeing 
where  there  should  be  rate  increases 
and  where  there  shouldn't  be." 

Almost  every  transportation  expert 
would  agree  that  Langdon  is  talking 
sense.  What,  then,  is  holding  up  faster 
action  on  mergers?  Not  the  Interstate 
Commerce  Commission,  which  is 
going  out  of  its  way  to  speed  up  the 
whole  procedure.  Not  the  shippers 
and  labor  unions,  who — by  and  large 
— have  become  sold  on  the  advantages 
of  mergers. 

The  real  obstacle,  said  Langdon,  is 
management  itself.  All  too  often  it 
is  stalling  to  preserve  its  own  ad- 
vantages, or  to  try  to  gain  an  edge 
on  the  other  fellow.  If  this  is  so — 
and  many  impartial  observers  think 
it  is — the  railroads  are  asking  for  rate 
increases  as  a  means  of  subsidizing 
the  status  quo.  In  fact,  only  recently 
then-ICC  Chairman  William  H.  Tucker 
said,  "There's  too  much  individualism 
in  this  industry.  Even  worse,  every- 
body is  engaging  in  tactics,  but  very 
few  people  seem  to  be  thinking  of 
strategy.  We  at  the  ICC  have  really 
drained  ourselves.  We've  handled 
three  big  proposals  in  the  East,  but 
the  aftermath  ...  is  dragging  us  down" 
(Forbes,  Oct.  15,  1967). 

Which  is  another  way  of  saying  that 
a  little  bit  more  flexibility  on  man- 
agement's part  would  go  a  long  way  to- 
ward solving  problems  some  rail  boss- 
es regard  as  beyond  their  control.  ■ 
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Gillette's  Great  Counteroffensive 

Not  only  has  it  regained  much  ground  lost  in  the  stainless- 
steel  slip-up,  it  has  captured  in)portant  new  territory  as  well. 


It's  not  only  by  its  successes  that 
you  recognize  a  good  company.  It  is 
equally  important  to  see  how  manage- 
ment handles  one  of  the  severe  set- 
backs that  are  inevitable  in  a  com- 
petitive system.  You  can  put  it  this 
way:  The  adversity  test  is  as  important 
as  the  prosperity  test. 

Boston's  Gillette  Co.  has  passed  the 
adversity  test  with  flying  colors.  In 
his  own  words,  Gillette  Chairman  Vin- 
cent C.  Ziegler  last  month  put  it  like 
this:  "It  became  clear  to  us  during 
the  blade  episode  that  we  should  not 
take  our  dominance  for  granted,  and 
that  we  should  not  be  so  narrow  in 
products  that  we  could  become  vul- 
nerable again." 

What  Ziegler  calls  "the  blade 
episode"  was  an  ordeal  by  fire  for 
Gillette.  Gillette's  goof  in  allowing 
competitors  to  beat  it  to  the  market 
with  the  stainless  blades  really  hurt. 
Its  profits  slumped  in  1963  and  1964; 
not  until  1966  did  they  get  back  to 
the  1962  level.  In  1964  its  stock  sold 
as  much  as  50%  below  its  1961  high 
of  57%. 

Gillette  now  has  recovered  a  good 
portion  of  its  previous  70% -75%  of 
the  U.S.  blade  market — largely  be- 
cause it  has  continued  steadily  to  im- 
prove its  own  product.  However,  Gil- 
lette has  done  more  than  merely  re- 
act defensively.  The  set-back  led  to 
a  serious  reappraisal. 

"We  took  stock  of  what  we  had," 
Ziegler  continues,  "and  we  discovered 
we  had  quite  a  number  of  strengths 
that  we  were  not  fully  exploiting.  We 
are  very  strong  in  marketing,  have 
easily  identifiable  products,  superior 
quality  control  techniques,  a  strong 
research  program  and  more  than  am- 
ple financial  resources." 

From  that  appraisal  Ziegler  con- 
cluded that  Gillette  could  be  more 
than  a  producer  of  shaving  products. 
It  could  be  a  marketing  company  dis- 
tributing a  widely  diversified  line  of 
household  products.  The  financial  con- 
sequences are  already  apparent  in  Gil- 
lette's figures.  Sales  this  year,  includ- 
ing recently  acquired  Braun  A.G., 
should  exceed  $500  million,  up  more 
than  60%  since  the  bottom  of  the 
stainless  blade  dip  in  1964.  Earnings 
of  close  to  $60  million  should  show 
nearly  as  great  a  gain.  Best  of  all,  Gil- 
lette last  year  had  a  36.8%  return 
on  investment  in  Profitability  Rank- 
ing (Forbes,  Jan.  7),  second  only  to 
Avon  Products  among  more  than  400 


large  corporations  in  the  U.S. 

Outward  Bound.  To  be  sure,  the 
company  had  long  been  somewhat  di- 
versified. Its  Toni  Co.  division,  a  maker 
of  home  permanents  for  women,  was 
acquired  back  in  1948  and  accounted 
for  some  20%  of  sales.  Another  5% 
or  so  came  from  its  Paper  Mate  pen 
operation,  bought  in  1955.  Also  Gil- 
lette introduced  its  Right  Guard 
deodorant  for  men  in  1960.  But  all 


Chairman  Vincent  C.  Zieg- 
ler has  been  with  Gillette  for 
23  years.  He  joined  as  sales 
manager  after  World  War  11, 
rose    to    president    in    1964. 


such  operations  tended  to  be  run  as 
autonomous  operations,  subordinate  to 
the  company's  main  business  of  razors 
and  razor  blades. 

The  difference  in  the  Ziegler  ap- 
proach is  typified  by  what  happened 
to  Right  Guard.  A  marketing  survey 
reported  that  it  was  being  widely  used 
by  women.  So  Ziegler  decided  both  to 
beef  up  the  advertising  and  to  change 
its  emphasis:  He  began  selling  Right 
Guard  as  a  family  deodorant.  Right 
Guard  quickly  took  over  the  No.  One 
spot  with  about  one-fourth  of  the 
total  deodorant  market.  In  the  process 
it   helped    to    nearly    triple    Gillette's 
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volume  in  men's  toiletries  in  four 
years  to  an  estimated  S70  million  last 
year. 

In  one  new  market  after  another 
Gillette  has  broadened  its  product  line. 
Its  Foamy  is  already  the  No.  One 
aerosol  shaving  preparation,  and  the 
company  is  now  test-marketing  a  new 
shaving  foam  that  heats  up  instantly  in 
the  user's  hand  through  a  chemical 
process.  It  will  soon  bring  out  a  Right 
Guard  germicidal  soap.  It  has  invaded 
the  luxury  fragrances  market  with  its 
Nine  Flags  colognes  for  men.  Gillette 
has  begun  paying  more  attention  to 
the  ladies,  with  a  cologne  for  women 
named  My  Islands,  marketed  through 
its  newly  formed  Colton  division,  and 
its  newly  acquired  Eve  of  Rome  Cos- 
metics line.  The  Toni  division  is  mar- 
keting a  spate  of  new  hair  straighten- 
ers.  setting  gels  and  shampoo-in  hair 
colorings  that  have  much  more  than 
offset  the  decline  in  sales  of  the  di- 
vision's original  home  permanents,  now 
down  to  about  one-sixth  of  divisional 
volume. 

The  company's  heartland,  razors 
and  blades,  has  had  its  share  of  shak- 
ing up.  Ziegler  is  determined  to  be  the 
beneficiary  rather  than  the  victim  of 
future  product  innovation.  This  led 
him  to  introduce  the  continuous-edge 
Techmatic  razor  in  1965,  although 
Warner-Lambert  had  earlier  failed 
badly  with  such  a  razor.  Ziegler  has 
pushed  Techmatic  even  though  he 
realizes  that  close  to  half  the  Tech- 
matic's  users  are  taken  away  from 
Gillette's  own  razors  and  blades. 

Ziegler  admits  the  Techmatic  has 
problems:  "For  every  two  customers 
we  get  to  try  it,  we  lose  one. "  But  he 
also  reports  that  it  is  already  profitable 
at  its  current  sales  rate  (estimated  at 
$12  million  to  $15  million  annually), 
and  that  it  might  well  have  between 
\5%  and  20%  of  the  entire  razor- 
blade  market  by  year's  end. 

Closer  Ties.  Ziegler  also  moved 
fast  on  the  foreign  operation.  Here 
earnings,  mainly  from  razors  and 
blades,  had  dipped  from  $15.5  million 
ill  1961  to  $11. 8  million  in  1964.  First 
he  divided  the  operation  into  eastern 
and  western  divisions.  Then,  as  a  result 
of  the  rapid  introduction  of  new  prod- 
ucts, he  went  still  further,  dividing  the 
company  into  four  major  groupings: 
international,  domestic,  diversified 
products  and  Braun.  Partly  as  a  result, 
foreign  earnings  rebounded  to  a  record 
$19  million  last  year. 

Gillette,  however,  has  never  been 
able  to  dominate  Europe's  shaving 
market,  where  electric  shavers  get 
some  55%  of  the  business.  Ziegler  re- 
acted as  a  marketer  would:  In  De- 
cember Gillette  paid  $50  million  for 
family-owned  Braun  A.G.,  a  German 
small-appliance  maker  that  got  nearly 


Besides  its  wet-shave  franchise  Gil- 
lette has  entered  the  electric  shave 
market  in  Europe  via  Braun.  The 
latter's  products  have  won  inter- 
national awards  for   their  design. 


The  product  blend 

will  mix  toiletries 

with  cameras. 
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Coming  up  are 
such  diverse  items 
as  soaps,  cosme- 
tics and  hot  shav- 
ing lathers.  All 
told,  Gillette  prod- 
ucts will  require 
about  $105  mil- 
lion of  advertis- 
ing and  promo- 
tion in  1968. 


half  of  its  $69-million  sales  last  year 
from  electric  shavers.  While  Gillette 
cannot  sell  the  Braun  shaver  in  the 
U.S.,  at  least  until  1976  (Braun,  in 
1954,  had  entered  into  a  cross  license 
agreement  with  Ronson  to  use  the  lat- 
ter's fine  shaving  head,  and  in  return 
agreed  not  to  market  the  Braun  shaver 
in  the  U.S.  and  England),  it  clear- 
ly intends  to  import  other  Braun  prod- 
ucts, which  include  toasters,  blenders 
and  photographic  and  hi-fi  gear. 

However,  the  Justice  Department 
had  other  ideas,  and  late  last  month 
filed  suit  to  stop  Gillette  from  taking 
over  Braun.  Justice  feels  that  Gillette 
would  dominate  even  more  of  the 
shaving  market  than  it  does  now.  Zieg- 
ler, of  course,  intends  to  contest  these 
charges.  Nevertheless,  in  a  move  de- 
signed to  prepare  against  all  possible 
future  contingencies,  Gillette  signed  a 
stipulation  that  it  will  continue  operat- 
ing Braun  separately  until  the  suit  is 
settled. 

Is  the  Braun  purchase  a  radical  de- 
parture? In  a  way.  It  certainly  puts 
Gillette  into  a  new  kind  of  product. 
However,  argues  Ziegler,  "It  still  fits 
with  our  over-all  concept.  A  company 
can  prosper  if,  first,  it  has  a  fix  on  its 
sales  and  profit  goals;  second,  it  has 
exceptional  research  talents;  third,  it 
has  advanced  manufacturing  and  qual- 
ity control." 

All  in  all,  then,  Ziegler  has  restored 
Gillette's  profitability  and  has  it  ex- 
panding again — aggressively  so.  Of 
course,  there  are  risks  to  all  this. 
In  1967  Gillette  flopped  badly  with  its 
Casual  hair  coloring  and  its  Heads  Up 
hairdressing  has  not  lived  up  to  ex- 
pectations. Its  Sterilon  Corp.  division, 
acquired  in  1962,  and  which  got  Gil- 
lette into  hospital  supplies,  has  also 
been  a  disappointment.  Moreover,  in 
some  of  its  new  products  Gillette  has 
moved  out  of  safe  territory  and  into 
ground  long  dominated  by  such  sharp 
companies  as  Procter  &  Gamble  and 
Bristol-Myers  in  the  U.S.  and  Philips 
Lamp  and  Remington  in  electric  shav- 
ers in  Europe.  And  in  expanding 
through  acquisition,  Gillette  has  in- 
evitably brushed  with  the  trustbusters. 
Finally,  because  Gillette  is  expanding 
so  rapidly  it  will  need  a  large  reserve 
of  management  talent.  It  lost  a  key 
man  last  year  in  President  Stuart  K. 
Hensley,  50,  who  went  to  Warner- 
Lambert.  But  Ziegler  claims  he  has  the 
management  depth  needed  for  playing 
the  new  products  game. 

The  risks  of  diversity,  however,  are 
considerably  less  than  the  risks  of 
complacency.  For  sitting  tight  is  a 
form  of  gambling  today.  It  was  pre- 
cisely what  Gillette  was  doing  when 
the  stainless-steel  blade  came  along 
and  almost  wrecked  Gillette's  reputa- 
tion and  profitability.  ■ 


Hidden  Charms 

In  seeking  to  buy  a  steel  company  from  Cyrus  Eaton, 
Georgia-Pacific   is   mterested   in   more   than    steel. 


One  of  the  oldest  U.S.  industrial  em- 
pires and  one  of  the  newest  showed 
signs  of  getting  together  last  month. 
The  old  one  belongs  to  Cyrus  Eaton 
(see  below),  84,  and  consists  of  steel, 
paint,  mining  and  railroad  interests. 
The  newer  empire,  built  around 
Georgia-Pacific  Corp.,  was  put  to- 
gether in  the  past  two  decades  by 
Owen  Cheatham,  mainly  in  plywood, 
paper  and  timber. 


The  first  move  was,  to  be  sure,  a 
tentative  one.  G-P  Chairman  Robert  B. 
Pamplin,  Cheatham's  hand-picked  suc- 
cessor, announced  that  G-P  was  nego- 
tiating to  buy  Eaton-controlled  Detroit 
Steel.  Detroit  Steel  is  a  marginal  steel 
company,  with  sales  of  only  $100  mil- 
lion, but — and  it  is  a  big  "but" — it 
owns  a  portfolio  of  valuable  securities. 
It  has  important  stock  holdings  in  two 
other       Eaton       companies — 120,571 


shares  (1.5%)  of  Steep  Rock  Iron 
Mines  and  500,075  shares  (24%)  of 
Cleveland-Cliffs  Iron  Co. 

Interviewed  by  Forbes,  G-P  Chair- 
man Pamplin  made  no  secret  of  his 
real  interest:  "I  really  doubt  that  we 
would  be  looking  at  Detroit  Steel  but 
for  its  Cleveland-Cliffs  stock." 

Cltveland-Cliffs  is  a  jewel.  In  1967 
it  made  $16  million  on  sales  of  $85 
million.  Its  return  on  equity  has  av- 
eraged 11.9%  in  the  past  five  years. 
It  has  350,000  acres  of  timberland  in 
Michigan  and  ten  mines.  In  theory, 
at  least,  G-P  could  harvest  the  timber 
on  Cleveland-Cliffs'  land,  and  Cleve- 
land-Cliffs could  exploit  G-P's  un- 
tapped     mineral      deposits.      Though 


A  Talk  with  Cyrus  Eaton 

Part  hard-driving  entrepreneur,  part  do-gooder,  old  Cyrus  Eaton  is  a 
hero  to  some,  a  dangerous  radical  to  others.  He  is  negotiating  to  sell 
one  of  his  key  companies  to  Georgia-Pacific,  and  the  talk  is  he  may  be 
about  to  retire  from  active  business.  Here,  in  a  wide-ranging  interview 
with  FORBES,  Eaton  recalls  past  accomplishments  and  explains  why 
he  regards  himself  as  a  better  capitalist  than  many  of  his  critics. 


He  worked  for  John  D.  Rockefeller, 
the  first  John  D.,  and  he  still  follows 
the  basic  precept  that  Rockefeller 
taught  him,*  for  Rockefeller,  he  says, 
"was  the  greatest  economic  genius  of 
all  time."  He  was  in  deals  with  the 
Van  Sweringen  brothers,  who  built  an 
industrial  empire  with  assets  of  $4  bil- 
lion that  included  the  Chesapeake  & 
Ohio  and  23  other  railroads;  with 
Philip  D.  Block,  who  created  Inland 
Steel;  with  Harvey  Firestone;  with 
Frank  Seiberling;  with  the  du  Ponts; 
with  Samuel  Insull.  who  bought  his 
own  utilities  holdings  for  $56  million. 
He  sees  Insull  as  "one  of  the  greatest 
men  this  country  has  ever  had." 

He  helped  Henry  Ford  in  his  fight 
with  the  New  York  bankers.  Hard  of 
hearing  himself,  he  once  asked  Thom- 
as Edison  to  devise  a  perfect  hearing 
aid.  Said  Edison:  "I  don't  want  to  hear 
that  much."  He  once  advised  Herbert 
Hoover  on  how  to  prevent  the  bank 
crash  that  came  in  the  Great  Depres- 
sion. He  says  the  President  agreed, 
but  couldn't  put  his  ideas  into  effect 
because  of  opposition  from  the  New 
York  banks. 

He  made  enemies  too.  He  fought 
with  the  New  York  bankers,  with  Eu- 
gene Grace,  with  Charles  M.  Schwab, 
with  the  Taft  family.  Even  now,  he's 
in  a  fight  with  the  Cleveland  Trust  Co 

He  is  chairman  of  the  Chesapeake 

*To  put  his  money  only  in  "the  fundamental 
natural  resources  ot  the  nation." 


&  Ohio,  a  director  of  the  affiliated  Bal- 
timore &  Ohio  Railroad  and  has  a  ma- 
jor stake  in  other  major  companies 
Yet  most  Americans  think  of  Cyrus 
S.  Eaton  as  a  "leftist"  who  hobnobbed 
with  former  Soviet  dictator  Nikita  S. 
Khrushchev,  and  who  hobnobs  still 
with  Bertrand  Russell,  the  English 
philosopher-turned-anti-American.  His 
criticisms  of  U.S.  foreign  policy  have 
made  most  Americans  forget  that 
Eaton  still  is  what  Forbes  once  called 
him:  "The  last  of  the  tycoons." 

Eaton  celebrated  his  84th  birthday 
on  Dec.  27.  Recently,  Forbes  report- 
ers visited  him  in  his  Cleveland  office, 
found  him  trim,  alert,  with  almost 
total  recall.  But  he  was  not  living  in 
the  past.  His  major  preoccupations 
were  with  international  affairs,  with 
the  problem  of  Negro  unrest  in  the 
cities.  (He  helped  Carl  Stokes  become 
the  first  big-city  Negro  mayor.)  The 
conversation  lasted  for  several  hours, 
breaking  up  because  Lord  Melchett, 
newly  named  czar  of  Britain's  nation- 
alized steel  industry,  was  arriving  to 
discuss  modern  steelmaking  methods. 

Among  many  other  accomplish- 
ments, Eaton  created  Republic  Steel. 
Forbes  reporters  asked:  "How  did  you 
pick  Tom  Girdler  as  president?" 

Eaton:  The  head  of  Harbison- 
Walker,  a  big  supplier  of  raw  materials 
for  the  steel   industry,  said,  "I'd  like 


to  have  you  meet  Tom  Girdler.  He's 
vice  president  of  Jones  &  Laughlin, 
with  no  chance  to  become  president.  1 
think  he'd  make  a  good  man  for  you." 

Well,  I  had  many  meetings  with 
Girdler  and  we  agreed  that  he  was  to 
head  Republic.  After  it  was  all  set,  1 
got  a  call  from  him  asking  if  he  could 
have  breakfast  with  me  the  next  morn- 
ing. When  he  arrived,  he  said,  "I  have 
been  offered  the  presidency  of  J&L! 
They  decided  if  you  were  after  me,  I 
must  have  qualities  they  had  over- 
looked. Of  course,  I  can't  think  of  ac- 
cepting this  except  with  your  consent, 
but  this  is  the  ambition  of  my  life." 

Of  course,  there  was  no  alternative 
but  to  release  him.  Two  years  later, 
Girdler  again  asked  if  he  could  come 
over  to  see  me.  After  breakfast  we 
went  into  the  library,  and  he  began  to 
cry  like  a  baby.  He  said  Mr.  Laughlin 
called  him  into  his  office  the  day  be- 
fore and  said,  "  'Tom,  you're  fired  as 
of  this  month.'   He   gave   me   no  ex- 


G-P  has  begun  some  nontimber  de- 
velopment of  its  land,  says  Pamplin, 
"Practically  none  of  our  mineral  rights 
have  been  searched  out." 

Cleveland-Cliffs  would  therefore  be 
one  giant  step  for  G-P  toward  realiz- 
ing its  long-standing  ambition  to  be- 
come a  full  natural-resources  com- 
pany rather  than  being  limited  to  forest 
products.  "This  is  the  direction  we  are 
going,"  says  Pamplin. 

Cleveland-Cliffs  has  other  assets: 
stockholdings  of  2%  to  5%  in  five 
steel  companies.  Inland,  Republic, 
Youngstown  Sheet  &  Tube,  Jones  & 
Laughlin  and  Wheeling. 

Pamplin  ridicules  the  idea  that  he 
is  trying  to  move  into  steel.  "I  have 


no  such  intentions,"  he  declares.  "De- 
troit Steel  may  have  got  us  into  steel, 
but  we  have  no  plans  to  expand  fur- 
ther." But  Pamplin  has  looked  at 
Premium  Iron  Ore,  another  Eaton 
company  that  was  set  up  as  sales  agent 
for  Steep  Rock  Iron  Mines.  If  Pamp- 
lin were  to  acquire  Detroit  Steel,  Steep 
Rock,  Premium  Ore  and  Cleve- 
land-Cliffs, he  would  have  mining  and 
steel  companies  with  over  $213  mil- 
lion sales  and  $448  million  assets. 

Cyrus  Eaton  likes  to  say,  "The 
surest  way  to  wealth  is  to  unlock  na- 
ture's treasure  house."  What  wars,  de- 
pressions and  the  passage  of  time  have 
kept  Eaton  from  finishing,  Georgia- 
Pacific  may  one  day  achieve.  ■ 


planation.  and  here  I  am,  out  of  a  job. 
Of  course.  I'm  full  of  regrets  that  I 
didn't  stay  with  you.  Would  you  take 
me  back?"  I  said,  "Sure,  Tom." 

Eaton  eveniiuilly  lost  control  of  Re- 
public Steel,  hut  Girdler  remained  as 
president.  Forbes  asked:  "Did  you  and 
Girdler  remain  friends?" 

E.\ton:  Yes,  we  remained  friends,  but 
Tom  was  a  very  vain  man  and  had  a 
lot  of  weaknesses.  Take  his  attitude 
toward  labor.  He  said  he  would  never 
remain  head  of  a  steel  company  if  it 
were  unionized.  He  became  very 
famous  by  saying  he  had  a  farm  here, 
and  he'd  go  to  raising  apples  if  ever 
he  had  to  have  a  union.  He  said  he 
had  personally  talked  to  working  men 
in  all  his  mills.  They  told  him  they 
didn't  want  to  join  a  union,  and  that  if 
he  ever  had  a  secret  vote,  99%  of  his 
people  would  vote  against  joining.  I 
kept  telling  him  he  was  wrong,  but  he 
was  very  opinionated.  Finally  he  had 
a  secret  vote  and  95 '^^  of  his  people 
voted  to  join  the  union. 

Another  Eaton  accomplishment  was 
to  help  rebuild  Goodyear  from  near- 
hankruptcy  in  the  Twenties.  Forbes 
reporters  asked  him  about  that. 

Eaton:  Goodyear  was  a  marvelous 
company,  way  out  in  front  in  the  rub- 
ber industry.  Then  in  World  War  I, 
prices  of  materials  went  right  through 
the  roof  and  crude  rubber  was  selling 
at  31.05  a  pound.  Goodyear  had  big 
forward  commitments  in  rubber  and 
cotton,  and  suddenly,  in  1921.  business 
came  to  a  standstill. 

Goodyear  was  in  a  box.  Frank 
Seiberling  was  the  head  of  Goodyear 
and  the  star  of  Ohio  industrialists. 
Dillon,  Read  came  in.  and  they  finally 
undertook  to  supply  the  needed  fi- 
nancing.   They    insisted    that    all    the 


Seiberlings  get  out  of  the  company. 
Dillon  (Clarence,  father  of  former 
Treasury  Secretary  Douglas  Dillon], 
is  one  of  the  smartest  men  ever  on  the 
American  business  scene. 

Some  of  the  old  stockholders  started 
suits  against  Dillon.  Dillon  was  upset 
and  wanted  to  settle.  I  put  up  the 
money  to  save  Seiberling's  holdings 
that   carried   practical   control. 

Then  I  began  collaborating  with 
the  du  Ponts,  who  bought  into  U.S. 
Rubber  [now  Uniroyaij  at  that  time. 
Mr.  Firestone  had  been  a  clo.se  per- 
sonal friend  for  many  years,  and  I 
acquired  some  Goodrich  stock  and 
added  it  to  my  Goodyear  holdings. 

The  rubber  companies  had  a  curious 
policy  which  the  du  Ponts  and  I  cor- 
rected. Each  company's  main  objec- 
tive was  to  keep  the  others  from 
making  a  profit.  They  all  were  selling 
original-equipment  tires  below  cost. 
The  du  Ponts  and  I  had  many  meet- 
ings, aVid  for  several  years  the  four  big 
rubber  company  presidents  met  at  my 
home  to  discuss  constructive  plans,  ad- 
vertising, etc.  This  teaches  what  peace- 
ful coexistence  can  do. 

The  obvious  next  question:  "IVasn't 
this  a  violation  of  the  antitrust  laws?" 

Eaton:  No,  I  don't  think  so.  If  some- 
one had  complained,  I  am  sure  we 
could  have  persuaded  them  that  what 
we  were  doing  was  in  the  interest  of 
their  employees  and  the  national  econ- 
omy. We  were  not  getting  these  com- 
panies together  in  any  corporate  way. 

All  his  life,  Eaton  has  been  putting 
together  companies.  Having  merged 
the  C&O  and  B&O,  he's  now  attempt- 
ing to  combine  them  with  the  Norfolk 
&   Western.  His  explanation: 

Eaton:  Of  course,  the  putting  together 
now  is  happening  on  a  scale  that  is 


way  beyond  anything  that  was 
dreamed  of  in  my  prime.  It's  a  sign  of 
wholesome  American  ambition  and 
energy.  I'm  hoping  that  we  will  extend 
it  around  the  world. 

Now  there  are  some  fairly  wise 
men  who  say,  "Well,  let's  stay  at  home 
and  not  get  away  to  some  country 
with  a  different  kind  of  government." 
But  if  you're  interested  in  the  brother- 
hood of  man  and  good  relations  be- 
tween nations,  one  way  to  achieve 
them  is  through  mutually  profitable 
trade  and  the  exchange  of  talent. 

Forbes  reporters  then  asked:  "Isn't 
there  a  danger  that,  with  conglomerate 
mergers,  we  will  end  up  with  two  or 
three  companies  so  big,  so  powerful, 
people  will  feel  the  government  ought 
to  .socialize  them  in  self  defense?" 

Eaton:  There  is  that  very  great 
danger,  although  if  you  consider  the 
countries  where  socialism  has  taken 
over,  for  instance,  in  England,  it  was 
not  when  they  were  successful,  but 
when  they  were  failing.  They  took 
over  the  coal  mines,  the  railroads,  now 
their  steel  works,  because  of  the  lack 
of  success  in  those  institutions.  I  don't 
think  we  need  fear  the  power  of  the 
conglomerates.  Their  control  can  be 
widely  scattered  rather  than  concen- 
trated, especially  if  you  get  all  the 
people  in  a  company,  the  white-collar 
worker  as  well  as  the  man  in  the  fac- 
tory, to  feel  that  he  is  a  proprietor. 

As  the  reporters  prepared  to  leave, 
Eaton  .said: 

Eaton:  You  have  intrigued  me  in 
talking  about  the  past,  which  is  against 
my  better  judgment.  My  son  has  said 
to  me  that  if  you  want  to  participate 
actively  with  businessmen  today,  keep 
your  hair  cut,  stand  straight  and  don't 
talk  about  the  past.  ■ 


Budweiser  Pulls  Ahead 

Concentration  came  late  to  the  beer  business,  but  when  it  did, 
Anheuser-Busch  seized  the  opportunity.  Its  Budweiser  beer 
is  now  No.  One  by  a  margin  that  is  getting  wider  every  year. 


August  (Gussie)  Anheuser  Busch  Jr., 
68,  chairman  and  president  of  An- 
heuser-Busch Inc.,  inherited  the  flam- 
boyance of  his  forebears,  the  opu- 
lent-living St.  Louis  Busches  who  made 
Budweiser  the  nation's  largest-selling 
beer.  Over  breakfast  one  morning  in 
1953  Gussie  Busch  bought  the  St. 
Louis  Cardinals  to  save  the  team  for 
his  city.  In  1954,  to  boost  sales  of  his 
beer  in  the  city,  he  entertained  every 
retailer,  wholesaler  and  saloon  keeper 
in  town,  11,000  in  all,  on  11  nights  in 
his  home. 

But  it  was  in  1955,  with  his  com- 
pany's sales  and  profits  lagging  be- 
hind the  competition,  that  Gussie 
Busch  made  his  most  important  ges- 
ture.* As  trim,  compact  and  aggressive 
then,  at  56,  as  he  is  today,  Gussie 
Busch  stepped  into  the  company's 
private  railroad  car — a  Wabash  Rail- 
road coach  fitted  with  a  dining  room, 
four  conference  rooms,  a  kitchen  and, 
of  course,  a  bar.  With  him  was  his 
quiet,  perceptive  vice  president  (now 
executive  vice  president)  Richard  A. 
Meyer.  They  took  their  headquarters- 
on-wheels  on  a  tour  of  the  U.S.,  visit- 
ing the  900  Budweiser  wholesalers.  In 
a  sense,  it  was  this  whistle-stop  tour 
a  dozen  or  so  years  ago  that  brought 
modern  marketing  to  a  big  (1967  sales: 
$2.8  billion)  but  stodgy  industry. 

The  results  have  been  spectacular 
for  Anheuser-Busch.  In  an  industry 
whose  over-all  growth  has  been  only 
44%  since  1955,  the  big  St.  Louis 
brewer  has  boosted  net  sales  175% 
and  more  than  quadrupled  earnings 
per  share.  This  rate  of  sales  growth 
was  almost  double  that  of  its  biggest 
rival,  Milwaukee's  Schlitz  Brewing 
Co.,  and  Anheuser-Busch's  earnings 
growth  was  more  than  five  times  as 
great.  In  barrel  sales  Schlitz  held  a 
slight  edge  over  Anheuser-Busch  back 
in  1955,  but  today  Anheuser-Busch 
has  taken  a  commanding  lead:  15.5 
million  barrels  sold  in  1967  to  Schlitz' 
10  million.  Moreover,  Anheuser-Busch 
and  fast-rising  Pabst  Brewing  Co.  are 
getting  more  than  the  market's  growth. 
Beer  sales  overall  grew  2.7  million 
barrels  last  year;  A-B,  with  1.96-mil- 
lion-barrel  growth,  and  Pabst,  with 
1.07-milIion,  ate  into  other  brewers' 
sales  levels. 

Anheuser-Busch    has    ballooned    its 

•The  Busches  and  related  families  still  own  almost 
35%  of  the  11.2  million  shares  outstanding. 


28 


earnings  without  making  a  significant 
acquisition,  nor  did  it  increase  the 
selling  price  of  its  chief  product,  Bud- 
weiser beer.t  It  did  so  by  increasing 
its  market  penetration:  from  6.4%  of 
the  U.S.  beer  market  for  Budweiser  in 
1955  to  about  14.5%   in   1967. 

The  Saloon's  New  Image 

The  beer  business  in  the  mid-Fifties 
was  a  sitting  duck  for  an  aggressive 
marketer.  It  was  highly  fragmented; 
there  were  more  than  200  brewers  in 
the  U.S.,  most  of  them  small,  with 
only  local  distribution.  Yet  conditions 
were  ripe  for  national  distribution,  be- 

Guss/e  Busch 


cause  the  beer-drinking  habits  of  the 
nation  had  changed.  Instead  of  drink- 
ing beer  on  tap  in  saloons,  more  and 
more  Americans  were  drinking  pack- 
aged beer — both  at  home  and  in  bars. 
Today,  packaged  beer  comprises  83% 
of  the  market. 

The  coming  of  packaged  beer 
eroded  one  of  the  local  brewer's  bul- 
warks: geography.  It  is  easier  to  ship 
packaged  beer  than  draught  beer. 
Also,  the  buyer  of  bottled  beer  can 
be  pre-sold  on  a  nationally  advertised 
brand — a  "quality"  image — more  easi- 
ly than  the  man  who  asks  for  a  glass 
of  draught  beer. 

The  beer  wholesaler,  the  industry's 
local  marketer,  learned  to  love  the 
premium-priced  bottled  beer  too.  Bud- 
weiser and  other  premiums  normally 
sell  in  stores  for  about  20  cents  more 
for  a  six-pack  than  local  beers.  The 
brewer  can  use  part  of  this  premium 
— or  all  of  it — to  run  a  cut-price  pro- 
motion and  thereby  increase  volume, 
or  as  a  cost  allowance  to  his  whole- 
saler, giving  him  more  profit. 

Meanwhile,  the  smaller  brewer  has 
had  difficulty  in  meeting  the  rising 
cost  of  doing  business.  Since  1955  the 
cost  of  living  in  the  U.S.  has  risen 
24.6%.  But  the  price  of  beer  has  re- 
mained  almost    unchanged. 

This  is  not  entirely  a  matter  of 
Adam  Smith  economics.  The  big  brew- 
ers have  preferred  to  keep  things  that 
way.  Anheuser-Busch  has  never  for- 
gotten what  happened  in  1953  when 
it  raised  its  price.  Sales  slumped  in 
1954  and  Gussie  Busch,  facing  his 
annual  meeting  in  1955,  admitted  "We 
made  what  was  probably  the  worst 
mistake  in  the  company's  history." 
Not  only  did  Schlitz  pick  up,  but  Bud 
drinkers  went  to  local  beers  to  save 
money. 

There  is  another  incentive  for 
keeping  beer  prices  stable:  beer's 
implicit  competition  with  hard  liquor. 
With  an  alcoholic  content  of  only 
5%,  a  20-cent  can  of  beer  is  selling 
alcohol  at  33  to  34  cents  an  ounce;  at 
$5.50  a  quart,  the  alcohol  in  a  bottle 
of  blended  whiskey  costs  39  to  40 
cents  an  ounce. 

So  the  present  price  structure  is  very 
convenient  for  the  big  national  brew- 

tBudweiser  accounts  for  85%  of  Anheuser's  beer 
sales.  Busch  Bavarian,  a  lower-priced  beer,  and 
Michelob,  a  super-premium-priced  brew,  account 
for  the  rest.  The  company  gets  12%  of  sales  from 
such  ncnbeer  products  as  yeast,  corn  syrup  and 
dried  eggs. 
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ers,  and  especially  for  Anheuser-Busch, 
the  biggest  of  them  all.  Its  efficient 
plants  give  it  lower  costs  at  the  same 
time  that  its  premium  image  gives  it 
a  higher  price  for  what  remains,  none- 
theless, a  relatively  cheap  beverage. 
The  trend  of  industry  concentration 
ran  even  more  in  favor  of  the  national 
brewer  after  Schlitz  in  1949  bought  a 
brewery  in  Brooklyn,  NY.  and  began 
locally  to  produce  nationally  distrib- 
uted, premium-priced  beer.  In  one 
stroke  the  lower-shipping-costs  advan- 
tage of  local  beers  began  to  evaporate. 

One  Man's  Ambition 

Until  1946  Gussie  Busch  had  been 
a  rich  beer  baron,  who  ran  the  brew- 
ing side  of  the  family  business  and 
played  hard  on  the  side.  But  in  that 
year  his  elder  brother,  Adolphus 
Busch  III,  died.  Adolphus  had  led 
the  company  almost  since  the  end 
of  Prohibition.  At  the  time  of  his 
death  Anheuser-Busch  had  sales  of 
$75  million  and  S8.5  million  in  net 
income  It  was  a  local  St.  Louis  com- 
pany, even  though  its  beer  was  dis- 
tributed nationally.  It  was  secure  and 
profitable  but  rather  stodgy. 

This  was  the  situation  when  Gussie 
Busch  took  over,  the  fourth  of  his  clan 
to  head  the  company.*  Gussie  was 
ambitious  and  itching  to  make  the 
company  more  than  just  a  source  of 
revenues  and  local  prestige  for  himself 
and  his  descendants. 

At  first  he  contented  himself  with 
expanding  the  huge  St.  Louis  brew- 
ery There  had  been  talk  of  opening 
a  brewery  in  Newark,  N.J.  to  serve 
the  eastern  market,  but  Anheuser- 
Biisch's  family-controlled  board  was 
against  the  idea.  The  prevailing  opin- 
ion was  that  at  such  a  distance  the 
family  would  lose  control  over  the 
quality  of  its  product.  Pride,  rather 
than  economics,  was  still  in  the  saddle. 

Not  so  at  rival  Schlitz.  Schlitz  had 
concluded  it  made  little  sense  market- 
ing nationally  and  shipping  a  product 
that  was  over  90%  water  all  the  way 
from  Milwaukee.  So  Schlitz  in  1949 
brought  to  Brooklyn  the  "Beer  That 
Made  Milwaukee  Famous." 

The  men  in  St.  Louis  were  watching 
Schlitz.  They  saw  that  the  move  made 
sense.  Opposition  to  the  eastward  ex- 
pansion faded,  but  the  Anheuser  board 
decided  to  build  rather  than  to  buy  as 
Schlitz  had  done.  The  reason,  first  of 
all,  was  that  Anheuser-Busch  needed 
more  space  and  equipment  for  its 
brewing  process.  But  there  were  other 
factors:  Where  Schlitz  bought  an  old 
plant  with  500,000  barrels  of  annual 
capacity.  Anheuser-Busch  built  a  1.2- 
million-barrel     capacity    of     modern. 


•Which  really  got  going  when  soap-maker  Eberhard 
Anheuser  in  1865  turned  it  over  to  his  son-in-law 
and  Gussie's  grandfather— Adolphus  Busch. 
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efficient  plant  with  room  for  expan- 
sion. In  1951,  when  Newark  opened, 
Anheuser-Busch  had  8,580  employees. 
At  the  end  of  1967  it  had  9,560,  yet 
capacity  had  more  than  doubled. 
While  Schlitz  located  in  traffic-con- 
gested New  York  City,  A-B's  Newark 
plant  sat  smack  on  U.S.  Highway  1. 

Newark  was,  to  be  sure,  quite 
a  gamble.  The  new  plant  cost  $29.5 
million,  and  the  company's  net  plant 
account  in  1950  amounted  to  only  $41 
million;  not  only  was  Anheuser-Busch 
getting  far  from  home  base,  it  was 
adding  75%  to  its  plant  account  at 
one  swoop.  This,  on  top  of  the  expan- 
sion at  St.  Louis,  where  capacity  had 
been  nearly  doubled  in  1946  through 
1951.  At  a  time  when  most  brewers 
could  buy  a  plant  at  about  $10  per 
barrel  of  annual  capacity,  the  Newark 
plant's  cost  was  $25  per  barrel. 

Anheuser-Busch  had  expanded  its 
plant  faster  than  its  marketing  capa- 
bility. In  1952  it  had  only  7.6  million 
barrels  of  capacity  but  enough  sales  to 
operate  at  only  79%  of  capacity.  In 
any  business,  expensive  plant  like  the 
Newark  brewery  can  run  profitably 
only  at  a  high  rate  of  capacity. 

At  79%  of  capacity,  depreciation 
charges  were  eating  heavily  into  profits. 
While  sales  rose  177%  between  1946 
and  1952,  the  net  profit  margin  dropped 
from  11  cents  on  the  sales  dollar  to 
about  6  cents.  To  the  outsider  it 
looked  as  though  Anheuser-Busch  was 
in  trouble. 

Schlitz,  edged  in  sales  by  Busch  in 
1953,  moved  into  California  in  1954. 
So    did    Anheuser-Busch.    This    time 


both  brewers  built  new  breweries. 

By  now  Anheuser-Busch's  cash  flow 
was  strained,  and  it  had  $15  million  in 
bank  debt  outstanding,  so  it  paid  for 
the  California  move  by  selling  $35  mil- 
lion in  debentures.  In  the  conservative 
brewing  industry,  debt  was  frowned 
upon.  But  with  profits  lagging,  Gussie 
lacked  the  cash  flow  to  expand  out  of 
internal  revenues.  And  he  was  deter- 
mined to  get  first  place  and  with  it 
the  economies  of  scale.  Some  rivals  felt 
this  was  gambling,  but  Busch  knew 
otherwise.  The  situation  is  recalled 
by  Peter  Flanigan,  an  investment 
banker  at  Dillon,  Read,  and  son  of 
Manhattan  banker  Horace  Flanigan 
who  is  a  Busch  in-law:  "Dillon,  Read's 
advice  to  Busch  was  that  dilution  of 
earnings  on  the  common  by  selling 
equity  was  unnecessary  because  the 
company  could  handle  debt  conser- 
vatively." It  could  do  so  because  while 
they  were  expensive,  Anheuser-Busch's 
new -from -the -ground -up  breweries 
threw  off  large  amounts  of  tax-free 
depreciation  money.  The  interest  on 
the  debt  was,  of  course,  tax  deductible, 
leaving  the  bulk  of  cash  flow  available 
either  for  more  expansion  or  for  re- 
tiring debt.  Schlitz,  by  contrast,  re- 
mained debt-free  but  did  not  build  up 
equity  as  fast  as  Anheuser-Busch  (see 
table,  p.  30). 

At  the  time  all  this  was  going  on, 
most  brewers  were  content  to  think  of 
their  industry  as  a  comfortable  busi- 
ness, but  one  with  little  growth  poten- 
tial. More  than  once  during  the 
Fifties,  competitors  were  predicting 
disaster  for  the  national  brewers  from 
all  this  debt  and  all  this  expansion. 
In  1958  Pabst  did  indeed  come  to  the 
brink  of  bankruptcy,  and  in  the  mid- 
Fifties  Anheuser-Busch  sales  were  ac- 
tually declining. 

By  1955  Busch  had  9  million  bar- 
rels of  capacity,  but  sold  only  5.6 
million  barrels.  Depreciation  charges 
rose  'i'i%  from  1952  to  1955,  but 
earnings  fell  33%. 

All  in  the  Family 

It  was  at  this  point  that  Busch  and 
his  aides  learned  a  valuable  lesson: 
Ambition  and  shrewd  finance  were  not 
enough  in  a  business  like  beer.  You 
had  to  do  something  about  the  indus- 
try's antiquated  marketing  as  well.  Says 
Anheuser-Busch  marketing  vice  presi- 
dent Edward  H.  Vogel:  "This  company 
from  the  word  go  said,  'We  will  only 
produce  a  quality  product.'  It  did  not 
have  a  similar  feeling  in  marketing." 
It  was  then  that  Busch  and  Dick 
Meyer  climbed  into  their  railroad  car. 

What  really  resulted  from  that 
trip?  For  one  thing,  it  is  likely  that 
Busch  got  to  know  something  more 
about  the  wholesaler  and  his  prob- 
lems. His  first  move  after  that  was  no 


great  success,  however.  The  company 
brought  out  Busch  Bavarian,  a  lower- 
priced  brand.  Busch  Bavarian  flopped, 
ahhough  it  is  still  distributed  tcKlay  in 
some  parts  of  the  country. 

But  the  St.  Louis  brewers  were 
learning.  In  1958  Busch  was  building 
a  brewery  in  Florida.  Anheuser-Busch, 
however,  had  learned  something  about 
the  Florida  market  before  it  built. 
Florida,  imlike  the  large  northern 
markets,  docs  not  have  a  strong  local 
brand  tradition.  It  became  a  testing 
ground  for  Anheu.ser's  developing 
techniques  for  promoting  Budweiser  in 
the  marketplace.  When  Anheuser- 
Busch  opened  its  brewery  in  Tampa  in 
1959  at  a  5()0.()()0-barrel  capacity,  it 
could  not  meet  the  demand. 

From  that  point,  Busch  has  built  its 
markets  before  its  breweries — instead 
of  vice  versa.  (Giant  Canadian  Brew- 
eries failed  to  do  this  years  later  when 
it  invaded  the  U.S.  with  Carling's,  and 
it  paid  a  heavy  price.  Overcapacity  cost 
Canadian  some  $7  million  in  earnings 
before  it  closed  some  U.S.  properties 
in  1965.)  Since  Florida,  Anheuser- 
Busch  has  repeated  the  market  build- 
ing process  in  Texa.s,  in  New  England 
and  elsewhere.  It  no  longer  risks  com- 
ing in  with  new  capacity  (at  $29  per 
barrel  of  annual  capacity)  for  which 
it  has  no  market. 

Most  important,  Anheuser-Busch 
learned  about  market  development. 
The  company  is  loath  to  say  much 
about  promotions,  i.e.,  temporary 
price-cutting.  August  Busch  III,  Gus- 
sie's  son  and  heir  apparent,  claims 
that  promotions  are  not  allowed  to 
run  over  45  days  in  any  market.  One 
large  New  York  brewer,  however, 
charges:  "We  were  finally  driven  to  do 
some  price-cutting  to  answer  Bud- 
weiser. They  were  selling  six  cans  for 
99  cents  and  we  put  up  with  that  kind 
of  pressure  for  two  years." 


August   /// 

But  if  Anheuser-Busch  u.ses  price- 
cutting,  it  is  scientific  price-cutting. 
Says  Ed  Vogel,  "This  is  not  by  chance 
or  by  God.  We  know  in  a  market  a 
particular  time  when  we  want  to  go  in 
there  and  run  a  promotion.  Now,  the 
timing  is  important;  the  dynamics  of 
each  market  are  different.  We  know 
the  time  to  go  in  there  and  when  to 
get  out."  Growls  Gussie  Busch  him- 
self: "We  were  short  of  beer  again  in 
1967.  You  couldn't  be  that  damned 
foolish  to  have  promotions  and  not 
have  the  product  to  sell."  The  promo- 
tions, of  course,  help  to  keep  those 
plants  running  at  almost  total  real 
capacity. 

Unlike  most  brewers,  Anheuser- 
Busch  learned  to  look  at  the  marketing 
process  whole.  To  Dick  Meyer  and 
Ed  Vogel  it  was  not  just  a  collection 
of    different    steps.    Essentially,    good 


KEEPING  AN  EYE  ON  THE  EQUITY 

As  contrasted  with  Schlitz,  its  closest  rival,  Anheuser-Busch  presents  some 
interesting  financial  differences.  Anheuser  has  a  larger  capital  Investment  be- 
hind each  barrel  it  brews,  but  it  also  nets  a  good  deal  more  on  each  barrel. 
Moreover,  by  leveraging  its  capital  structure  with  debt,  Anheuser  brings  down 
the  ultimate  after-tax  cost  of  its  capital  investment.  As  a  net  result, 
Anheuser-Busch  has  built  up  its  stockholders'  equity  at  a  much  faster  pace 
than  Schlitz  has  done.  (Pabst  has  done  well  too,  but  in  a  different  way:  Its 
profit  per  barrel  is  no  higher  than  Schlitz'  but  its  investment  per  barrel  is 
lower  and,  like  Anheuser-Busch,  it  had  leverage  before  retiring  its  debt  in  Feb- 
ruary 1967;   hence  its  equity  buildup  has   been   comparable  to  Anheuser's.) 


Company 
Anheuser-Busch 
Schlitz  Brewing 
Pabst  Brewing* 


, 1967  Data      — 

Net  Net  Cash 

Propertyt       Income  Flow 

,— Per    Barrel   of   Beer  Sold — 


$17.28 

10.67 

9.09 


$2.33 
1.87 
1.74 


$4.29 
2.86 
2.64 


Long-Term 
Debt 


$147.9 
None 
None 


Common  Equity 
1961  1967 

millions , 


$153.4 
141.0 
75.5 


$255.4 
180,9 
122.0 


•All  1967  data  estimated  by  FORBES.     tExcludes  nonbeer  property  for  Anheuser-Busch. 


Gain 

66.5% 

28.3 

61.6 


marketing  consists  of:  1)  getting  the 
customers  to  want  your  product  and 
keep  wanting  it;  and  2)  getting  the 
goods  distributed  to  them. 

As  for  distribution.  Anheuser-Busch 
carefully  cultivated  the  wholesaler  and 
retailer,  gave  them  monetary  incentive 
to  push  its  product.  A-B  worked  equal- 
ly hard  on  the  beer  drinker.  Long  be- 
fore the  rest  of  the  industry  it  paid 
attention  to  marketing  studies  and  psy- 
chological reports  on  beer  drinking 
"and  beer  drinkers. 

A-B  learned  that  it  was  the  man  in 
the  family  who  decides  which  beer 
the  family  is  going  to  buy — even  when 
the  wife  does  the  shopping.  Conclu- 
sion: Don't  waste  money  selling  wom- 
en on  the  virtues  of  your  beer. 

Second,  A-B  learned  more  about 
the  accepted  belief  that  "low-income 
working  people"  are  the  big  beer 
drinkers.  Working  people,  yes,  but 
low  income'.'  Definitely  not.  The  folks 
who  drink  the  most  Budweiser  make 
between  $8,000  and  $15,000  a  year. 
They  are  foremen,  construction  work- 
ers, truck  drivers,  artisans,  and  they 
are  very  quality  and  prestige  con- 
scious. They  have  the  money,  after 
all,  but  they  retain  blue  collar  "status." 
When  he  walks  up  to  a  bar  or  serves 
beer  at  home,  the  blue-collar  man 
wants  to  buy  and  serve  "the  best,"  es- 
pecially where  "the  best"  costs  only  a 
few  cents  more.  Hence  the  decision 
to  emphasize  quality,  quality,  quality 
in  Budweiser's  advertising. 

Busch  and  Loinbardi? 

One  result,  interestingly,  has  been 
an  actual  shrinkage  in  Anheuser- 
Bu,sch's  advertising  costs.  Ten  years 
ago.  according  to  Advertising  At^e. 
Busch  spent  $1.60  a  barrel  on  adver- 
tising, only  slightly  less  than  Schlitz 
spent  and  a  good  deal  more  than  Car- 
ling,  FalstafT  or  Miller's.  Today  the 
situation  is  reversed.  By  advertising  se- 
lectively, Budweiser  has  been  able  to 
maintain  its  quality  image  without 
greatly  increasing  advertising  outlays. 
In  1966,  the  last  full  year  for  which 
Ad  Age  has  reported,  Busch  spent  98 
cents  a  barrel,  while  Schlitz  spent 
almost  twice  that  amount.  With  less 
spent  on  advertising,  Busch  had  more 
to  deal  back  to  wholesalers. 

Anheuser-Busch  found  just  the  right 
combination.  How?  What  did  An- 
heuser-Busch have  that  the  compe- 
tition didn't  have  in  all  this?  Says  a 
rival  brewing  executive:  "What  do  the 
Green  Bay  Packers  have  that  the  other 
teams  don't?  I  wish  I  knew.  All  I  do 
know  is  that  whatever  the  Anheuser- 
Busch  people  do  they  do  better  than 
the  rest  of  us." 

Much  of  Anheuser-Busch's  vaunted 
new  marketing  expertise  is  simply 
common  sense.  Sometimes  it  works. 
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77  PRODUCTS 
FOR  AUTOMOTIVE  INDUSTRIES 

Of  the  many  Porter  products,  77  are  manufactured  for  the  automo- 
tive industry  alone. ..from  truck  and  bus  hardware  to  clutch  facings 
...from  radiator  hose  to  brake  lining. ..from  metal  trim  to  fan  belts 
...from  rubber  molding  to  hydraulic  hose  assemblies... from  engine 
forgings  to  teflon  ball  joint  inserts.  Call  Porter.  Pittsburgh,  Pa. 


H.  K.  PORTER  COMPANY,  INC. 
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Just  out:  one  of  the  most  "private" 
documents  ever  mailed  to  914,000  people 


statement  of  Financial  Condition 

Uccembei  23,  19^7 
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Merrill  Lynch's  27th  balance  sheet  shows  a  net  worth  of  $198.8  million  — 50  times  what  it  was  in  1941.  For  our  income  statement,  see  below. 


No  New  York  Stock  Exchange  mem- 
ber firm  is  required  to  issue  its  annual 
report  to  the  general  public.  In  1941, 
Merrill  Lynch  became  the  first  to 
send  its  private  balance  sheet  and  in- 
come statement  to  all  its  customers 
and  the  press.  Even  today,  we're  one 
of  the  few  brokers  to  do  it.  We  be- 
lieve in  "doing  business  in  a  goldfish 
bowl,"  so  our  customers  know  where 
we  stand.  Scan  these  highlights  of 
our  report.  Then  write  for  a  copy. 

THAT  FIRST  report  of  ours  showed  a 
/oss  of  $177,944. 

Fortunately,  it  was  the  last  loss  we've 
ever  had  to  post.  Our  net  income  for 
1967  was  a  robust  $54,558,451. 

This  was  based  on  operational  in- 
come of  $369,443,058  -  derived  pri- 
marily from  customer  transactions  in- 
volving some  $19.2  billion  worth  of 
stocks  0.1  the  N.Y.S.E.  and  $90.7  billion 
worth  of  government  bonds,  plus  addi- 
tional billions  in  other  stocks  and  bonds 
and  commodity  futures. 

Ten-figure  figures, 
meaningful  to  investors 

•  Our  assets  total  $1,976,562,631- 
which  puts  Merrill  Lynch  somewhere 


1966 

$287,441,050 


1965 

$227,515,730 


Summary  of  Income  For  the  Years  Ended  Dec.  29, 1967,  Dec.  30, 1966,  and  Dec.  31, 1965 

and  Expenses 

Income  from  operations 

Operating  expenses 

Income  before  employee  participation  and  taxes 

Employee  participation  in  profits  through  cash 

and  deferred  Profit  Sharing  and  Pension  Plans 

Income  before  Taxes 

Federal,  State  and  Local  Taxes 

NET  INCOME 


1967 

$369,443,058 
209,772.155 
159,670,903 

39.433,648 

120,237,2,55 

65,678,804 


165,487,883   141,197,801 
121,953,167    86,317,929 

30.461,309 
91,491,858 
48.402,079 


22.403.565 
63.914,364 
33,090.510 


S  54,558,451   $  43.089.779   S  30.823.854 


beside  the  top  20  U.S.  banks.  Our  capi- 
tal stock  and  surplus  is  $198,801,053- 
comfortably  over  N.Y.S.E. requirements. 

•  Merrill  Lynch  holds  on  deposit  over 
$16  billion  worth  of  securities  for  our 
customers. 

•  As  a  further  indication  of  confidence, 
the  number  of  our  active  customers  in- 
creased last  year  by  95,260— or  some 
1,800  new  people  per  week. 

•  The  present  value  of  Merrill  Lynch's 
102  "seats"  on  all  46  major  stock  and 

commodity    exchanges 

H  around  the  world  is  more 
than  $8  million. 


The  "goldfish  bowl"  philosophy 

We  publish  information  like  the  preced- 
ing in  our  annual  report,  and  mail  it  to 
our  914,000  active  customers,  as  a  mat- 
ter of  policy. 

Wc  believe  that  the  more  our  cus- 
tomers know  about  us,  the  more 
confidence  they  will  have  in  us. 

For  information  on  our  policies,  services, 
and  facilities— and  on  virtually  any  stock 
that  interests  you— just  walk  into  our 
nearest  office. 

Meanwhile,  be  our  guest.  Write  for 


your  complimentary  copy  of  our  "pri- 
vate" annual  report. 

MERRILL  LYNCH. 

PIERCE.  FENNER  &  SMITH  INC 


70  PINE  STREET.  NEW  YORK,  N.  Y.  10005 

Let  any  one  of  Merrill  Lynch's  170  world-wide  offices  be  your 

Investment  Information  Center.  Just  walk  inl 
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six  years  ago,  for  example.  Reynolds 
Metals'  representatives  brought  Vogel 
their  idea  for  a  Tapper  container  to 
bring  draught  beer  into  the  home  re- 
frigerator, it  was  a  watemielon,"  says 
Vogel.  pointing  out  that  the  American 
housewife  cant  accommodate  a  whole 
watermelon  in  her  refrigerator,  so 
what  can  she  do  with  a  2'/* -gallon 
aluminum  box?  Vogel  put  the  Rey- 
nolds men  in  a  cab  and  sent  them 
across  St.  Louis  to  Falstaff,  which  went 
for  the  idea.  Schlitz  also  went  for  a 
variation  on  Tapper,  called  Home  Keg. 
Both  flopped.  However,  in  1963,  An- 
heuser-Busch was  slow  to  realize  the 
appeal  of  the  easy-opening  can  and 
Schlitz.  who  introduced  the  can,  bene- 
fited. 

Setback   in   California 

For  all  its  strong  position  in  the 
marketplace.  Anheuser-Busch  is  far 
from  walking  away  with  the  business. 
In  California,  a  rich  and  getting-richer 
market,  two  independents.  Colorado's 
Adolph  Coors  and  Olympia  Brewing 
Co.  of  the  State  of  Washington  give  it 
a  rough  time.  Both  ship  in  from  out  of 
state  and  still  outsell  Anheuser's  big 
Los  Angeles  brewery.  In  Texas.  Schlitz 
holds  onto  its  lead,  thanks  in  good  part 
to  a  powerful  band  of  wholesalers  that 
Anheuser-Busch  has  been  unable  to 
crack. 

One  of  Gussie  Busch's  most  recent 
triumphs,  however,  was  in  New  Eng- 
land. Budweiser  is  now  the  No.  One 
brew  in  that  six-state  area,  having 
edged  out  Schaefer.  Rheingold  and 
FalstatT's  Narragansett  brand  in  most 
I  markets  by  1967.  In  conformity  with 
jits  policy  of  building  markets  first, 
breweries  second,  Anheuser-Busch  has 
been  supplying  New  England  from 
Newark.  But.  having  captured  the  mar- 
ket, it  plans  to  build  a  permanent 
base  there,  a  1 .7-million-barrel  brew- 
ery at  Merrimack.  N.H. 

Right  now.  therefore,  the  company 
is  pushing  hard  to  raise  its  smallish, 
6^^  market  share  in  New  York  City, 
th^  nations  largest  and  toughest  beer 
market.  It  will  have  to  sell  more  beer 
there,  in  order  to  keep  Newark's  huge 
3. 7-million-barrel  capacity  plant  busy 
after  1971.  when  the  Merrimack  plant 
goes  into  operation. 

The  process  of  concentration,  such 
as  is  now  going  on  in  beer,  is  not  a 
pretty  one;  too  many  small  business- 
men get  hurt.  Not  surprisingly,  An- 
heuser-Busch has  made  enemies.  Says 
Dick  Meyer,  philosophically:  "You've 
heard  about  everybody  loving  a  win- 
ner. Not  in  business.  When  you  get  to 
the  top  of  the  heap  everybody  be- 
neath you  is  anxious  to  pull  you  back 
to  his  level." 

Last  year,  for  example,  Newark's 
troubled   P.    Ballantine   &   Sons   sued 


Saloon.  It  wui  the  name  of  a  song.  It  was  evil  incarnate  to  the  Anti- 
Saloon  League.  It  was  a  way  of  life.  Once  a  man  might  steal  off  from  wife 
and  kids  to  a  place  like  this  for  a  drink  and,  strictly  male,  companionship. 
Prohibition  closed  the  saloons.  People  began  making  their  own  and  drinking 
at  home.  The  women  joined  in.  Refrigerators  cooled  the  drinks,  the  auto- 
mobile curtailed  them.  Saloons  and  suburbs  don't  mix.  People  drink  at  home. 


Anheuser-Busch  and  two  other  brew- 
ers to  break  a  joint  labor  bargaining 
agreement.  Ballantine  charged  that  the 
more  prosperous  brewers  were  set- 
tling for  more  wages  than  Ballantine 
could  afford  in  order  to  drive  it  out  of 
business.  Ballantine  soon  dropped  the 
suit  and  bargained  separately.  A-B's 
reaction  is  well  put  by  Dick  Meyer: 
"Ballantine  was  in  Newark  a  long 
time  before  we  got  there.  We  don't 
like  to  see  any  established  brewer  go 
out  of  business,  but  we  are  certainly 
not  going  to  permit  it  to  be  ascribed 
to  any  activity  of  ours." 

Not  only  other  brewers,  but  whole- 
salers are  hurting.  As  the  national  and 
large  regional  brewers  emerged,  their 
power  over  individual  wholesalers  in- 
creased. The  traditional  relationship — 
on  a  strict  order-to-order  basis,  can- 
celable without  notice  by  either  party 
— made  that  inevitable.  Now  the  Sen- 
ate Antitrust  Subcommittee,  after 
hearing  from  beer  wholesalers  and 
other  middlemen  of  American  busi- 
ness, is  proposing  franchise  legislation. 

Anheuser-Busch,  as  have  some  other 
brewers,  has  instituted  equity  contracts 
with  its  960  wholesalers — 25%  of 
whom  are  exclusive.  But  the  St.  Louis 
brewer  is  getting  out  ahead  in  this  re- 
gard also.  Using  its  banks  of  computers 
to  gauge  market  needs,  Anheuser- 
Busch  now  does  the  bulk  of  the  order- 
ing for  the  wholesaler.  Since  the 
wholesaler's  two  largest  variable  costs 
are  his  delivery  trucks  and  his  ware- 
houses, A-B  plans  to  take  over  storage 
and  delivery  and  consolidate  them. 

Money,   Money 

These  are  small  problems  com- 
pared with  the  opportunities.  An- 
heuser  is  currently  building  a  new 
brewery  every  second  year  at  a  cost  of 
around  $45  million  each.  The  average 
new  brewery  has  about  1 .6  million  bar- 
rels of  capacity,  which  means  that  the 
company  is  adding  about  6%  a  year  to 
capacity — enough  to  keep  up  with 
normal  market  growth,  plus  some  in- 


crease in  market  share.  It  can  now  do 
all  this  out  of  cash  flow.  In  short,  An- 
heuser-Busch's  success  is  now  at  the 
success-breeding  stage.  It  has  built 
more  than  markets.  In  the  equity,  there 
is  now  wealth  for  future  generations  of 
Busches  to  expand. 

How  much  higher  can  its  market 
share  go?  There  are,  to  be  sure,  anti- 
trust problems,  but  with  less  than  15% 
of  the  market,  Anheuser-Busch  surely 
has  a  good  way  to  go  before  running 
into  a  real  roadblock  here;  especially 
as  long  as  it  follows  its  policy  of  build- 
ing, not  buying,  its  way  in. 

"We  see  ahead  to  where  our  share 
of  market  is  going  to  be  such  that  fur- 
ther growth,  rapid  growth,  such  as  we 
are  having,  will  be  hard  to  keep  up," 
concedes  August  III.  But  he  feels  that 
this  time  is  probably  ten  years  away. 

Against  that  day,  however,  the  com- 
pany is  doing  a  good  deal  of  thinking 
about  the  future.  Yeast  and  corn  prod- 
ucts, its  major  nonbeer  lines,  do  not 
offer  outstanding  growth  possibilities. 
Last  year,  losses  of  over  $3  million  in 
corn  refining  held  the  company's  profit 
growth  to  7.6%  on  a  14%  increase  in 
sales.  So  Anheuser-Busch  would  like  to 
make  an  acquisition  to  give  it  an  addi- 
tional major  product  to  put  through  its 
top-notch  distribution  system.  Again, 
there  are  antitrust  problems.  For,  as 
Dick  Meyer  points  out,  when  you're 
out  front,  there  are  all  kinds  of  people 
taking  potshots  at  you. 

But  as  the  financial  figures  on  page 
30  show,  Anheuser-Busch  is  both  a 
highly  profitable  company  and  a  grow- 
ing one.  It  now  has  a  lead  that  is  un- 
likely ever  to  be  closed,  unless  manage- 
ment blunders  badly.  Under  these 
circumstances,  most  of  Anheuser- 
Busch's  comf)etitors — several  of  them 
struggling  for  survival — would  much 
rather  face  Anheaser's  kind  of  problem 
than  their  own.  As  Gussie  Busch  said 
only  recently,  his  grufi"  voice  booming 
across  the  room:  "We  have  planned 
intelligently.  That's  what  has  made 
all  this  growth  possible."  ■ 
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BEER,  NOT  "MALT  SOm 

The  man  in  the  picture  at  left 
pouring  hops  into  a  brew  kettle  fill 
with  an  amber  liquid,  called  wo 
The  liquid  has  been  strained  off  in 
upper-story  tanks  (below)  from 
mash  of  barley  malt,  rice  and  wat 
The  hops,  added  at  this  stage, 
what  give  beer  much  of  its  taste,  " 
bite."  In  line  with  the  American  p 
ference  for  taste  "lightness,"  few 
hops  are  used  in  American  beer. 

The  new  mix  of  wort  and  hops 
now  cooked  in  the  kettles  ibelc 
left).  Then  it  is  drained,  cooled  a 
the  hops  strained  off.  The  result 
liquid  is  poured  into  fermenting  tar 
where  yeast  is  added.  This  is  wh( 
alcohol  enters  the  picture.  The  ye 
breaks  down  malt  sugars  into  alcoh 
How  much  alcohol?  Budweiser  bt 
now  contains  5%  alcohol  by  volun 


and  it  has  edged  up  mcxlestly  in  re- 
cent years.  In  fact.  American  beer 
today  contains  as  much  alcohol  as 
most  foreign  heers.  The  famous  Ger- 
man beers  at  their  strongest  get  up 
to  only  6*7.  But  German  beers  do 
have  more  malt,  and  malt  is  protein. 
It  is  the  protein  that  "goes  to 
your  head,"  says  Anheuser-Busch 
brewmaster  Frank  Schwaiger.  a  native 
of  Bavaria.  "They  drink  those  malt 
soups  over  there." 

Once  the  mixture  has  undergone 
fermentation,  it  can  be  called  beer,  but 
one  would  hardly  like  to  drink  it. 
First  it  must  rest  Ua^er  in  German) 
in  aging  tanks  like  those  above.  In 
these  tanks  sediment  settles,  clarifying 
the  beer.  Also,  carbonation  is  brought 
about,  either  by  injecting  carbon 
dioxide  or.  as  at  Anheuser-Busch,  by 
adding  a  small  amount  of  unfermented 
wort  and  yeast.  Yeast,  in  primary 
fermentation  or  in  the  Anheuser-Busch 
process  called  kraetisening.  is  the 
source  of  carbon  dioxide.  Carbonation 
pOts  the  bubbles  in,  and  the  head  on, 
beer.  Finally,  after  lagering  for  three 
to  six  weeks,  the  beer  goes  to  the 
bottling  plant  {right)  and  from  there 
out  to  the  stores. 

What  makes  for  a  better  glass  of 
beer?  Chilling  the  glass  helps.  But 
making  sure  the  glass  is  clean  is 
essential  if  the  beer  is  to  have  a  head. 
The  English,  who  take  their  beer 
strong,  warm  and  seriously,  don't  care 
for  a  head.  Germans  and  most  Ameri- 
cans do.  What  does  that  prove?  Only, 
as  Frank  Schwaiger  says,  "If  you  are 
a  fairly  good  beer  drinker,  you  are 
opinionated.  Your  beer  must  have  a 
real  or  imagined  preference.  We  think 
it's  real. "  ■ 
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Ifs  All  in  the  Game 

Even  with  profits  down  by  a  full  third  last  year,  Texas  Instruments' , 
brass    are    still    talking    confidently.     They    may    have    a    point. 


There  are  two  ways  for  a  "growth" 
company  to  take  the  inevitable  finan- 
cial setbacks  which  so  frighten  in- 
vestors. 

One  way  is  to  push  the  whole  thing 
under  the  carpet.  This  can  be  done 
by  making  timely  bookkeeping 
changes:  capitalizing  expenses,  taking 
deferred  income  into  current  earnings 
or  stretching  out  depreciation  charges. 
This  penalizes  future  earnings,  but  by 
then  the  company's  troubles  hopefully 
will  be  over. 

Alternatively,  the  company  can  take 
its  medicine  on  the  spot.  This  risks 
certain  consequences  in  the  stock  mar- 
ket, but  it  also  avoids  the  necessity  of 
penalizing  future  earnings.  This  bold- 
er, more  honest  course  was  chosen 
last  year  by  Texas  Instruments.  For 
1967,  TI's  sales  slipped  from  $580 
million  to  $569  million,  while  earn- 
ings slumped  from  $3.30  to  $2.11  per 
share.  It  was  a  brutal  comedown  for 
a  growth  company,  but  it  accurately 
reflected  severe  setbacks  in  TI's  most 
important  business. 

"These  Things  Happen."  Inter- 
viewed in  their  Dallas  headquarters 
last  month,  TI's  bosses.  Chairman 
Patrick  Haggerty  and  President  Mark 
Shepherd,  were  taking  the  decline  very 
much  in  their  strides.  Haggerty  was  in 
his  usual  shirt  sleeves  with  his  necktie 
jerked  loose  at  the  collar.  Shepherd,  a 
hulking  bear  of  a  man,  was  in  habitual 
sports  jacket  and  white  socks. 

"We've  told  people  all  along  that  in 
our  kind  of  business  we  will  inevitably 
experience  periodic  setbacks,"  said 
Haggerty.  "There's  just  no  getting 
around  it.  But  I  must  admit  that  we 
didn't  expect  to  have  trouble  in  1967. 
One  of  our  biggest  troubles  was  in 
semiconductors." 

Texas  Instruments  leads  the  semi- 
conductor market  along  with  Fair- 
child  Camera  and  Motorola.  Nearly 
two-thirds  of  TI's  sales  comes  from 
electronics,  semiconductors  (tran- 
sistors diodes,  resistors,  integrated  cir- 
cuits and  the  like).  The  market  is  one 
of  the  biggest  and  fastest-growing  in 
the  U.S.  where  semiconductor  sales 
have  almost  doubled  since  1963. 

At  the  same  time  it  is  a  risky  mar- 
ket. Technological  changes  in  semi- 
conductors have  been  bewilderingly 
swift  as  transistors  have  become  small- 
er and  smaller  and  have  finally  given 
way  to  integrated  circuits.  Also,  the 
average  price  of  a  transistor  has 
dropped  about  50%  annually  in  recent 
years.  Several  years  ago  a  semicon- 
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ductor  producer  could  sell  a  circuit 
containing,  say,  four  transistors  for 
$120.  Today  he  may  find  himself  sell- 
ing a  tiny  integrated  circuit  with  40 
transistors  for  only  $4.  TI  and  the 
others  must  sell  twice  as  many  tran- 
sistors every  year  just  to  stay  even  in 
dollar  sales.  Thus,  despite  tremendous 
year-to-year  gains  in  the  volume  of 
integrated  circuits,  the  industry's  total 
sales  dollars  leveled  off  at  just  over 
$1   billion  last  year. 

The  industry  is  accustomed  to  this 
pace  but  can't  always  stay  ahead  of 
it.  "The  changeover  to  integrated  cir- 
cuits from  discrete  [separate]  com- 
ponents like  transistors  and  resistors 
sneaked  up  on  us  faster  than  we  had 
ever  expected,"  said  Mark  Shepherd. 
(Fairchild  and  Motorola  felt  the  pinch 
too,  with  earnings  declines  of  48%  and 
55%,  respectively.) 

The  outlook  for  1968,  admitted 
both  Haggerty  and  Shepherd,  is  for 
the  semiconductor  business  to  remain 
at  the  $1 -billion-sales  level.  It  will  be 
at  least  another  year  before  the  dollar 
volume  of  integrated  circuits  can  re- 
place lost  sales  of  discrete  components. 
And  beyond  1968?  Said  Bernie  List, 
manager  of  advanced  planning  for 
TI's  components  group,  "If  there  isn't 
a  big  market  for  us  in  home  enter- 
tainment by  the  1970s,  there  are  going 
to  be  a  hell  of  a  lot  of  companies  in 
trouble."  Right  now  the  bulk  of  the 
semiconductor  market  is  in  defense 
and  industrial  applications.  The  home 
entertainment  market  is  relatively 
small  (the  main  element  in  a  TV  set, 
for  example,  is  a  vacuum  tube,  not  a 
semiconductor).  TI  is  convinced  the 
home  electronics  market  will  develop, 
however.  It  is  looking  hopefully  to- 
wards such  things  as  a  home-comfort 
control  system  and  video  tape  re- 
corders to  fuel  the  growth. 


That's  Not  All.  Shepherd  and  Hag- 
gerty do  not  place  all  the  blame  for 
last  year's  decline  on  their  semicon- 
ductor business,  however.  They  con- 
cede TI  had  problems  in  its  other 
businesses,  which  theoretically  were 
supposed  to  take  up  some  of  the  slack 
in  semiconductors. 

TI's  clad-metals  business,  for  ex- 
ample,  came  a  cropper  when  it's  con- 
tracts for  the  Federal  Government's 
coinage  conversion  program  were  com- 
pleted. This  part  of  TI's  business  de- 
pends on  being  able  to  persuade  metals 
users  to  switch  over  from  conventional 
metals  to  combinations,  as  the  Govern- 
ment did  in  substituting  a  combination 
copper  and  nickel  for  silver  in 
quarters  and  dimes.  Last  year,  with 
many  metal  users  experiencing  slight 
slowdowns,  TI  found  it  difficult  to 
persuade  customers  to  spend  money 
on  substitution.  That  left  it  with  con- 
siderable excess  capacity. 

"The  biggest  surprise,  though,  was 
in  our  oil  exploration  business,"  said 
Shepherd.  TI  has  sharply  increased  its 
share  of  the  seismic  exploration  busi- 
ness since  1963,  when  it  introduced  a 
new  digital  system  for  searching  out 
petroleum  deposits  by  use  of  a  com- 
puter. The  trouble  is,  the  business 
has  increased  too  fast.  TI  has  had  to 
hire  many  untrained,  inexperienced 
personnel  to  operate  its  systems.  As  a 
result,  said  Haggerty,  "increased  data 
collection  costs  have  cut  the  hell  out 
of  our  profits."  He  added  that  "a  major 
slowdown"  in  offshore  oil  exploration 
during  1967  aggravated  the  problem. 

"Just  about  the  only  thing  that  was 
really  going  good  for  us  was  our  Gov- 
ernment Products  division,"  summed 
up  Shepherd.  That  portion  of  TI's  sales 
included  space  telemetry  systems  and 
radar  and  reconnaissance  systems. 
"But  as  you  know,"  added  Shepherd, 
"the  profit  margins  are  really  nothing 
to  cheer  about  in  government  work." 

Onward  &  Upward.  TI's  chastening 
experiences  in  1967  have  done  little 
to  dim  Haggerty's  and  Shepherd's 
Texas-sized  confidence.  "A  few  years 
ago  we  set  $1  billion  as  our  sales  goal 
for  1970,"  said  Haggerty.  "Well,  by 
the  1976-77  time  span  we  hope  to  be 
up  around  $3  billion." 

Are  Haggerty  and  Shepherd  talking 
big,  just  to  keep  up  their  own  courage 
and  that  of  their  stockholders,  who 
have  seen  TI  shares  drop  from  144 
to  around  90  since  last  May?  Not 
necessarily.  They  have  been  through 
this  sort  of  thing  before,  successfully. 
In  the  great  electronics  shake-out  of 
1961-62  TI's  profits  were  nearly  cut 
in  half.  It  rebounded  in  1963  and  re- 
sumed its  growth. 

So  why  wince  at  the  kind  of  year 
you  have  to  expect  in  a  dynamically 
growing  business?   ■ 
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RIGHT  N(M' 
NORTH  AMERICAN  ROCKW'ELL 
IS  BLS\- 

We're  producing  axles,  brakes,  springs 
and  universal  joints  for  heav>'-dury 
vehicles  at  the  RockwvUSlandard  Divisions. 

Developing  a  sodium-cooled  Fast 
Breeder  Nuclear  Reactor  at  the 
Atomics  InternatiMnaJ  Di\ision. 

Working  on  the  nation's  most 
advanced  military  and  space  electronics 
systems  at  the  Autonctics  Di>isi<m. 

Producing  single  shuttle  looms, 
bearings  and  weaving  machines  at  the 
Draper  l>i\i.sion. 

Powering  all  three  stages  of  Apollo' 
Saturn  V  that  will  send  man  safely  to 
the  moon  and  return  at  the 
RDcl(clil>'ne  Di\ision. 

Producing  filters,  industrial  gears, 
other  power  transmission  equipment  and 
conon  ginning  machinery  at  the 
Industrial  Di\isM)as. 

Probing  the  future  of  supersonic  travel 
with  data  from  the  X-15  and  XB-70A 
advanced  research  aircraft  at  the 
Los .-\n($l'les  Division. 

Building  tactical  missiles,  the  mach  2 
Vigilante  reconnaissance  airplane  and  the 
OV-IOA  light  armed  reconnaissance 
airplane  at  the  (blumbus  I>i\ision. 

Designing  and  building  Apollo  service 

and  command  modules  at  the  Space  DK-ision. 

Producing  the  country's  fullest  line  of 
business,  agricultural  and  personal 
aircraft  at  the  AfroCiommandcT'Dixision. 

Probing  the  basics  of  physics, 
chemistry,  metallurgy  and  mathematics 
at  the  Science  (  A-niiT . 

Designing  at  the  Ocean  S>-su>ms  Opi-raiions 

a  four-man  research  submarine  that 
will  operate  ar  2,000  feet. 

And  we're  working  overseas  with 
affiliates  and  licensees  in  nineteen  foreign 
countries. 


/nside  the  Insiders  Report 

When  the  insiders  buy  and  sell  their  company  stock — as 
revealed  in  the  Insiders  Report — does  this  mean  they  know 
something?  More  often,  it  means  that  they  need  something. 


Want  more  information? 
Write  for  a  copy  of  our  Annual  Report. 
North  American  Rockwell  Corporation, 
2300  East  Imperial  Highway,  El  Segundo, 
California  90245 


Its  full  name  is  the  Official  Sum- 
mary of  Security  Transactions  and 
Holdings,  but  everybody  calls  it  the 
Insiders  Report.  For  34  years  now.  in- 
vestors, journalists  and  the  just-plain- 
curious  have  been  eagerly  perusing  this 
monthly  publication  of  the  Securities 
&  Exchange  Commission  for  a  hoped- 
for  insight  into  what  the  "insiders,"  the 
smart-money  people,  are  buying  and 
selling. 

The  Insiders  Report  was  set  up  in 
1935.  Congress,  prodded  by  the  New 
Deal  and  shocked  by  widespread 
abuses  that  accompanied  the  great 
crash,  decided  that  ordinary  investors 
needed  more  protection  than  they  were 
getting.  The  Securities  &  Exchange 
Commission  was  created,  and  its  first 
chief  was  a  man  who  knew  what  was 
what  and  where  was  where  in  Wall 
Street:  Joseph  Patrick  Kennedy.  One 
of  the  SEC's  first  moves  was  to  insist 
that  corporate  insiders — officers,  direc- 
tors, major  stockholders — make  public 
any  transactions  they  made  in  their 
stock  of  their  own  company.  The  rea- 
soning was  simple  and  direct:  If  the  in- 
sider is  acting  on  information  that 
the  public  at  large  does  not  have,  at 
least  the  public  should  know  that  the 
insider  is  acting. 

Do  the  Insider  Reports  indeed  give  a 
meaningful  insight  into  what  the  in- 
siders know?  Perhaps  on  occasion,  but 
more  often  than  not  they  simply  re- 
flect transactions  made  by  officers, 
often  quite  small  ones,  for  purely  per- 
sonal reasons. 

None  of  Your  Business.  That  this 
is  so  became  clear  when  Forbes 
checked  a  number  of  corporate  in- 
siders whose  transactions  are  listed  in 
the  two  most  recent  issues  of  the 
Insiders  Report,  dated  December  1967 
and  January  1968.  Many  executives 
queried  were,  in  fact,  outraged  that  the 
press  should  poke  so  far  into  what 
they  regard  as  purely  personal  business. 

"I  certainly  would  mind  discussing 
it,"  snapped  Robert  W.  Minor,  New 
York  Central  vice  president,  who  re- 
ported that  in  November  he  sold  1,540 
shares  of  Central  stock,  reducing  his 
holdings  to  460.  Minor  promptly 
slammed  down  the  telephone. 

Less  huffy  was  one  large  copper 
company  executive  who  sold  200 
shares  of  his  company  in  November, 
but  did  not  want  his  name  nor  that  of 
his  company  used:  "It  was  a  personal 


thing."  he  explained.  "It  had  nothing 
to  do  with  my  opinion  of  the  stock." 

American  Metal  Climax  Vice  Presi- 
dent Ernest  T.  Rose  (who  sold  100 
shares)  was  frank:  "It's  very  simple.  I 
needed  the  money." 

"My  selling  800  shares  in  Novem- 
ber had  nothing  to  do  with  National 
Can  at  all,"  said  Stanley  M.  Hopkins, 
National  Can  vice  chairman.  "It  was 
an  entirely  personal  matter,  and  I 
can't  imagine  it  being  of  interest  to 
anybody." 

One  General  Mills  executive  refused 
to  be  as  explicit.  "I  have  no  comment," 
he  snapped.  "It  was  an  entirely  person- 
al matter." 

Another  General  Mills  officer  was 
not  quite  as  curt.  "Yeah,  I  can  tell  you 
why,"  he  said.  "It  was  strictly  my  own 
business.  Basically,  everything  I've  got 
in  the  world  is  tied  up  in  these  shares. 
I  am  diversifying.  It  didn't  make  sense 
to  have  everything  I  own  tied  up  in 
General  Mills." 

"Are  you  pulling  my  leg?"  asked 
Rcichhold  Vice  President  J.E.  D'An- 
gelo,  who  sold  1 ,000  shares.  "There 
are  many  reasons  why  people  sell 
stock.  Financial  needs  of  various  kinds. 
Perhaps  there's  a  price  rise,  and  a  man 
wants  to  make  some  money.  Perhaps 
he  anticipates  a  price  drop.  There  are 
many,  many  reasons.  In  my  case,  it 
was  personal." 

Insurance  &  Taxes.  As  D'Angelo 
suggests,  those  personal  reasons  can  be 
as  various  as  the  financial  situations  of 
the  individual  executives  involved. 
"Let  me  give  it  to  you  short  and 
sweet,"  said  Arthur  Barnes,  vice  pres- 
ident of  Polaroid,  who  sold  2,000 
of  his  12,730  shares.  "I'm  in  the 
$30,000-a-year  wage  and  salary  in- 
come bracket  and  have  been  taking  my 
stock  options  for  years.  I've  been  put- 
ting all  my  assets  in  one  happy— de- 
lightful— place,  Polaroid.  This  recent 
small  selling  represents  a  small  di- 
versification. It  is,  I'd  say,  a  slight  in- 
surance." 

A  publishing  official,  who  asked 
not  to  be  quoted  by  name,  sold  part 
of  his  holdings  for  the  same  reason: 
"Such  a  very  high  percentage  of  my 
total  net  worth  was  in  the  company 
stock  that  it's  only  prudent  to  spread 
the  risks  a  little."  AMP  Vice  President 
Herman  Haas,  who  sold  1,200  shares, 
felt  the  same  way:  "It's  not  that  I  have 
any  lack  of  confidence  in  the  company. 
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Inside  information  on  insiders'  trading  activities  appears 
in  this  form  in  the  Securites  &  Exchange  Commission's 
monthly  publication,  the  Official  Summary  ot  Security 
Transactions  and  Holdings.  Costing  $1.50  a  year  from  the 


U.S.  Government  Printing  Office  in  Washington,  the  re- 
port is  one  of  the  Government's  best-selling  publications, 
boasting  a  circulation  of  more  than  22,800.  Issues  now 
average  80   pages   vs.   around  30  only  a  few  years  ago. 


I  still  have  a  preponderance  of  my  as- 
sets [10,084  shares  remaining]  in  my 
own  company,  and  I  felt  I  should  have 
greater  diversification.  I  had  tax-free 
bonds  in  mind." 

Said  Financial  Vice  President  Rex- 
ford  E.  Bruno  of  United  Air  Lines, 
of  the  200  shares  he  sold  in  December, 
"It  was  just  a  dribble  to  what  I  own 
[he  retains  2,021  United  shares].  I 
really  sold  to  take  care  of  other  com- 
mitments coming  due." 

"You  know,  taxes  come  along,"  said 
an  Armco  executive,  "and  I  sold 
Armco  because  I'm  getting  more  stock 
through  the  thrift  plan."  If  he  had 
sold  another  stock,  the  official  pointed 
out,  he'd  have  had  to  try  to  buy  it 
back   again  to   balance   his   portfolio. 


"I  had  a  stock  option,"  said  Ameri- 
can Airlines  Vice  President  Wilfred  R. 
Plugge  (800  shares  sold),  "and  I  de- 
cided to  pick  it  up.  I'd  held  it  the  nor- 
mal [six  months]  time  and  had  an  op- 
portunity to  make  some  money,  so  I 
sold  it."  A  Raytheon  officer  sold  off 
some  of  his  stock  to  pay  off  the  loans 
he'd  incurred  to  exercise  his  stock 
options. 

Joseph  P.  Alduino,  recently  retired 
controller  at  The  New  York  Times 
Co.  (1,000  shares  sold),  had  yet 
another  reason.  "I'm  at  the  point  of 
retiring,"  he  said.  "In  fact,  I'm  re- 
tiring next  week,  and  I  built  a  house 
for  myself  on  Cape  Cod.  It's  quite 
an  expensive  house  in  an  expensive 
neighborhood,    so    I    frankly    needed 


the  money  to  get  going  in  my  retire- 
ment. Remember,  my  wife  and  I  still 
own  quite  a  bit  of  New  York  Times 
[5,035  shares],  so  I'm  certainly  not 
selling  out." 

Vice  President  Lamar  W.  McLeod 
of  Westinghouse  Electric's  St.  Louis 
office  had  sold  1,250  shares  for  the 
same  reason.  "In  my  particular  case, 
I  sold  shares  to  help  pay  for  my  re- 
tirement house,"  he  said.  "It's  on  the 
Mississippi  Gulf  Coast — a  town  called 
Pass  Christian.  I'm  retiring  soon,  after 
43  years  with  Westinghouse,  and  this 
was  part  of  my  long-term  retirement 
plans." 

What  does  all  of  this  prove?  Just 
that  executives  are  people,  just  like 
everyone  else.   ■ 


FULL  OF  HOLES- 


~\ 


The  Securities  &  Exchange  Com- 
mission is  specific  enough  about 
just  whom  it  considers  insiders  to 
be  for  the  purposes  of  its  monthly 
Official  Summary:  beneficial  own- 
ers of  10%  or  more  of  a  com- 
pany's stock,  officers  and  directors, 
their  wives  and  families.  It  is  also 
specific  enough  about  its  reporting 
requirements.  Insiders  must  report 
their  initial  position  in  a  stock 
within  ten  days  of  purchase  or  of 
becoming  officers,  and  thereafter 
report  any  changes  within  ten  days 
after  the  end  of  the  month  in  which 
the  transactions  took  place. 

The  question  is:  Just  how  ef- 
fective are  the  Insiders  Reports  in 
performing  the  watchdog  role  they 
were  designed  for? 

The  answer  is — not  very. 

For  one  thing,  the  SEC  is  not 
very    strict    in    enforcing    its    own 


reporting  regulations.  A  small  num- 
ber of  insiders,  of  course,  forget  to 
report  on  schedule,  and,  even  when 
the  report  is  made  on  time,  the 
SEC  may  not — for  its  own  reasons 
— choose  to  publish  the  fact  right 
away.  The  result  is  that  a  small 
portion  of  the  transactions  listed  in 
every  bulletin  may  date  back  many 
months. 

For  another,  there  is  plenty  of 
reason  to  believe  that  some  of  the 
most  critical  transactions  in  a  com- 
pany's stock  may  never  turn  up  in 
the  Insiders  Reports  at  all.  In  these 
days  of  tender  offers,  acquisitions 
and  corporate  raiders,  the  most  sig- 
nificant transactions  may  well  be 
made  by  owners  of  substantially  less 
than  10%  of  a  company's  stock.  In 
its  bid  for  Westinghouse  Air  Brake 
for  instance.  Crane  Co.  both 
avoided   publicity   and   obeyed   the 


letter  of  the  law  by  quietly  accumu- 
lating just  under  10%  of  Wabco's 
common. 

Such  perfectly  legitimate  tactics 
aside,  there  is  no  assurance  that  the 
transactions  listed  are  accurate — 
Louis  Wolfson,  among  his  other 
sins  in  recent  years,  was  charged 
with  filing  false  statements  with  the 
Commission. 

Nor  is  there  any  assurance  that 
transactions  made  on  foreign  ex- 
changes from  Switzerland  to  Hong 
Kong  ever  find  their  way  into 
the  Insiders  Reports.  The  Reports 
gave  no  hint  that  the  purchase  of 
Texas  Gulf  Sulphur  stock  by  cer- 
tain minor  officials  presaged  the 
biggest  mining  strike  in  recent  his- 
tory. 

Are  the  Insiders  regulations 
worthless?  No,  but  there  are  holes 
you  could  drive  a   truck  through. 
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HIGHLIGHTS  OF  AN  ANNUAL  REPORT  THAT  DIDN'T 
HAVE  TO  BE  REVEALED  TO  THE  GENERAL  PUBLIC 


Goodbody  &  Co.  is  a  partnership.  As 
a  member  firm  of  the  New  York  Stock 
Exchange,  we  are  required  to  make  a 
statement  of  condition  available  to  our 
customers,  but  we  are  not  required  to 
publish  our  income  and  profits.  And 
most  brokerage  firms  don't. 

But  we  think  we  have' a  moral  ob- 
ligation to  let  our  customers  and  the 
general  public  know  what  our  income 
and  profits  have  been.  The  securities 
business  operates  on  the  basis  of  mu- 
tual trust  and  confidence  between  cus- 
tomer and  broker.  We  have  the  right 
to  turn  away  a  customer  if  we  doubt 
his  financial  integrity.  In  turn,  we  think 
the  general  public  has  a  right  to  know 
something  about  our  financial  status. 

Our  1967  annual  report  shows  as- 
sets of  $415  million,  an  increase  of 
$160  million  from  1966.  Our  capital 
amounted  to  $35  million,  up  from  $26 
million  a  year  earlier. 

In  1967  our  income  from  operations 
was  $89.9  million,  an  increase  of  34 
per  cent  over  the  previous  record  of 
$67  million  set  m  1966.  Net  income 
was  $5  million  after  estimated  taxes 
compared  with  $2.8  million  in  1966. 
The  1967  net  was  5.6  per  cent  of  in- 
come from  operations,  compared  with 
4.2  per  cent  in  1966. 

These  figures  clearly  underscore  the 
position  of  Goodbody  as  a  major  in- 
vestment organization,  one  that  is 
large  enough  to  offer  every  investment 
service.  Our  revenue  last  year  came 
from  95  offices  in  every  part  of  the 
country.  A  year  earlier  we  had  84  of- 
fices. We  hope  to  keep  on  growing, 
provided  we  can  be  sure  that  the 
growth  is  solid  and  well-founded. 

These  figures  tell  you  a  good  deal 
about  our  internal  finances.  That's 
perfectly  all  right.  When  we  ask  you  to 
trust  Goodbody — as  custodian  of  your 
securities,  for  instance,  you'll  know 
what  kind  of  a  firm  you're  dealing  with. 
That's  why  we  publish  an  annual  re- 
port. If  you'd  like  a  copy,  just  ask  for 
one  at  our  nearest  office. 

SUCCESSFUL 
INVESTORS  KNOW 
GOODBODY 


HIGHLIGHTS 

1967 

1966 

Income  from  operations 

$  89,941,000 

$  67,233,000 

Net  income  after 

estimated  taxes  . 

5.006,000 

2,819,000 

Total  assets 

415,638,000 

255,901,000 

Capital  funds 

35,000,000 

26,000,000 

THE 

GOODBODY 

ANNUAL 

REPORT 

FOR 

1967 


GOODBODY  &  CO. 


HOME  OFFICE:  55  BROAD  STREET.  NEW  YORK 

ESTABLISHED  1891  •  MEMBERS  OF  LEADING  STOCK  AND  COMMODITY  EXCHANGES  •  OVER  90  OFFICES  THROUGHOUT  THE  NATION 
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Industry's  Sweet  Tooth 


Why  have  so  many  leading  corporations  suddenly  developed  a  yen  for 
candy — not  for  eating  it,  but  for  buying  companies  that  make  it? 


True  or  false? 

•  The  U.S.  is  so  calorie-conscious 
that  no  prudent  young  man  would 
think  of  bringing  his  girl  friend  a  box 
of  candy,  sighing,  as  grandfather  did, 
"Sweets  for  the  sweet."  She'd  slug  him. 

•  The  U.S.  is  so  cavity-conscious 
that  no  respectable  mother  would  let 
her  children  gorge  on  candy.  At  least 
she'd  give  them  a  stern  lecture. 

•  The  U.S.  is  so  complexion-con- 
scious that  no  teenager  would  ever 
have  candy  bars  for  lunch.  What?  And 
risk  pimples? 

It's  quite  unnecessary  to  make  a  na- 
tionwide survey  to  get  the  answers.  All 
the  above  statements  are  false.  Despite 
years  of  propaganda  by  dentists,  doc- 
tors, dieticians  and  other  assorted 
spoilsports,  never,  since  the  first  Colo- 
nial mother  cooked  up  the  first  batch 
of  molasses  candy,  have  Americans 
consumed  so  many  sweets  as  today. 
Per-capita  consumption  will  be  about 
22  pounds  this  year  vs.  16  pounds  a 
decade  ago.  Overtly — or  covertly — the 
average  American  will  eat  five  or  six 
more  candy  bars  than  he  did  in  1967 
— a  tasty  7%  more  vs.  the  food  in- 
dustry's expected  growth  of  3% . 

There  are  several  reasons  for  this, 
good  and  not  so  good,  and  of  that, 
more  later.  What  interests  U.S.  corpo- 
rations looking  for  acquisitions  is  not 
so  much  the  reasons  as  the  fact  that 
candy  is  a  growth  industry.  That  is 
why,  for  the  past  two  years,  candy 
companies  have  been  grabbed  up  at 
the  rate  of  one  a  month. 

It  is  true  that  the  first  big  deal  of 
1968,  in  which  New  York's  Bristol- 
Myers  planned  to  acquire  Kansas 
City's  Russell  Stover  Candies,  sudden- 
ly fell  apart  (see  box,  p.  46).  But  in 
1967  Ward  Foods  added  Sch  utter 
Candy  Co.  to  its  bakery  business,  and 
Helme  Products,  originally  a  snuff  pro- 
ducer, bought  the  famous  candy 
maker,  W.F.  Schrafft  &  Sons  Corp. 
After  trying — and  failing — to  buy 
Fanny  Farmer  Candy  Shops,  W.R. 
Grace  &  Co.  acquired  Leaf  Brands 
(whose  gumballs  are  sold  in  penny 
vending  machines). 

In  1966  the  big  companies  were 
even  more  active:  American  Home 
Products  bought  E.J.  Brach  &  Sons; 
General  Mills  picked  up  Tom  Huston 
Peanut  Co.;  Beatrice  Foods  lassoed 
Jolly  Rancher,  Switzer  Licorice  Co. 
and  a  Peruvian  candy  manufacturer; 
Warner-Lambert  added  Williamson 
Candy  to  its  stable  of  confectioners. 

The  cigarette  makers  have   moved 


into  candy  almost  en  inasse.  American 
Tobacco  Co.,  which  used  to  advertise 
"Reach  for  a  Lucky  Instead  of  a 
Sweet,"  now  makes  and  sells  sweets 
through  its  Sunshine  Biscuit  division, 
acquired  in  1966.  P.  Lorillard  bought 
two  candy  companies  in  1966,  and 
Philip  Morris  started  test-marketing 
several  candy  products  last  year 
through  agreements  with  Britain's 
Rowntree  and  Switzerland's  Suchard. 
Only  R.J.  Reynolds  and  Liggett  & 
Myers  among  the  major  cigarette 
manufacturers  have  not  gone  into 
candy — yet. 

The  appetite  of  the  cigarette  makers 
for  candy  can  easily  be  understood: 
Candy's  annual  growth  rate  is  7%, 
tobacco's  only  2%.  The  fragmentation 
of  the  candy  industry  is  also  attractive 
for  big  corporations.  Fanny  Farmer  is 
a  major  company  with  355  retail 
stores,  and  it  recently  acquired  con- 
trol of  a  smaller  Canadian  firm.  Yet 
its  sales  last  fiscal  year  were  only  $25 
million  (earnings:  $1  million).  An- 
other major  company  is  Tootsie  Roll 
Industries  of  Hoboken,  N.J.,  which  is 
even  considering  buying  smaller  com- 
panies. Sales  last  year  were  about  $31 
million;  earnings,  $2.3  million. 

The  largest  candy  maker  in  the  U.S. 
is  Hershey  Food  Corp.,  with  sales  of 


$247  million  and  profits  of  $21  mil- 
lion. Hershey  is  such  a  giant  that  it 
hesitates  to  acquire  other  candy  com- 
panies for  fear  of  the  Justice  Depart- 
ment's Antitrust  Division.  Hershey  has 
turned  to  acquisitions  in  the  food  and 
food-equipment  industries  in  order  to 
keep  growing.  Beech-Nut  Life  Savers 
(now  Squibb  Beech-Nut  since  its 
merger  with  E.R.  Squibb  &  Sons)  also 
has  diversified  away  from  its  original 
.  chewing  gum  and  candy  business,  but 
'in  1966  it  did  pick  up  Wilbur  Choco- 
late Co.  for  $7  million  cash.  Under 
the  circumstances,  the  candy  business 
seems  like  a  natural  for  a  company 
with  marketing  skills  and  cash. 

One  of  the  reasons  candy  has  be- 
come so  dandy  is  simply  that  kids  to- 
day have  more  money.  However  many 
lectures  a  mother  gives  her  children 
on  the  perils  of  eating  too  much 
candy,  if  she  also  gives  them  money, 
they'll  buy  it.  What  is  more,  the  pro- 
portion of  youngsters  in  the  population 
is  constantly  increasing  by  3.5%  com- 
pared with  the  annual  rate  of  1.2% 
for  the  whole  population. 

Adults  who  used  to  reach  for  a 
cigarette  are  now  reaching  for  a  sweet. 
"If  people  who  are  psychologically 
stuck  in  the  oral  stage  don't  smoke, 
they  eat  candy,"  says  Fanny  Farmer 
President  G.E.  Brooking  Jr.,  meaning 
that  some  people  simply  must  keep 
putting  things  in  their  mouths. 

The  candy  market  last  year  was 
about  $2  billion  wholesale,  $3  billion 
retail.  Companies  that  recently  have 
bought  into  the  business  believe  it  still 


CANDY  COMPANIES:  A  STATISTICAL 

PROFILE 

Company 
Barton's 
Fanny  Farmer 
Hershey 

Sales* 

$  13.4 

29.4 

246.7 

Gain 
Over 
1963 

24.7% 

30.1 

21.5 

Earnings 

Per 
Share* 

$0.69 
2.64 
1.75 

Gain 
Over 
1963 

472.7% 

52.9 

3.8 

Recent 
Price 

171/2 

39 

2678 

1967-6S 
Price 
Range 

203/4—  4V8 

453/4—29 

325/8-24V2 

Indicated 
Dividend 

stock 

$1.60 

1.30 

Loft 

Peter  Paul 
Russell  Stover 

18.3 
60.2 
40.7 

3.0 
62.6 
64.8 

0.16d 

2.01 

1.54 

d 

24.8 

156.7 

2% 
33 
41 

3%—  2 
43    —34 
53V2— 41 

none 
1.20t 
0.70t 

Tootsie  Roll 

31.1 

23.9 

1.37 

77.9 

24  V4 

3IV2— 13V2 

0.40t 

♦Latest  available  12  months. 

tPlus  stock,    d-deficit. 

Squibb  Beech-Nut  seeks  a  virile  image  for  its  venerable  Life  Savers 
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Well  tell  you  ail  about  i 


We  began  to  break  with  the  past  in  1958. 

Brought  in  a  brilliant  young  nnanagement  teann. 
the  stress  on  enterprising  investments.  Modernized  our  facilities. 

Since  then,  we've  added  20  branch  offices, 

employees  and  thousands  of  new  customers, 
in  touch  with  the  men  at  McDonnell  &.  Co. 

This  kind  of  growth  could  be  catching. 


M'^Donnelkco 

ESTASllSHeo  l^Cj  ^^  INCORPORATEO 


9rs  New  York  Stock  Exchange  and  other  principal  exchanges  •  120  Broadway,  New  York 

|Ork  •  Alexandria  •  Asbury  Park  •  Beverly  Hills  •  Boston  •  Chicago  •  Denver  •  Detroit  •  Los  Angeles  ■  Newark  •  Oakland  ■  San  Francisco  ■  San  Jose 

[River  •  Washington,  D.C.  •  Honolulu  •  Paris  •  F.  P.  Ristine  Division  Offices:  Doytestown  •  Elizabeth  •  Philadelphia  •  Red  Bank  ■  Ridgewood  •  Westfield 


Candy  makers  who  do  use  TV  aim  for  the  big  spenders — kids. 


has  a  good  deal  of  growth  left  in  it. 
They  point  out  that  the  candy  manu- 
facturers have  innumerable  outlets, 
yet  the  industry's  merchandising 
methods  still  are  in  a  primitive  state. 

Says  Peter  H.  Engel,  a  marketing  di- 
rector for  Philip  Morris,  "It  has 
hardly  been  touched  by  advertising. 
There's  no  new-product  development, 
and  market  techniques  such  as  mail 
samples  are  not  used.  There's  no  tell- 
ing what  the  industry  could  do  with 
advertising  and  marketing  techniques 
used  for  branded  goods  like  cigarettes 
and  soaps."  To  prove  his  point,  Engel 
says  that  Philip  Morris  has  increased 
the  sales  of  Clark  Chewing  Gum  from 
$2  million  to  $10  million,  since  acquir- 
ing it  about  five  years  ago. 

Philip  Morris  started  diversifying 
into  the  confection  business  because  of 
its  high  turnover  of  inventory,  because 


its  distribution  is  similar  to  that  of  cig- 
arettes and  because  candy  and  gum 
sales  can  be  made  to  rely  on  advertis- 
ing. The  ad  agency  of  Wells,  Rich. 
Greene,  which  made  Philip  Morris' 
Benson  &  Hedges  the  country's  hot- 
test 100-mm  cigarette,  will  push  the 
Rowntree  and  Suchard  candies. 

Big  Plans.  Selling  gum  and  im- 
ported candy  is  just  part  of  Philip 
Morris'  plans.  "We  aim  to  be  very 
large  indeed — $50  million  to  $100  mil- 
lion in  sales  would  make  us  one  of 
the  biggest  candy  companies  in  the 
U.S.,"  says  Engel.  "We're  interested 
in  acquisitions  as  part  of  the  plan  to 
build  our  confection  business.  We've 
looked  at  major  and  minor  com- 
panies all  over  the  world,  including 
Russell  Stover,  and  we  plan  to  develop 
our  own  confectionary  products." 

P.    Lorillard's    plans    are    not    that 


grand.  It  thinks  it  is  in  a  good  position 
now  with  its  candy  bars  from  Golden 
Nugget  Sweets,  Ltd.  and  Reed  Candy 
Co.;  the  industry's  bar  sales  were 
about  $500  million  wholesale  in  1967, 
or  about  a  fourth  of  the  total  candy 
sales.  Lorillard  is  not  shopping  around 
for  a  candy  company  now,  "but,"  says 
a  company  official,  "we  would  not  be 
averse  to  buying  another  one." 

There  still  is  quite  an  assortment  of 
companies  for  the  candy-conscious 
'executive  to  choose  from.  At  last 
count  there  were  1,200  candy  com- 
panies in  the  U.S.  They  are  mainly 
small,  privately  owned  ones,  many 
of  which  may  be  ready  to  hang  up 
the  "For  Sale"  sign. 

Why  should  a  family  want  to  sell  if 
there  is  so  much  potential?  Explains 
Don  Gussow,  editor-in-chief  of  Candy 
Industry  and  Confection  Journal: 
"Many  of  the  family  companies  are 
rather  sleepy,  and  the  current  interest 
in  candy  will  give  them  their  best  op- 
portunity to  sell."  He  also  cites  three 
definite  reasons:  1)  estate  taxes,  2) 
capital  gains,  3)  chance  for  young 
executives  to  move  into  management 
of  the  bigger  acquiring  company. 

They'll  have  some  good  chances  to 
sell  as  long  as  American  industry  is 
indulging  its  sweet  tooth.  Says 
President  Harris  J.  Ashton  of  New 
York's  General  Host,  which  bought  its 
first  candy  company  in  1956:  "We 
have  no  plans  for  buying  another 
candy  company,  but  if  one  were  shown 
to  me,  I  certainly  would  look  at  it."  ■ 


THE  BITTERSWEET  STORY  OF  MR.  AND  MRS  STOVER 


On  p.aper  at  least.  Kansas  City 
businessman  Louis  Ward  ended 
Feb.  15  something  like  $14  million 
poorer  than  he  started  the  day.  On 
news  that  his  Russell  Stover  Can- 
dies and  big  Bristol-Myers  had 
called  off  their  planned  merger, 
Russell  Stover  stock  plunged  from 
50'/2  to  41  in  a  few  hours  on  the 
over-the-counter   market. 

Chairman  and  President  Ward 
owns  43%  of  Stover's  3.4  million 
shares,  and  the  merger  called  for 
Stover  stockholders  to  get  2.75  mil- 
lion shares  of  Bristol-Myers,  worth 
$200  million — with  Ward's  cut 
coming  to  around  $86  million.  Al- 
though the  merger  is  off.  Ward — 
with  candy  companies  in  a  bull 
market — is  the  possessor  of  some 
very  salable  merchandise. 

What  Bristol-Myers  would  have 
received  was  the  U.S.'  fifth-largest 
candy  company  (1967  sales  $39 
million,    net    income    S5    million). 


Forty  times  earnings  for  a  candy 
company?  Not  bad.  Positively  sen- 
sational, in  fact,  if  you  believe  the 
legend  that  it  all  started  with  Clara 
Stover  stirring  up  batches  of  Mrs. 
Stover's  Bungalow  Candies  on  a  hot 
kitchen  stove  in  Denver  about  45 
years  ago. 

Not  quite  true.  For  one  thing, 
Russell,  not  Clara,  Stover  was  do- 
ing most  of  the  standing  over  a  hot 
stove  in  those  days.  Back  in  1922, 
Russell  Stover  and  a  friend  in- 
vented, made  and  peddled  a  choco- 
late-coated ice  cream  bar  that  be- 
came famous  as  Eskimo  Pie.  He 
and  his  friend  got  rich  and  in  debt 
at  the  same  time.  They  soon  parted 
company,  but  Russell  Stover 
couldn't  get  over  his  own  fondness 
for  chocolate:  he  moved  from 
Omaha  to  Denver  to  start  a  new 
sweets  business. 

Stover  sold  out  in  1943  to  his  26 
employees.  They,  in  turn,  sold  out 


in  1960  to  Louis  Ward,  whose  paper 
company  made  the  boxes  for  the 
candies.  Ward  raised  $7.5  million  to 
buy  the  company,  saved  47.5%  of 
the  stock  for  his  firm,  and  put  Stov- 
er's on  a  more  profitable  basis. 

"Ward  has  done  a  spectacularly 
good  job  with  Russell  Stover,"  says 
President  G.E.  Brooking  Jr.  of 
Fanny  Farmer.  "The  profit  margin 
was  10%  to  13%  last  year  after 
ta.\es,  a  good  return  on  invested 
capital."  Brooking  tried  to  merge 
with  Russell  Stover  back  in  1964, 
but  the  Justice  Department  blocked 
the  attempt.  Other  companies 
wanted  to  buy  Russell  Stover,  but 
they  found  Ward's  price  too  high. 

The  Stovers?  Mr.  Stover  died  in 
1954.  Mrs.  Stover,  now  in  her 
eighties,  still  lives  in  a  big  house  in 
Kansas  City  and  aids  charities  in 
fund-raising.  She  stayed  with  the 
candy  company  until  1961  in  a 
good-will  position. 
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HI 


POSITION   PAPER   FROM   NATIONAL  CAN  CORPORATION! 


When  Will  We  Have  Enough  Cans? 


Never,  we're  sure.  And  there  is  solid  evidence:  New 
types,  new  styles  and  new  designs  have  all  played 
a  role  in  the  vast  increased  usage  of  cans  in  the 
past  decade.  Each  year  we  use  more  than  57  billion 
cans.  That's  about  800  a  year  for  every  U.S.  family. 
But,  we  are  not  satisfied  with  growth  attributed  only 
to  population  growth.  That's  why  our  management 


team  includes  a  special  new-products  unit  composed 
of  executives  experienced  in  engineering,  research, 
marketing  and  finance.  It's  their  job  to  find  and 
evaluate  new  ideas,  new  ways  to  sell  cans,  new  ways 
to  package  products.  Their  philosophy  is  that  we'll 
never  have  enough  cans  as  long  as  we  can  find  fresh 
and  exciting  ways  to  use  them. 


nsu  National  Can  Corporation 

Midway  Center/5959  South  Cicero  Avenue,  Chicago,  Illinois  60638 


THIS   NBW   CIGAR 
ON   THE   HOUSE 


Now  —  a  new  way  of  life  for 
cigar  smokers!  Here's  a  completely 
new,  modern  cigar,  a  long,  full  5y2 
inch  Corona  that's  so  mild  even  ci- 
garette smokers  will  enjoy  it.  And 
man,  does  it  taste  good!  That's  be- 
cause it's  a  special  blend  with  a 
special  new  kind  of  mild  Candela 
wrapper  that's  completely  dif- 
ferent in  character,  light  smooth 
and    modern    in    taste. 

This  new  Wally  Frank  Candela 
Corona  promises  to  completely 
revolutionize  the  cigar  business. 
We  plan  to  bring  out  these  extra 
long  Coronas  to  compete  with 
expensive  luxury  cigars.  But  be- 
fore spending  big  money  in  od- 
vertising,  we  want  your  opinion 
as  a  cross  check  on  our  own  tre- 
mendous enthusiasm.  We'll  rush 
you  25  Humidor-Fresh  Cigars  plus 
a  FREE  cigar  holder.  Send  us  noth- 
ing for  the  cigars,  we've  written 
them  off  for  the  test  .  .  .  Just 
send  $1.00  to  help  cover  postage, 
expense  and  cigar  tax  on  this 
non-profit  transaction.  When  they 
arrive,  test  smoke  as  many  as  you 
like,  on  the  house,  ond  tell  us 
what  you  think  of  them.  Then  if 
you're  not  delighted,  return  the 
balance  for  $1.00  bock  in  full. 
(Sorry  only  25  cigars  to  a  cus- 
tomer).   (In    U.    S.    A.    only). 


WALLY  FRANK   Ltd. 

132   CHURCH    STREET 
NEW   YORK,    N.   Y.    10007 

DEPT.  CC122 

I  enclose  $1.00,  send  me  25 
cigars  plus  the  FREE  cigar  holder 
described  above,  on  your  Money 
Back  Guarantee.  Please  print 
name,   address,    and    zip    below. 

I 
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UNITED  GAS 


1 


CORPORATION 


SHREVEPORT,  LOUISIANA 

Dividend  Notice 

The  Board  of  Directors 
has  this  date  declared  a 
dividend  of  forty-two  and 
one-half  cents  (423^^)  per 
share  on  the  Common 
Stock  of  the  Corporation 
payable  April  1,  1968,  to 
stockholders  of  record  at 
the  close  of  business  on 
March  8,  1968. 

R.  B.  Berryman 
February  12,  1968.  Secrelary 

UNITED 


SERVING       THE 


Here  Comes  IBM 

What  did  AT&T,  Ford,  GE,  Texaco  and  U.S.  Steel 
have  in  common  last  year?  IBM  passed  them  all  in 
either  stock-market  value,  profits,  sales  or  assets. 


In  spite  of  all  its  publicity,  Inter- 
national Business  Machines  ranks 
as  one  of  the  most  underestimated  of 
all  giant  companies.  Long  before  1984, 
the  company  known  to  its  employ- 
ees and  competitors  alike  as  "Big 
Brother"  should  rank  as  the  world's 
most  important  corporation. 

Last  year  has  to  go  down  as  IBM's 
year.  IBM  now  ranks  eighth  among 
nonfinancial  and  nonmerchandising 
U.S.  companies  in  revenues  with  $5.3 
billion,  as  it  added  a  staggering  $1.1 
billion  in  revenues  to  its  1966  total. 
That  put  IBM  above  U.S.  Steel,  whose 
revenues  dipped  7%  to  $4  billion  in 
1967,  and  also  above  Texaco,  despite 
the  latter's  sales  gain  of  $700  million. 

In  1968  IBM  should  pass  seventh- 
ranked  Mobil  Oil  and  sixth-ranked 
Chrysler;  by  the  fourth  quarter  of 
1967  IBM's  revenues  were  already 
running  at  an  annual  rate  of  $6.4  bil- 
lion. In  fact,  it  should  do  even  better 
than  that  in  1968,  since  its  revenues 
have  increased  for  13  straight  quar- 
ters. By  1975,  if  anything  in  this  un- 
certain world  can  be  projected  so  far, 
IBM's  revenues  should  top  $20  billion. 

IBM  also  gained  $1  billion  in  as- 
sets last  year,  passing  GE  to  rank 
eighth    among   U.S.    corporations.    In 


profits,  IBM's  24%  increase  lifted  it 
into  fifth  place  ahead  of  strike-trou- 
bled Ford,  whose  profits  dropped  pre- 
.  cipitately.  In  market  value  of 
its  stock,  at  $32  billion,  IBM  went  to 
the  head  of  the  list  for  the  first  time 
in  1967,  when  it  passed  AT&T.  In 
cash  flow,  only  GM,  Standard  Oil 
(N.J.)   and  AT&T  are  above  it. 

These  unbelievable  gains  reflect 
only  one  thing.  IBM's  decision  to  push 
at  top  speed  into  electronic  data  pro- 
cessing bids  fair  to  be  the  most  im- 
portant strategic  decision  made  by  an 
American  manufacturer  in  this  cen- 
tury. And  the  current  personification 
of  that  decision,  the  360  computer 
series,  should  enable  IBM  to  defend 
its  market  share  in  data  processing 
and  keep  its  dominance  in  the  field 
for  the  rest  of  this  century. 

Last  month  Chairman  Thomas  Wat- 
son Jr.  highlighted  just  how  far  IBM 
has  come.  His  company  announced  its 
first  computer  in  1952,  when  its  rev- 
enues were  about  $412  million.  "At 
that  time  there  was  substantial  opin- 
ion that  no  more  than  50  companies 
would  ever  use  computers,"  Watson 
said.  Now,  of  course,  there  are  50,000 
in  use — 35,000  of  them  made  by 
International  Business  Machines.  ■ 
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lenyoiir 

investment    

committee  says 
"We  need  more 
information" 


You  need  White,  Weld's 
personalized  research 


White,  Weld's  personalized  research  is  research  that  gets 
beyond  the  printed  page. 

For  instance,  no  matter  how  thoroughly  an  institutional  research 
report  probes,  you're  bound  to  have  some  questions.  Perhaps 
you  disagree  with  some  of  the  conclusions  our  analysts  have 
reached.  Or  maybe  you'd  like  to  know  why  we  feel  our 
projections  in  certain  areas  are  valid. 

Your  White,  Weld  representative  will  arrange  for  you 
to  talk  directly  with  members  of  our  analytical  team. 
Either  on  the  phone  or  in  a  face-to-face  meeting. 
That's  what  we  call  personalized  research. 

•  It's  research  that  lets  you  hash  things  out  with 
the  people  involved.  It's  research  that  opens  up  the  lines 
of  communication,  cuts  red  tape.  In  short,  it's 
research  that  gets  you  the  definitive  answers  you 
want— quickly  and  easily. 

White,  Weld  research  is  timely,  too.  Which 
means  we  try  not  to  waste  our  fire  power  on  dormant 
situations.  We  concentrate  on  the  industries  and 
companies  that  appear  to  us  to  be  most  dynamic 
long  term. 

This  is  how  White,  Weld  approaches  institutional 
research.  Of  course,  there's  a  better  way  to  find  out 
more.  Have  a  talk  with  us  personally,  today. 


White,Weld&Co. 

ESTABLISHED  1895 
Members  New  York  Stock  Exchange 

White,  Weld  &  Co.  Incorporated 

20  BROAD  STREET,  NEW  YORK,  N.  Y.  10005 

NEW  YORK  BOSTON  CHICAGO  PHILADELPHIA  LOS  ANGELES 
SAN  FRANCISCO  NEW  HAVEN  MINNEAPOLIS  HARTFORD 
HAGERSTOWN/ZURICH   LONDON   PARIS   CARACAS   HONG  KONG 


As  I  See  It 


"Why  can't  an  $800-bilUon  economy 
afford  a  $30-biUion  war?" 


An  Interview  with  Former  Senator  Paul  Douglas 


Two  issues  ago  in  this  feature,  former  Federal  Reserve  Board  Chair- 
man Marriner  Eccles  said  the  U.S.  economy  was  in  serious  trouble. 
Not,  he  said,  for  the  standard  economic  reasons,  however,  but  because 
of  the  drain  of  the  Vietnam  war.  In  this  issue,  another  distinguished 
Democrat  and  a  professional  economist,  former  Senator  Paul  Douglas, 
takes  sharp  issue  with  this  thesis.  He  blames  our  economic  problems 
not  on  the  war  per  se,  but  on  a  refusal  to  cut  what  he  regards  as  non- 
essential government  spending. 

Defeated  a  year  ago  November  as  senator  from  Illinois  by  Republican 
newcomer  Charles  Percy,  Douglas  remains  a  respected  figure  in  gov- 
ernment and  private  circles.  He  is  a  Washington  consultant  and  is 
teaching  a  course  on  New  York  housing  at  New  York's  New  School  for 
Social  Research.  Since  his  defeat,  his  Truth-in-Lending  Bill  has  passed 
the  House  and  Senate  and  is  now  in  a  conference  committee.  While  gen- 
erally regarded  as  a  "liberal,"  Douglas,  a  World  War  II  lieutenant 
colonel  in  the  Marines  and  university  professor,  is  far  from  doctrinaire. 
He  frequently  fought  for  fiscal  conservatism  and  balanced  budgets. 


We  understand  that  you  don't  think 
the  Vietnam  war  is  the  root  cause  of 
our  economic  problems? 

Douglas:  That's  right.  If  we  can't 
help  those  people  in  Vietnam,  in  Asia, 
it  shouldn't  be  because  we  can't  afford 
it.  How  can  anyone  say  that  a  nation 
with  an  income  of  more  than  $800 
billion  can't  afford  a  $30-billion  war? 

We  hope  that  this  war  will  help  to 
check  the  spread  of  Asian  communism. 
If  it  does,  then  China  may  change  its 
policies  as  Russia  may  be  changing 
hers.  So  I  favor  the  war,  although  I 
know  the  cost  is  high.  The  U.S.  is  not 
strong  enough  itself  to  hold  up  Asia. 
But  we  can  help  if  they  are  willing 
to  resist. 

The  consequences  of  default  are 
great.  Does  anyone  think  the  Com- 
munists will  stop  at  South  Vietnam? 
Laos  and  Cambodia  would  fall  imme- 
diately, then  perhaps  Burma,  Malaysia 
and  Indonesia.  Then  India  would  be 
hemmed  in  by  China  on  the  north  and 
a  Communist  Southeast  Asia  on  the 
east.  Madame  Pandit  [the  late  Jawa- 
harlal  Nehru's  sister  and  a  prominent 
Indian  politician],  who  is  a  neutralist 
and  on  the  whole  doesn't  like  the  U.S., 
told  me  that  India  couldn't  stay  neu- 
tral for  a  year  if  this  happened.  If  750 
million  Chinese,  500  million  Indians, 
and  300  million  Malay  people  were 
all  Communist,  there  would  be  a  tre- 
mendous shift  of  power  in  the  world. 

Is  it  worth  wrecking  our  economy 


for  this?  How  can  we  save  the  world 
if  we  wreck  our  economy? 

Douglas:  Well,  we  can  quite  easily 
adjust  ourselves  and  our  economy  to 
this  fight. 

By  raising  taxes? 

Douglas:  Only  as  a  last  resort.  There 
are  other  things  we  can  do.  The  prob- 
lem is  that  we  have  a  $20-biliion-plus 
deficit,  which  is  causing  inflation.  How 
do  we  reduce  that  deficit?  One  way  is 
to  cut  government  spending.  Congress 
says,  oh  yes,  you  mean  welfare  and 
education.  But  one  weakness  of  our 
society  is  that  one-sixth  of  the  people 
are  poor,  and  another  8%  are  on  the 
fringes.  It's  our  great  mternal  prob- 
lem. I  wouldn't  cut  on  welfare  and 
education. 

But  do  we  need  to  spend  $5  billion 
to  $6  billion  on  highways?  Do  we  have 
to  spend  $5  billion  annually  to  put 
a  man  on  the  moon  and  then  go  on 
to  other  planets?  Do  we  need  a  super- 
sonic transport  to  help  the  Jet  Set  get 
to  Paris  and  London  a  few  hours 
faster?  Why  do  we  have  to  subsidize 
our  merchant  marine? 

The  readers  of  Forbes  are  not  go- 
ing to  like  this,  but  why  shouldn't 
people  who  use  private  and  corporate 
airplanes  pay  their  fair  share  for  main- 
taining airports? 

Look  at  agriculture.  Brewster  [Sena- 
tor Daniel  B.  Brewster,  D.,  Md.]  tried 
to  pass  an  amendment  that  would  halt 


subsidies  for  individual  farmers  with 
an  income  of  over  $50,000.  Some  big. 
cotton  farmers,  you  know,  have  in- 
comes of  over  $1  million  a  year.  I 
voted  for  the  Brewster  amendment, 
but  it  was  defeated.  If  it  were  up  to 
me,  I'd  stop  subsidies  for  incomes  over 
$10,000.  i- 

We  don't  hear  much  talk  in  Con- 
gress about  cutting  these  items. 

Douglas:  This  is  a  rough  world.  The 
specific  groups  getting  these  subsidies 
are  very  strong.  We're  up  against 
the  roadbuilders,  the  cement  manu- 
facturers, the  bulldozer  companies, 
the  airplane  companies,  the  space 
companies,   shipping   and   agriculture. 

What  else  would  you  do? 

Douglas:  You  would  also  need  to 
close  the  tax  loopholes,  or  truck  holes. 
We  now  permit  favored  groups  to 
avoid  payment  of  taxes  which  others 
with  equal  incomes  pay.  Whether  the 
tax  is  progressive,  regressive  or  what, 
people  with  equal  incomes  should  pay 
equal  taxes.  If  we  had  more  horizon- 
tal justice,  if  people  were  treated  the 
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same  way.  we  could  reduce  the  deficit 
to  S6  billion  or  S8  billion,  only  1% 
of  the  gross  national  product.  We  do 
need  some  sacrifices  to  pay  for  the 
war.  but  not  from  the  poor. 

From  whom  then? 

DoLGLAS:  As  I  said,  from  those  who 
are  getting  government  subsidies  and 
from  those  who  get  favored  tax  treat- 
ment. The  two  worst  tax  abuses  are 
capita!  gains  and  the  depletion  allow- 
ances. I  would  treat  capital  gains  as 
regular  income,  spread  out  over  a  pe- 
riod of  years.  I  would  also  apply  the 
capital  gains  to  estates,  giving  credit 
for  estate  taxes.  As  it  is.  a  father  can 
buy  a  property  for  SI 00.000  and  see 
it  grow  to  a  worth  of  Sl  million.  That's 
a  capital  gain  of  S900.000.  But  if  he 
dies,  and  his  heir  later  sells  the  prop- 
erty for  SI, 1 00.000,  the  heir  pays 
capital  gains  taxes  on  only  $100,000. 

Another  bad  thing  is  those  indus- 
trial revenue  bonds — they  should  not 
be  given  tax  exemption.  Some  com- 
munities are  having  trouble  selling 
municipal  bonds  for  municipal  pur- 
poses because  industrial  revenue  bonds 
have  flooded  the  market. 

Dividends  and  interest  should  be 
withheld,  just  as  wages  are.  Stock  op- 
tions are  an  antisocial  use  of  the  capi- 
tal gains  principle.  Depreciation  of 
real  estate  should  be  on  the  building's 
book  value,  not  on  the  latest  purchase 
price. 

The  way  local  government  costs  are 
rismg,  the  states  and  the  federal  gov- 
ernment will  have  to  give  some  of 
their  income  to  localities.  But  there 
are  sources  that  the  localities  are  not 
using,  too.  One  is  the  increase  in  bare 
land  value.  Values  have  been  sky- 
rocketing. These  are  increasing  at  a 
rate  of  $25  billion  a  year.  Isn't  this 
a  potential  source  of  revenue?  It  can 
be  taken  without  punishing  effort  or 
disturbing  investments. 

Mr.  Douglas,  however  much  our  tax 
system  may  offend  you.  we  do  have 
a  war  going  on.  and  efforts  to  reform 
the  basic  tax  structure  have  mostly 
failed.  How  are  we  actually  going  to 
pay  for  the  war? 

Douglas:  Now,  wait  a  minute.  You've 
still  got  to  try  for  the  right  things.  You 
can  let  people  know  that  their  taxes 
may  be  increased  because  these  other 
actions  haven't  been  taken.  The  war 
is  being  paid  for,  you  know,  by  in- 
flation. The  war  is  being  paid  for  by 
[people  whose  incomes  do  not  respond 
[quickly  to  changes  in  price  levels,  or 
Ipeople  on  fixed  incomes.  The  war  is 
being  paid  for  by  people  on  annuities 
and  pensions,  by  bondholders  and 
government  employees.  ■ 
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DUNKIN'  DONUTS 

Incorporated 
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underwriters,  including  the  undersigned,  who  can  legally  offer 
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Paine,  Webber,  Jackson  &  Curtis 
Eastman  Dillon,  Union  Securities  &  Co.  Goldman,  Sachs  &  Co. 

Hornblower  &  Weeks-Hemphill,  Noyes  Kidder,  Peabody  &  Co. 
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Lehman  Brothers  Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Smith,  Barney  &  Co.         White,  Weld  &  Co.         Dean  Witter  &  Co. 
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Executives 

strictly  Confidential 
* 

A  nationwide  Executive  Loan 
Service  designed  for  respon- 
sible executives  as  a  conven- 
ient supplementary  source  of 
personal  credit.  No  collateral, 
no  endorsement,  no  embar- 
rassing investigation.  All  de- 
tails handled  by  mail  from 
the  privacy  of  your  office. 
Monthly  repayments  up  to  2 
years  if  desired.  References: 

First  National  Bank  of  St.  Paul 
Northwestern  National  Bank  of  St.  Paul 
First  National  Bank  of  Minneapolis 
Northwestern  National  Bank  of 
Minneapolis 

For  full  particular.^  write 
Mr.  a.  J.  Bruder,  Vice  Pre.i. 
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EFFECTIVE 

cost  control  with 


One  of  several  models  available 

NEW  DYNAMIC  VISUAL 
CONTROL  assists  you  In  .  . . 

attaining  Improved  performances  .  .  . 
realizing  greater  profits  .  . .  accomplisfiing 
more  of  the  many  overlooked  cost-saving 
items  .  .  .  viewing  current  comparisons 
without  the  disclosure  of  confidential 
information. 

Attractive  Gold-Colored  appearance 
blends  with  any  decor.  Background 
sheet  and  printed  margin  graduations 
easily  changed.  Versatile  and  easy  to 
maintain.  Complete  package  prices  low 
as  $69.50.  Send  for  descriptive  brochure 
and  price  list. 

Visual  Control  Associates 

350   SCHMALE   RD.,  WHEATON,   ILL.   60187 
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regardless  of  time 
funds  remain  in  account 

Dividends 
Compounded  Daily 

on  all  accounts  as  follows: 
funds  received  by  us  by  the 
10th  of  any  month  and  held 
to  the  end  of  the  quarter  earn 
from  the  1st.  Funds  received  by  the  10th  of  the 
month  and  withdrawn  before  the  end  of  the 
quarter  earn  from  the  date  of  receipt  to  the 
actual  date  of  withdrawal.  Funds  do  not  have 
to  remain  in  the  account  a  minimum  of  3  months. 
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in  the  account  one  year 
and  dividends  are  compounded  daily. 

On  New  Bonus  Accounts 
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-  /     07     ^^'  annum   on  accounts  held 

f/A/O    36  months.    Bonus  accounts 

'  must  be  opened   In   minimum 

amounts  of  $t,000  or  In  multiples  of  $1,000. 

Hi  EST.  1937 

Fidelity. 

I     SAVINGS  A   LOAN  ASSOCIATION 

\      Box  1631-22   •   Glendale,  Calif.  91209 

3r  FIDELITY    FEDERAL   SAVINGS  1 

Q   Please  send  information  about  your  sovlngs  accounts. 
Q   Please   send    informolion   obout  your 
CHECK-A-MONTH    plan. 
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PHELPS 
DODGE 


130th  CONSECUTIVE 
QUARTERLY  DIVIDEND 

r/ie  fioard  of  Direcfors  of 
Phelps  Dodge  Corporation  has 
declared  a  first-quarter  dividend 
of  Eighty-five  Cents  (BSf)  per 
share  on  its  capital  stock,  pay- 
able March  8,  1968  to  stock- 
holders of  record  February  19, 
J  968. 

R.  D.  BARNHART, 

Treasurer. 
New  York,  N.  Y. 
February?,  1968 
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Leg  Up  for  McDonnell  Douglas 

The  reorganized  aerospace-aircraft  compariy  has  won  the  first  round 
of  the  great  airbus  battle.  It  means  another  leg  down  for  Lockheed. 


"Mister  Mac,"  as  he  likes  to  refer  to 
himself,  was  as  beaming  and  bouncing 
as  only  a  man  can  be  who  a  scant  half 
hour  earlier  had  signed  a  contract  with 
options  involving  $800  million,  de-- 
scribed  as  the  biggest  single  order  ever 
in  commercial  aviation  history.  This 
was  James  S.  McDonnell,  chairman  of 
McDonnell  Douglas,  taking  his  turn  at 
the  podium  in  the  Sert  Room  of  Man- 
hattan's Waldorf-Astoria  late  last 
month. 

George  A.  Spater,  brand-new  presi- 
dent of  American  Airlines  (Forbes, 
Feb.  15),  had  just  announced  that 
American  had  tied  its  future  to  Mc- 
Donnell Douglas'  252-passenger  trijet 
DC- 10s  for  short  and  medium  hauls 
to  the  extent  of  a  firm  order  for  25 
of  the  planes,  delivery  to  start  in  the 
last  quarter  of  1971,  and  "firm"  op- 
tions for  25  more,  delivery  to  start  in 
1973.  (A  firm  option  is  one  in  which 
you  put  money  down  in  advance.) 

"This  is  certainly  the  biggest  com- 
mercial contract  that  I've  ever  signed," 
said  McDonnell,  "partly  because  it's 
the  first  commercial  contract  I've  ever 
signed."  That  line  drew  a  modest  rip- 
ple of  laughter  from  the  audience  of 
airline  men,  engine  and  air  frame  mak- 
ers and  reporters,  all  of  whom  were 
familiar  with  McDonnell's  move  last 
year  to  bail  out  cash-poor  Douglas  Air- 
craft. McDonnell  then  got  a  bigger 
laugh  by  referring  to  the  bitter,  hand- 
to-hand  combat  that  had  been  going 
on  for  months  past  between  McDon- 
nell Douglas  and  Lockheed  for  the 
American  contract: 

"To  my  friends  at  Lockheed,"  Mc- 
Donnell said,  "I  would  only  say  that 
you  can't  win  'em  all." 

That  may  have  seemed  funny  to 
McDonnell    and    the    people    in    the 


McGowen 


McDonnell 


room,  but  it  wasn't  funny  at  Lockheed. 
Lockheed  hasn't  been  winning  any  of 
them  recently;  last  year  it  lost  the  sup- 
ersonic transport  contract  to  Boeing. 
Lockheed  isn't  hurting — yet;  it  is  the 
nation's  biggest  producer  of  military 
transports,  with  a  $1.4-billion  fixed- 
price  incentive  contract  to  build  58 
of  its  monster  C-5A  transports,  with 
options  on  142  more.  But  Lockheed 
has  yet  to  get  into  the  commercial 
aviation  market  with  a  jet  airplane, 
and  it  had  counted  heavily  on  scoring 
with  its  L-1011,  counterpart  of  the 
Douglas  DC- 10. 

"Actually,  the  two  planes  are  an  aw- 
ful lot  alike,"  said  one  airline  man  at 
the  meeting.  "The  problem  was  that 
the  Lockheed  people  thought  they  had 
the  American  contract  all  sewed  up. 
and  they  got  to  be  a  little  harder  to 
deal  with  on  price  than  the  McDonnell 
Douglas  people  were." 

The  competition  between  the  two 
air  frame  makers  promises  to  get  even 
more  savage  in  the  weeks  to  come,  for 
American's  order  is  not  enough  to  in- 
sure that  McDonnell  Douglas  will  pro- 


Door-opener  at  American:  The  McDonnell  Douglas  DC- 10 


duce  the  plane.  Mister  Mac  played  it 
cute  when  he  was  asked  how  big  an 
order  was  needed  before  his  firm 
moved  into  full-scale  production.  He 
said  that  he  estimated  total  demand  for 
the  plane,  domestic  and  foreign,  should 
be  about  1 ,000— "give  or  take  50% ." 
Four  other  U.S.  airlines,  including 
Eastern  and  TWA,  took  part  with 
American  in  drawing  up  specifications 
for  the  plane,  and  are  probably  going 
to  order  either  the  McDonnell  Doug- 
las or  the  Lockheed  version  sometime 
in  the  future.  The  consensus  of  the 
meeting  was  that  Lockheed  had  taken 
a  serious  blow,  and  that  McDonnell 
Douglas  had  gotten  a  real  leg  up.  There 
were  two  significant  reasons: 

•  McDonnell  said  that  his  com- 
pany's decision  to  go  into  production 
would  be  made  within  the  next  90 
days.  "By  that  time."  he  said,  "we 
expect  to  have  additional  orders  for 
the  plane  in  order  to  justify  the  start- 
up." Where  were  the  orders  most 
likely  to  come  from,  except  the  four 
original  sponsors? 

•  Spater  has  just  taken  over  at 
American  from  founder  C.  R.  Smith, 
newly  appointed  Secretary  of  Com- 
merce. Would  Spater  make  a  decision 
of  this  magnitude  without  being  sure 
he  wouldn't  be  left  out  on  a  limb? 

In  the  midst  of  all  this,  the  story  of 
the  airplane  itself  almost  got  lost.  Mc- 
Donnell made  much  of  the  fact  that 
once  again  Douglas  and  American 
were  working  together  and  of  the  role 
that  American  had  played  in  design- 
ing the  plane.  American  had  been  the 
first  airline  to  buy  the  old  DC-3.  back 
in  1935.  But  American  passed  up  the 
DC-8  for  Boeings  707  and  the  DC-9 
for  British  Aircraft  Corp.'s  BAC-111; 
and  for  years  there  was  an  unwritten 
law  at  Douglas  that  no  executive  could 
fly  American. 

The  craft,  which  will  be  turned  out 
by  Douglas  Group  Vice  President 
Jackson  McGowen's  commercial  air- 
craft division,  will  be  able  to  operate 
out  of  virtually  any  airport  in  the 
najion  that  can  generate  the  traffic — 
"it  can  operate  out  of  short-runway 
LaGuardia  for  Chicago,  or  out  of  long- 
runway  Kennedy  for  Los  Angeles"  was 
the  way  it  was  put.  It  is  also  more  eco- 
nomical than  today's  jets,  gives  off  less 
smoke,  makes  less  noise.  Its  37,000- 
pound-thrust  engines  give  it  a  cruising 
speed  of  620  mph. 

"The  airplane  of  the  foreseeable  fu- 
ture," said  George  Spater  cautiously. 

Also  at  the  Sert  Room  meeting 
were  representatives  of  General  Elec- 
tric and  Rolls  Royce,  the  two  engine 
makers  bidding  to  power  the  new 
plane.  They  didn't  get  much  informa- 
tion. Both  engines  were  fine,  McDon- 
nell said,  and  a  decision  would  be 
made  in  a  few  weeks.  ■ 
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Marsh  &  McLennan  is  industry's  leading  insurance  broker  oper- 
ating on  a  worldwide  basis. 

Marsh  &  McLennan  provides  specialists  in  property  and  marine  in- 
surance, casualty  and  life  insurance,  and 
employee  benefit  planning. 

Marsh  &  McLennan  is  the  only  publicly  owned  insurance  broker, 
public  since  1962. 

Marsh  &  McLennan  1967  estimated  net  income  was  $12,571,747, 
equal  to  $2.21  a  share,  up  21%  over  the 
$1 0,392,965,  or  $1 .87  a  share  in  1 966,  based  on 
average  current  number  of  shares  outstanding. 

Marsh  &  McLennan  has  raised  its  dividend  six  times  since  1962 
and  its  present  rate  is  $1 .50  per  share  per  year 
•  —equivalent  1962  annual  rate  is  60  cents. 
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Faces  Behind  the  Figures 


Ely  R.  Callaway  Jr. 
Weaving  Northward 

As  BEFITS  the  new  president  of 
Greensboro,  N.C. -based  Burlington 
Industries,  Ely  Reeves  Callaway  Jr. 
speaks  in  the  softly  modulated  tones 
of  the  South.  But  Callaway's  office 
is  located  in  the  heart  of  midtown 
Manhattan's  brash  and  busy  gar- 
ment district,  a  short  stroll  from 
the  6th-Avenue  site  of  Burlington 
House,  a  $50-million  skyscraper 
scheduled  for  completion  in  1969 
with  Burlington  as  chief  tenant. 

At  48,  the  native  Georgian's  take- 
over as  president  from  Charles  F. 
Myers  Jr.,  who  is  now  chairman 
and  still  chief  executive,  represents 
Burlington's  first  important  man- 
agement shift  since  those  triggered 
by  the  sudden  death  of  founder  J. 
Spencer  Love  in  1962.  After  Love's 
death,  Myers  and  Henry  J.  Ranch, 
both  financial  men,  had  the  respon- 
sibility of  maintaining  Burlington's 
fiscal  integrity  and  profitability, 
despite  the  absence  of  Love's  strong 
personal  leadership.  But  Callaway, 
who  remained  as  executive  vice 
president,  tried  some  significant  in- 
novations. 

For  one  thing,  as  the  executive 
responsible  for  advertising,  Calla- 
way blazed  a  textile-industry  trail 
by  buying  up  prime  TV  time.  In- 
dustry wiseacres  snickered,  but  Cal- 
laway saw  an  important  new  open- 
ing in  color  TV.  "In  selling  fashion 
items  like  textiles,  where  color  and 
motion  are  one  important  element 
and  you  want  to  get  to  the  consumer 
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all  over  the  country,  there's  no 
cheaper  way  to  do  it,"  he  maintains. 

Unlike  Myers  and  Rauch,  Calla- 
way came  up  through  the  merchan- 
dising end  of  the  business.  After 
eight  years  as  a  sales  executive  at 
Deering,  Milliken  &  Co.  (which  he 
says  he  left  "at  the  invitation  of  Mr. 
Roger  Milliken's  brother-in-law"), 
Callaway  joined  Textron  as  vice 
president  of  the  Amerotron  divi- 
sion in  charge  of  its  Raeford 
Worsted  operation.  When  Burling- 
ton acquired  Raeford  in  1956,  he 
remamed,  first  as  merchandising 
vice  president  and  then  as  president. 
Love  tapped  him  in  1960  as  a 
Burlington  vice  president,  and  in 
1961,  when  Callaway  was  only  42, 
as  executive  vice  president. 

Callaway's  New  York  location 
in  the  merchandising  center  of  the 
textile  world  indicates  a  continuing 
shift  of  Burlington's  center  of  grav- 
ity away  from  Greensboro.  This  is 
in  line  with  Spencer  Love's  per- 
sistent effort,  marked  with  a  long 
series  of  successes,  failures  and 
near-mi.sses,  to  bring  the  mills  and 
the  marketplace  closer  together. 
Given  the  normal  progression  that 
would  some  day  put  Callaway  in 
the  chairman's  seat  at  Burlington, 
it  seems  inevitable  that  he  would 
guide  the  company  further  down 
the  same  road.   ■ 


Charles  L.  Schultze 
Brains,  Not  Brass 

Not  too  long  ago,  companies 
eagerly  sought  out  retiring  generals 
or  admirals  for  their  boards  or  a 
vice  president's  slot.  Some  still  do. 
But  today's  trend  is  toward  brains 
— with  or  without  brass. 

Charles  L.  Schultze,  President 
Johnson's  former  Director  of  the 
Bureau  of  the  Budget,  is  a  recent 
example  of  the  trend.  A  few  days 
after  he  announced  his  resignation 
from  the  Budget  Bureau  last  Janu- 
ary, Schultze  had  a  whole  smorg- 
asbord of  offers.  He  chose,  not  one, 
but  five  for  his  plate.  First,  he  took 
back  his  two  old  jobs  as  an  econo- 
mist with  the  Brookings  Institution 
and  as  a  professor  at  the  Univer- 
sity of  Maryland. 

Then,  he  sorted  out  business  of- 
fers. From  among  many,  he  chose 
two:  a  board  seat  and  consulting 
at  Indian  Head,  Inc..  and  a  direc- 
torship  on   the  Chicago   Board   of 
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Economist  Schultze 

Trade.  Finally,  he  will  also  do  a 
series  of  lectures  at  the  University 
of  California.  Net  results  from 
these  five  part-time  jobs  will  earn 
Schultze  more  than  $60,000  a  year, 
double  his  former  $30,000-a-year 
government  salary. 

Why  Indian  Head  of  all  the 
corporate  offers?  James  Robison, 
chairman  of  Indian  Head,  was 
Schultze's  boss  back  in  Korean  War 
days  when  he  was  in  the  Office  of 
Price  Stabilization.  Schultze  ad- 
mires Indian  Head  and  feels  he 
can  be  useful  there.  "It's  a  little 
Litton,"  he  says.  "It's  a  budding 
conglomerate  .  .  .  it's  in  every- 
thing." Schultze  says  he  hopes  to 
help  Indian  Head  in  applying  Bud- 
get Bureau  techniques  in  setting  up 
production  and  sales  goals,  in  eval- 
uating acquisitions  and  looking  for 
others.  (To  help  further  broaden 
its  horizons,  Indian  Head  on  Jan. 
31  added  another  prominent  out- 
sider to  its  board,  IBM  senior  vice 
president  for  corporate  staff,  War- 
ren C.  Hume.) 

In  some  ways,  Schultze  will  feel 
he  never  left  home.  At  the  Chicago 
Board  of  Trade,  Schultze  was 
grabbed  up  by  former  White  House 
aide,  Henry  H.  Wilson  Jr..  now  the 
board's  president.  At  the  University 
of  California,  his  lecture  offer 
came  through  Richard  H.  Holton, 
former  Assistant  Secretary  of  Com- 
merce, now  dean  of  California's 
School  of  Business  Administration. 
At  Brookings  he  rejoins  old  friend, 
Kermit  Gordon,  former  Director 
of  the  Bureau  of  the  Budget.  ■ 
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Eve  Nelson 
It's  a  Man's  World 

It  is?  Don't  tell  that  to  Eve  Nelson, 
new  corporate  vice  president  of  $1- 
billion  Spartans  Industries.  She'll 
tell  you.  She  rose  in  retailing  by  not 
competing  with  men. 

"It's  hard  to  be  a  man,"  she  ex- 
plains. "Men  have  to  take  care  of 
their  little  sister,  they  have  to  get 
better  marks,  they  aren't  supposed 
to  cry,  they've  got  to  make  a  ca- 
reer. That's  enough  without  having 
to  compete  with  women."  How  did 
she  learn  to  get  along  in  a  man's 
world?  "I'm  the  youngest  of  17 
children,"  she  says,  "and  I  had  lots 
of  older  brothers." 

Eve  Nelson  learned  her  lessons 
well.  An  attractive  and  feminine 
woman  who  likes  to  wear  spectacu- 
lar hats  in  the  office,  Mrs.  Nelson 
was  a  divisional  advertising  manag- 
er for  Macy's  when  she  was  hired 
away  by  a  Houston  store  chain. 
"Those  Texans!"  she  exclaims. 
"They  offered  to  double  my  sal- 
ary without  even  asking  what  I 
was  making."  There  she  married 
Warren  Nelson,  an  oilfield  supply 
executive,  and  in  1959  moved  with 
him  to  New  York.  Korvette  founder 
Eugene  Ferkauf  asked  her  to  give 
his  discount  stores  a  "woman's 
touch."  "Until  then,"  she  says,  "you 
walked  in  through  refrigerators  and 
TV  sets."  Five  years  later,  in  1964, 
she  became  the  company's  first 
female  vice  president. 

She  soon  got  a  chance  to  prove 
her  staying  power.  Ferkauf  and  his 
executives  were  fighting.  By  1966  it 
was  apparent  the  company  had 
expanded  too  fast  and  in  too  many 
directions.  To  bail  it  out,  Charles 
Bassine's  Spartans  Industries  ac- 
quired  Korvette.   and    Bassine   has 
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been  taking  the  ax  to  both  people 
and  operations  (Forbes,  Dec.  1, 
1967).  Mrs.  Nelson,  however,  has 
gone  up,  not  out.  One  of  three 
Spartans  vice  presidents,  she  is  the 
only  old  Korvette  hand  to  make  it 
to  the  top  of  the  new  company. 

Now  Mrs.  Nelson  wears  three 
corporate  hats  besides  her  own 
spectacular  ones.  She  is  in  charge 
of  developing  two  new  divisions: 
One  is  a  group-purchase  program 
for  companies:  the  other  is  a  tape- 
recorded  spot  announcement  serv- 
ice through  which  Korvette  sup- 
pliers can,  for  a  fee,  proclaim  their 
wares  in  Korvette's  45  stores. 

Her  third  job  is  expanding  the 
Eve  Nelson  division,  consisting  of 
a  full  cosmetics  line  and  14  beauty 
salons.  Here  she  feels  her  woman's 
touch  is  a  real  plus.  "I've  watched 
women  for  a  long  time,"  she  says, 
"and  they  make  so  many  mistakes. 

"Take  traveling,"  she  says, 
"Women  make  a  mistake  when  they 
travel  light  on  vacations.  A  vacation 
is  like  a  second  honeymoon;  her 
husband  has  a  chance  to  spend 
time  with  her.  So  she  should  take 
her  fanciest  and  best  things." 
Which,  of  course,  is  just  the  thing 
for  a  retailing  executive  to  say.   ■ 


lack  Kent  Cooke 

Not  a  Came  but  an 
Industry 

In  the  past  three  years.  Jack  Kent 
Cooke  has  invested  $31  million  in 
the  games  people  watch  because 
Cooke,  a  retired  Canadian  business- 
man who  amassed  a  fortune  in 
radio,*  magazines  and  plastics,  re- 
gards the  games  people  watch  as  a 
fantastic  growth  industry. 

"It's  the  phenomenon  of  the  sec- 
ond half  of  our  century."  he  says, 
rattling  off  the  statistics:  The  num- 
ber of  major-league  football  teams 
has  expanded  from  1 6  to  26  in  the 
past  decade;  the  number  of  major- 
league  baseball  teams  has  swelled 
from  16  in  1960  to  20  today,  with 
four  more  due  by  1971.  There  are 
now  23  teams  in  professional  bas- 
ketball as  compared  with  nine  only 
three  years  ago.  Professional  golf 
tournaments  are  offering  more  than 
$5  million  a  year  in  prizes. 

Cooke  started  his  business 
career  by  selling  encyclopedias  and. 
later,  soap  for  Colgate-Palmolive- 
Peet,  then  went  to  work  for  Roy 
Thomson,  the  Canadian  newspaper 
and  radio  magnate  who  became  an 
international  figure,  and  is  now 
Lord  Thomson  of  Fleet.  In   1960 
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Sports   Entrepreneur    Cooke 

Cooke  retired  at  the  age  of  47.  He 
has  always  been  a  bit  sports  crazy; 
in  1951,  for  example,  he  bought  a 
minor-league  Canadian  baseball 
team,  the  Toronto  Maple  Leafs. 
Around  the  time  he  retired  he 
bought  a  25%  interest  in  the  Wash- 
ington Redskins,  with  an  option  on 
another  52%  after  the  present  own- 
er, George  Preston  Marshall,  dies. 

It  wasn't  until  he  came  to  Los  An- 
geles seven  years  ago,  however,  that 
Cooke  really  recognized  the  finan- 
cial potentialities  of  sports.  In  Los 
Angeles,  he  says,  "I  couldn't  drive 
a  block  without  seeing  a  basketball 
hoop  nailed  to  a  garage."  In  1965, 
he  forked  over  $5.2  million  for  the 
pro  basketball  Los  Angeles  Lakers. 
"Sure,  it  was  high."  he  admits,  "but 
I  wanted  them  and  gave  in  with  a 
little  negotiating." 

He  went  after  the  Los  Angeles 
franchise  of  the  National  Hockey 
League  with  the  same  shoot-the- 
works  attitude.  The  management  of 
the  Los  Angeles  Sports  Arena 
initially  supported  another  club's 
bid  for  the  franchise,  and  balked  at 
giving  Cooke's  team  a  long-term 
contract  to  play  in  the  arena.  Cooke 
got  the  franchise  by  assuring  the 
league,  "I'll  build  an  arena  myself." 
It  opened  for  business  on  New 
Year's  Eve  at  a  cost  of  $16  million, 
leaving  the  old  arena  without  a  ma- 
jor-league hockey  team. 

Cooke  now  wants  to  buy  a  major- 
league  baseball  club  and  also  bring 
professional  soccer  to  Los  Angeles. 

Cooke  believes  that  good  man- 
agement and  heavy  promotion  are 
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necessary  to  capitalize  on  the  grow- 
ing interest  in  sports.  "A  team  must 
be  constantly  sold  to  its  local  com- 
munity," he  says.  It  was  lack  of 
salesmanship,  he  says,  that  caused 
the  Braves  to  fail  in  Milwaukee. 

But  above  all,  he  believes  a  team 
has  to  have  stars:  "People  don't 
go  to  watch  the  Redskins  play  so 
much  as  they  do  to  watch  Sonny 
Jurgensen  unload  a  long  touch- 
down pass  or  to  watch  Merlin  Olsen 
of  the  Rams  knock  down  a  scram- 
bling quarterback."  ■ 


Shelton  Fisher 

"We  Don't  Want 
To  Be  Early" 

Perhaps  the  most  important  de- 
cision Shelton  Fisher  will  have  to 
make  as  chief  executive  officer  at 
McGraw-Hill  will  be  one  of  timing. 
President  since  1966,  Fisher,  56, 
became  CEO  last  month,  at  the 
same  time  as  John  L.  McGraw,  37, 
replaced  his  70-year-old  father, 
Donald  C.  McGraw,  as  chairman. 

Fisher  will  have  to  time  Mc- 
Graw-Hill's entry  into  the  field  of 
educational  electronics.  So  far  the 
company  has  held  back.  But  it  can't 
stall  indefinitely,  because  the  edu- 
cation market  is  very  important 
to  McGraw-Hill,  which  has  some 
11%  of  the  U.S.  textbook  market. 
Needless  to  say,  the  coming  of  elec- 
tronic computers  to  the  education 
field  could  change  things  very  dras- 
tically for  textbook  publishers. 

"Don't  think  we've  got  our  heads 
in  the  sand,"  Fisher  says.  "The 
electronics  age  is  coming  to  educa- 
tion, but  it  isn't  here  yet.  Every- 
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body  is  talking  about  Computer- 
Aided  Instruction,  but  we  think  it's 
a  bit  early  in  the  day.  The  prop- 
er hardware  hasn't  been  developed. 
You  can't  as  yet  choose  one  system 
and  say,  'this  is  it.' 

"We  haven't  committed  ourselves 
yet.  McGraw-Hill  never  fell  for  the 
teaching  machines  in  the  Fifties. 
We  didn't  bet  on  that  wrong  horse. 
We  don't  want  to  be  too  early.  We 
don't  want  too  many  floperoos." 

When  he  does  move,  Fisher  plans 
to  work  with  all  the  electronic  com- 
panies, avoiding  any  formal  joint 
ventures  such  as  General  Learning, 
jointly  owned  by  Time  Inc.  and 
General  Electric.  "We  think  the 
hardware  companies  would  be  the 
first  to  admit  that  no  substantial  re- 
sults have  come  from  them  yet." 

Right  timing  in  this  move  is  go- 
ing to  be  very  important  for  Mc- 
Graw-Hill. The  education  market 
figures  prominently  in  its  plan  to 
reach  $1  billion  by  1976 — triple  its 
present  size.  McGraw-Hill  is  No. 
Two  among  U.S.  publishing  corpo- 
rations. Time  Inc.  is  No.  One,  with 
sales  of  $506  million  vs.  McGraw- 
Hill's  $327  million. 

Although  he's  too  restrained  and 
conservative  to  say  so,  Annapolis 
graduate  Fisher  would  like  to  see 
McGraw-Hill  become  No.  One 
while  he's  still  in  charge.  Item;  The 
new  McGraw-Hill  building  in 
Rockefeller  Center  was  originally 
planned  for  48  stories,  exactly  the 
same  as  the  Time-Life  building  only 
a  block  away.  A  recent  change  of 
plans  will  make  the  McGraw-Hill 
building  50  stories  high.  ■ 


Rodney  C.  Gott 
New  Label  Wanted 

"The  bowling  boom  in  the  early 
Sixties  has  given  us  the  image  of 
a  bowling  company,"  says  Rodney 
C.  Gott,  new  chairman  and  chief 
executive  of  New  York-based 
American  Machine  &  Foundry. 
"I  think  it's  a  wrong  image  because 
bowling's  image  is  one  of  decline, 
and  I  don't  want  the  company  tied 
into  decline." 

Nevertheless,  for  the  past  sev- 
eral years  AMF  has  suffered  this 
synonymity.  Sales  and  earnings  are 
still  far  below  those  of  the  boom 
year  1961,  and  Gott,  who  replaced 
former  chief  Carter  Burgess,  is 
impatient.  Not  that  AMF  has  not 
tried  to  find  another  pinspotter. 
Since  the  demise  of  the  bowling 
boom.  AMF  has  ventured  unsuc- 
cessfully into  antismog  devices  for 
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automobiles,  a  monorail  system, 
and  more  recently  into  an  auto- 
mated food-preparation  system 
called  AMFare.  Of  the  three,  only 
the  AMFare  automated  short-order 
kitchen  remains,  and  even  there 
Gott  has  misgivings.  "AMFare's 
acceptance  has  been  long  and 
slow,"  he  says,  "and  I  can't  point 
to  it  as  a  tremendous  success  right 
now." 

To  be  sure,  bowling  is  by  no 
means  entirely  outside  AMF's  ken. 
"We're  going  to  get  a  good,  solid, 
relatively  static  contribution  to  prof- 
its from  it,"  he  says,  "but  the  growth 
has  to  come  from  outside  that  in- 
dustry." 

Where  is  Gott  hoping  for  AMF 
to  go,  and  what  kind  of  image  does 
he  want  it  to  have?  The  first  ques- 
tion he  will  not — perhaps  cannot 
— answer  at  present,  except  to  ob- 
serve that  he  is  not  necessarily 
seeking  further  diversification  than 
the  company  already  has  (besides 
pinspotters,  it  is  also  in  tobacco  ma- 
chinery, missile-launching  systems, 
munitions  and  sporting  goods, 
among  others).  As  for  a  desirable 
corporate  image,  he  says,  "The 
trick  might  be  not  to  have  an  im- 
age in  the  sense  of  a  product.  If 
you  ask  the  average  investor  what 
Litton,  Gulf  &  Western  and  LTV 
do,  they  have  a  devil  of  a  time  an- 
swering. Yet  they  are  considered 
to  be  vigorous  growth  companies." 

Gott.  now  56,  is  a  Brooklyn-born 
graduate  of  West  Point  who  joined 
AMF  in  1946  soon  after  leaving 
the  army  as  a  colonel.  He  had 
fought  across  Europe  with  Gen- 
eral Patton,  earning  a  spread  of 
decorations  as  an  artillery  com- 
mander. A  background  to  be 
proud  of,  but  how  does  one  zero 
in  on  an  image?  ■ 
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En  route  to  warmer  winds  and  waters,  the  business  man  still  talks  shop.  It's 
a  good  time  to  be  objective  about  corporations  of  special  interest.  Now  what 
about  Genesco?  As  for  management  policy,  it  has  a  brilliantly  structured 
program  for  today  and  for  the  future.  On  the  financial  end,  there's  an  unwaver- 
ing record  of  progress.  And  as  for  products,  they're  legion:  Genesco  makes 
or/and  sells  everything  to  wear,  for  all  the  members  of  the  family.  Doing 
$900,000,000  in  annual  sales,  the  company  provides  for  every  conceivable 
taste  and  need  in  things  to  wear.  Only  food  and  shelter  are  more  urgent,  among 
the  needs  of  man,  than  clothing.  An  important  industry. 

iote  fo  travelers,  one  and  all:    It's  not  a  bad  idea  to  have  Genesco's  Annual  Report  in 
'our  luggage.  It  makes  gratifying  reading,  whether  you're  bound  for  business  or  pleasure. 


GENESCO  INC. 


I  Box  F,  Genesco  Building.  730  Fifth  Avenue,  New  York,  N.  Y.  10019 
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for  those  who've  "made  it 


and  those  who'd  like  to 


No  one  can  make  guarantees  concerning 
the  stock  market.  What  Francis  I.  duPont 
&  Co.  does  guarantee  is  that  we  will  put  our 
considerable  experience,  facilities  and  tal- 
ents at  your  disposal— with  the  sole  purpose 
of  helping  your  money  make  money.  We 
don't  grow  unless  our  cUents  do.  And,  in  just 
a  relatively  short  time,  we  have  grown  to 
be  one  of  the  nation's  largest  brokerage 
houses. 

Ours  is  a  fresh,  contemporary  approach 
to  investment  service.  We  have  a  fierce 
dedication  to  our  hundreds  of  thousands 
of  cHents  — from  the  most  sophisticated 
to  the  first-time  investor.  In  short,  those 


who've  "made  it"  and  those  who'd  like  to. 

So,  if  you're  in  the  market  for  help  in  the 
"market,"  we'd  like  a  chance  to  provide  that 
help.  We've  just  published  our  1967  Annual 
Report.  It  tells  a  good  deal  about  us  and 
the  many  ways  in  which  we  can  be  of  help 
to  you.  Very  few  investment  firms  publish 
annual  reports.  And  they're  not  required  to. 
But  we  believe  that  people  who  entrust 
their  investments  to  us  are  entitled  to  know 
all  about  us. 

You  can  get  your  copy  of  our  Annual 
Report  at  any  of  our  local  offices.  Or  write: 
Francis  I.  duPont&  Co.,  Dept.  F,  PO.Box 
833,  Wall  Street  Station,  N.Y.,  N.Y  10005. 


m 


FRANCIS  I.  duPONT  &  CO. 

Your  investment  success  is  our  business 

MEMBERS  NY.  STOCK  EXCHANGE.  PRINCIPAL  SECURITY  AND  COMMOD- 
ITY  EXCHANGES.  OVER  100  OFFICES  IN  THE  U.S..  CANADA  AND  ABROAD. 
ADMINISTRATIVE  OFFICES:  ONE  WALL  STREET.  NY  TEL:  212-344-2000 
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omprised  of  the  lolloping  components. 

How  much  are  we  producing? 
(FRB  index) 

How  many  people  have  been 
laid  oH?  (U.S.  Dept.  of  Labor 
initial  unemployment  claims) 

How  intensively  are  we  work- 
ing?   (BLS    average    weekly 


hours  in  manufacturing) 

•  How  much  hard  goods  are  we 
ordering?  (Dept.  of  Comm. 
durable  goods  new  orders  of 
last  3  months  related  to  in- 
ventories) 

•  How  much  are  people  spend- 


ing? (Dept.  of  Comm.  depart- 
ment store  sales) 

•  How  much  are  we  building? 
(Dept.  of  Comm.  private  non 
farm  housing  starts) 

•  How  much  are  workers  earn- 


ing? (Dept.  of  Comm.  per- 
sonal  income  in  manufactur- 
ing and  mining) 

•Are  consumers  taking  on 
more  or  less  debt?  (Federal 
Reserve  net  change  in  con- 
sumer installment  debt) 


Thinking  the  Unthinkable 


Wage  and  price  controls?  The  very  idea  seems  almost  un- 
American,  and  indeed,  the  on-the-record  opposition  to  con- 
trols is  impressive:  the  President,  the  chairman  of  the  Fed- 
eral Reserve  Board,  the  Secretary  of  the  Treasury,  mem- 
bers of  the  Council  of  Economic  Advisers,  most  private 
economists. 

But  as  the  Forbes  Index  shows,  the  U.S.  economy 
is  still  hooming,  the  war  in  Vietnam  is  still  mounting, 
wages  and  prices  are  still  climbing.  The  Administration's 
latest  answer  has  been  the  formation  of  the  new  Cabinet 
Committee  on  Price  Stability.  Arthur  Okun,  who  replaced 
Gardner  Ackley  as  chairman  of  the  Council  of  Economic 
Advisers,  has  been  named  coordinator  of  the  new  commit- 
tee, a  post  that  gives  him  more  leverage — at  least  in  name — 
than  his  predecessor  had.  In  addition,  the  Administration  is 
stepping  up  its  "gentle  persuasion"  campaign  to  keep  prices 
and  wages  down. 

^In  the  last  quarter  of  1967,  however,  wages  increased 
three  times  as  fast  as  productivity,  which  makes  doubtful 
the  effectiveness  of  these  latest  measures.  Of  the  new  Cabi- 
net Committee  on  Price  Stability,  one  economist  .scowls: 
"It  is  a  substitute  for  controls  in  an  election  year.  Instead 
of  doing  anything,  the  President  has  appointed  a  commit- 
tee to  file  a  report  that  is  the  same  as  ten  other  reports  al- 
ready on  file." 

As  for  the  campaign  of  gentle  persuasion,  which  has 
included  scoldings  from  consumer  affairs  guardian  Betty 
Furness,  economic  adviser  James  Duesenberry,  Treasury 
Secretary  Henry  H.  Fowler  and  Federal  Reserve  Chair- 
man William  McChesney  Martin — that  mpets  with  a  lot 
of  skepticism,  too.  The  reason  is  the  failure  of  the  3.2% 
guidelines  of  1962-66.  The  guidelines,  which  began  as 
guideposts  under  President  Kennedy  and  hardened  to  guide- 
lines under  President  Johnson,  worked  well  enough  until 


the  Vietnam  escalation  in  mid-1965.  Then  three  things 
happened:  First,  the  Commerce  Department  released  re- 
vised statistics  showing  that  productivity  for  1960-64,  the 
guidelines'  base  period,  had  increased  at  a  yearly  average 
of  3.4%,  not  the  famous  3.2%.  Second,  the  Council  of 
Economic  Advisers  revised  it  even  higher,  to  3.5%  and 
more,  when  they  recomputed  it  for  1961-65,  in  line  with 
the  idea  of  a  sliding  average.  The  pro-guidelines  economists 
felt  betrayed. 

Dead  &  Buried.  But  the  final  blow  came  with  the  6.5% 
jump  that  the  International  Association  of  Machinists 
forced  on  the  airlines  during  the  strike  in  mid-1966.  "Once 
the  guidelines  were  violated  that  way,"  says  economist  Sam 
Nakagama  of  Argus  Research  Corp.,  "it  was  impossible  to 
get  them  going  again." 

Some  people  disagree.  The  Federal  Reserve's  Martin  re- 
cently called  for  a  renewal  of  the  guidelines.  Williams 
College  economics  professor  John  Sheahan  (author  of  The 
Wage-Price  Guideposts)  contends  that  once  the  economy 
slowed  up  last  year,  use  of  the  guidelines  again  became 
possible.  But  probably  the  only  way  they  could  be  rein- 
stated is  under  the  threat  of  controls,  which  nearly  every- 
one seems  to  oppose  (except  the  public — recent  polls  show 
that  the  man  in  the  street  overwhelmingly  favors  controls 
over  higher  taxes).  Despite  the  controls  during  the  Korean 
War,  prices  and  wages  did  go  up  and  strikes  took  place. 
When  companies  could  not  increase  the  price  tags  on  their 
goods,  they  reduced  the  quantity  or  substituted  cheaper 
materials.  What  couldn't  be  won  in  hourly  wage  hikes 
became  fringe  benefits,  such  as  higher  pensions.  Wages  and 
prices  spiraled. 

Yet  controls  did  delay  some  price  increases,  and — per- 
haps most  important — reminded  the  country  that  it  was  at 
war.  The  initial  round  of  controls  this  time  could  again 
remind  voters  that  the  country  is  at  war  and  that  the  war 
has  to  be  paid  for — whether  by  inflation,  a  tax  increase  or 
a  controlled  economy.  ■ 
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Higher  Earnings 

R  SAVINGS 

You  earn 

5.13% 

at  our  cur- 
rent rate  of 

5.00% 

if  account 
held  1  year. 

.25% 

bonus 
available 

Assets  over  $700,000,000 

SAFETY— More  than  $250,000,000  in 
accounts  over  $10,000  each. 
AVAILABILITY- High  14%  liquidity 
ratio  assures  prompt  avail- 
ability of  your  funds. 
SAVE   BY  AIR  MAIL-We 
process  promptly  and  pay 
air  mail  postage  both  ways. 

*Funds  received  by  the  10th  of  any 
month  earn  from  1st;  thereafter  from 
date  of  receipt.  Earnings  compounded 
daily  and  paid  to  date  of  withdrawal. 


COAST  FEDERAL  SAVINGS 


JOl    CRAIl.PRIS. 


7-120A-8 


FB 


fo:  George  Ross 

Coast  Federal  Savings  t  Loan  Assn. 

9th  ti  Hill,  Los  Angeles,  California  90014 

□  Please  open  a  savings  account.  Enclosed  is 

my  check  in  the  amount  of  $ . 

D  Individual  Account  D  Joint  Account 

D  Here's  my  passbook.  Transfer  my  account. 
D  Please  send  full  information  on  bonus  accts. 

Name(s)_ 


Address- 


-2ip- 


now,  our  lower  minimums 
permit  you  to  set-up  a  voluntary 
(not  contractual) 

PERIODIC  DOLLAR  PURCHASE  PLAN 
with  a  minimum  of 

$25 

on  monthly  or  quarterly  basis 
after  initial  investment  of 
$100. 

100%  of  your  money  invested  for 
GROWTH  in:  •  electronics  •  electric  utilities 

•  data  processing  •  oil  &  gas 

•  communications  •  aerospace 

•  transportation  •  nuclear  energy  &  others 


SELF-EMPLOYED  RETIREMENT  PLANS 

ENERGY  FUND  is  a  qualified 
investment  under  Keogh  Act 


NO 


sales  charge 
redemption  charge 


•  Single  or  Occasional  Purchases 


RALPH  E.  SAMUEL  &  CO.,  Distributor       | 

Members  N.Y.  Stock  Exchange 

55  Broad  St.,  New  York  10004        F3-1 

To  buy  10  shares  or  more 

phone  collect  (212)  344-5300 

Please  send  me  the  FREE  prospectus 

and  literature  on  ENERGY  FUND. 

NAME . 

ADDRESS . 

Zl£ 


MARKET  COMMENT 


by  L  0.  HOOPER* 


Is  The  Party  Over? 


Readers  will  recall  that  in  the  Dec.  1 
column  it  was  suggested  that  the  be- 
havior of  the  Stock  market  in  January 
would  set  the  pattern  for  the  intermedi- 
ate trend.  Since  Jan.  10,  the  trend  has 
been  toward  lower  prices,  with  the  cor- 
rection in  the  glamours,  the  conglom- 
erates and  high-science  stocks  much 
sharper  than  that  in  the  blue  chips. 
The  list  has  been  doing  some  atoning 
for  the  sins  of  excessive  speculation. 

As  this  is  written,  the  market  seems 
to  be  rushing  toward  what  technicians 
call  "a  selling  climax."  This  usually 
means  a  sharp  increase  in  the  volume 
of  trading,  a  high  plurality  of  stocks 
declining  against  those  advancing,  a 
loss  of  hope  and  an  all-pervading  pes- 
simism. The  list  almost  always  rallies 
sharply  after  a  selling  climax,  even  if 
it  is  going  lower  weeks  or  months  later. 

It  is  my  considered  opinion  that 
the  causes  of  the  late  January  and 
February  decline  were  internal  rather 
than  external:  Unsustainable  internal 
supply-demand  conditions  within  the 
market  itself,  rather  than  any  inter- 
national, political,  earnings  or  busi- 
ness news,  caused  prices  to  drop.  This 
internal  market  condition,  caused  by 
a  heedless  quest  for  performance 
rather  than  by  a  serious  attempt  to 
identify  real  values,  is  what  must  be 
corrected.  The  performance  stocks  are 
currently  down  30%  to  50%  from 
their  1967  tops  while  the  blue  chips, 
on  average,  are  off  less  than  10%. 

Ever-Growing  Demand 

As  is  always  the  case  after  such  a 
decline,  some  people  are  asking  if  the 
party  is  over.  It  remains  to  be  seen 
whether  the  seekers  of  performance 
regardless  of  value  have  been,  or  will 
be,  adequately  shaken  and  punished. 
No  doubt,  however,  their  discipline 
has  been  sufficient  to  make  them  more 
careful,  at  least  for  a  while.  Most  of 
the  old  performance  stocks  are  not 
going  to  make  new  highs  for  a  while. 
Perhaps  the  "new  breed"  of  analyst 
will  be  a  little  less  willing  to  project 
per-share  earnings  of  high-science  com- 
panies two  or  three  years  in  advance. 
Some  of  the  1966  and  1967  estimates 
for  1968  are  beginning  to  look  far  off 
the  mark.  After  all,  it  takes  a  vast 
amount  of  inexperience  and  more 
nerve  and  faith  than  prudent  wisdom 
to  estimate  the  earnings  of  even  well- 


established  older  corporations  more 
than  six  months  or  a  year  ahead. 

It  may  not  be  as  much  fun  for  a 
while,  but  the  party  is  not  over.  Un- 
less, of  course,  we  get  into  a  big  war. 
In  that  event,  it  won't  make  much 
difference  where  you  have  your  money 
invested.  When  the  party  speeds  up 
again,  there  will  probably  be  some 
new  performers,  possibly  some  blue 
chips  among  them.  There  will  be 
glamour  stocks,  too,  but  they  may  not 
be  the  same  ones. 

Why  am  I  so  sure  the  party  is  not 
over?  Simply  because  the  demand  for 
stocks  is  still  increasing  faster  than 
the  supply.  The  institutions  are  col- 
lecting ever-increasing  amounts  of 
cash  from  the  public  to  invest  in  com- 
mon stocks,  and  they  will  continue  to 
buy  stocks  on  balance  as  they  have 
been  doing  for  the  past  ten  years. 

The  ranks  of  the  mutual  funds  are 
being  increased  by  the  rapid  entrance 
of  the  life  insurance  companies  into 
the  mutual  fund  business.  As  a  result 
there  will  be  an  increase  of  at  least 
50%  in  the  number  of  mutual  fund 
salesmen  during  the  next  two  years. 
The  life  insurance  companies  are  also 
beginning  to  sell  variable  annuities, 
which  are  based  on  common  stock 
portfolios.  Right  now,  the  uninsured 
pension  funds,  which  control  at  least 
twice  as  much  money  as  all  the  mu- 
tual funds  combined,  are  buying  twice 
as  many  common  stocks  on  balance 
as  the  mutual  funds,  and  they  are 
growing  faster  than  the  funds.  The 
funds  of  state  and  city  employees  and 
teachers,  with  combined  assets  of  at 
least  $40  billion  as  against  $100  mil- 
lion for  the  uninsured  pension  funds, 
at  long  last  are  beginning  to  place  a 
larger  percentage  of  their  assets  into 
common  stocks.  In  other  words,  the  in- 
stitutional demand  for  common  stocks, 
which  almost  did  not  exist  30  years 
ago,  is  now  at  least  30%  of  the  stock 
market  and  threatens  to  be  50%  in 
a  few  years.  You  can't  be  more  than 
temporarily  bearish  on  common  stocks 
when  you  know  there  is  such  a  big 
present  and  potential  demand  for 
them.  The  party  is  not  over. 

Nor  is  the  quest  for  performance 
dead.  The  banks,  which  compete  for 
the  management  of  pension  fund  mon- 

*Mr.   Hooper  is  associated  with   the  New  York 
stock  Exchange  firm  of  VI/.E.  Hutton  &  Co. 


60 


FORBES,  MARCH  1,  1968 


ey,  and  the  mutual  funds,  which  com- 
pete for  the  savings  of  individuals,  will 
continue  to  use  both  past  and  prom- 
ised performance  as  a  sales  tool.  As 
time  goes  on,  however,  many  of  them 
will  find  it  good  business  to  be  less 
blatant  and  more  conservative  in  their 
claims  and  more  prudent  and  less 
speculative  in  their  practices.  It  is 
quite  absurd,  for  instance,  to  offer  or 
infer  20^  compounded  annual  growth 
over  a  period  of  five  or  ten  years. 
Some  years  you  may  better  that,  but 
there  will  be  other  years  in  which  the 
showing  will  be  diluted.  Some  of  these 
performance  funds,  for  instance,  are 
showing  an  important  dilution  of  per- 
formance in  the  current  quarter.  Wait 
till  you  see  their  figures! 

Buy  when   Prices   Drop 

It  is  obvious  that  there  are  better 
values  in  the  stock  market  now  than 
there  were  at  the  tops  last  summer  or 
at  the  highs  for  December  or  early 
January.  One  should  be  less  bearish, 
not  more  bearish,  as  stocks  go  lower. 
The  best  time  to  buy  is  usually  on  a 
selling  climax,  when  everyone  is  sell- 
ing and  worried,  not  when  stocks  are 
making  new  highs  every  day  and  tips 
are  a  dime  a  dozen.  And  those  who 
wait  to  get  the  exact  lows  usually  don't 
buy  till  prices  are  well  above  the  lows. 
(Actually,  of  course,  you  almost  never 
buy  at  the  lows  or  sell  at  the  highs.) 

International  Business  Machines 
would  look  interesting  to  me  between 
500  and  550;  Texas  Gulf  Sulphur 
(even  if  the  first  decision  in  the  Kidd 
Township  lawsuit  goes  against  it)  at 
under  100;  Chrysler  at  anything  around 
45-50,  Krof-er  at  23-25.  General  De- 
velopment at  12-14,  Boeinfi  at  70-75; 
United  Aircraft  at  65-70.  Texas  In- 
struments at  80-85. 

If  you  want  to  buy  into  an  abso- 
lutely friendless  industry,  the  airlines 
qualify.  I  can't  give  you  any  good  rea- 
son to  buy  them,  except  that  no  one 
wants  them;  but  that's  a  pretty  good 
reason  in  itself.  ...  A  great  many 
thinking  analysts  are  bullish  on  the 
bliilding  industry  shares,  including  the 
savings  &  loans,  citing  the  great  need 
for  housing  due  to  high  family  for- 
mation. .  .  .  There  also  is  much  inter- 
est in  anything  that  has  to  do  with 
vacations  and  leisure  time,  especially 
vacations  in  this  country  and  Canada 
rather  than  in  Europe  or  the  Orient. 
.  .  .  The  public  continues  to  save  about 
7.2%  of  personal  incomes  as  against 
an  average  of  about  5.8%  in  past  years; 
sooner  or  later  this  will  change,  help- 
ing the  retail  industry.  ...  I  suspect 
that  there's  more  room  for  stock-mar- 
ket trouble  among  the  conglomerates 
than  anywhere  else;  the  philosophy 
back  of  some  of  this  conglomerate 
financing  has  been  pretty  wild.  ■ 


Would  $23.50  buy  any  of  these  stocks? 


IBM 

NALCO 

XEROX 

RAYCHEM 

SCHLUMBERGER 


NO,  but  it  would  buy  a  share  of  Niagara 
Share  Corporation  which  owns  shares 
in  these  and  some  45  other  companies. 
These  five  were  our  largest  holdings, 
making  up  over  25%  of  our  $103  million 
portfolio  on  January  31 ,  1968. 
Niagara  Share  common  stock  closed 
on  the  New  York  Stock  Exchange  that 
day  at  23'/2-  Acquisition  fees  are  low 
—  just  the  NYSE  commission. 

Niagara  Share's  39th  Annual  Report 
for  the  year  ended  December  31,1  967 
is  now  available  and  highlights: 


•   Investment  objectives 

•   Diversified  growth  portfolio 

•   15  year  performance  record 

•  A  distribution  policy  which  offers  shareholders  a  choice  of 
1 )  a  reasonable  current  cash  return,  or  2)  an  automatic 
reinvestment  plan  to  increase  potential  capital  appreciation 

For  the  1967  Annual  Report,  ask  your  broker,  or  use  the  coupon  below: 


NIAGARA  SHARE 
CORPORATION  ^ 


70  Niagara  Street 

Buffalo.  NY. 

14202 


n8 


Please  send  me  a  copy  of  your  39th  Annual 
Report. 

NAME 


ADDRESS. 


NOW  IN  3rd  PRINTING  1 1 


PEISNER  AHACKS  THESE  POPUUR  OPINIONS: 

•  stocks  rise  most  before  good  earnings  report 

•  Institutions  use  "insider  info"  to  buy  aliead  of  public 

•  Sell  on  good  news  . .  .  Buy  on  bad  news 

•by  ROBERT  PEISNER,  Account  Executive  with 
a  New  York  Stock  Exchange  member  firm. 

JiJiMECT 


»f 


EXPLAINS:  An  amazing  NEW  method  to  buy  and  sell  growth  stocks ...  Where  to  find 
stock  market  information  is  completely  detailed.. .  Describes  exactly  — to  the  very  day  — 
when  to  buy  and  when  to  sell  fast  rising  stocks... Mainly  New  York  Stock  Exchange  qual- 
ity growth  stocks  selected ...  Many  specific,  fully  detailed  easy-to-understand  examples. 

LEARN:  How  to  select  a  rapid  growth  stock  in  3  minutes! 

160  page  hard-cover  beautiful  library  edition. 


Send  check  or  money  order  to: 

STOCK  FUNDAMENTALS  CO. 

OEPT.  F-2 

RO.  BOX  838,  BEVERLY  HILLS 

CALIFORNIA  90213 

Calif,  rnideirts  add  25(  (5%)  ul«  t« 

TAX  DEDUCTIBLE  FOR  INVESTORS 


MAIL  COUPON  TODAY 

Enclosed  is  $ Send  me  . 


copies  of  HOW 


TO  SELECT  RAPID  GROWTH  STOCKS  at  $4.95  each. 
Name  — 
Address . 
City. 


-State  . 


10  DAY  MONEY  BACK  GUARANTEE 


.Z.p. 
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THE  POMONA  PLAN  can  protect 

your  estate  against  inflation  and 
help  reduce  income  and  other  taxes. 
You  free  yourself  and  survivors  from 
financial  management  problems  and  stock 
market  fluctuations  while  receiving  a 
generous  income  in  one  of  several  ways: 

•  An  annuity  paying  a  guaranteed  fixed  rate  for  life. 

•  An  annual  income  based  on  the  net  yield  of 
Pomona's  pooled  investment  funds  (currently 
5.780/o). 

•  An  annual  income  based  on  an  Individual  trust 
tailored  to  your  desires. 

You  have  the  satisfaction  of  knowing 
your  gift  dollars  are  productively  at  work, 
and  that  they  will  forever  help  promising 
students  and  will  establish  an  enduring 
memorial  in  your  name. 

INVESTIGATE.  Write  today  for  a  free  copy  of 
"Pomona  College  Annui^  and  Life  Income 
Plans." 

POMONA  COLLEGE 

Rm.  204A,  Sumner  Hall,  Claremont,  Calif.  91711 
Founded  1887.  Resources  over  $58,000,000 


THE- 


METHOD  IS  NOW   ON 
ELECTRONIC   COMPUTER 

COVERS  ALL  NYSE  AND  ASE  STOCKS-Giving 
you:  Full  Name  of  Stock  •  Reference  Point  (Last 
Entry  On  Chart)  •  Recordable  Price  Changes 
(Daily  Price  Changes)  •  Buy  or  Sell  Signals 
•  Price  Objectives  •  Stop-Loss  Points  •  Relative 
Strength  Figure 

Now  after  two  full  years  of  programming  for 
the  electronic  computer,  you  will  be  able  to 
receive  each  week  the  all  new  12  page  Chart- 
craft  Weekly  Service  by  Electronic  Computer. 
The  complete  Chartcraft  Method  of  Point  and 
Figure  Trading  has  been  programmed  and  we 
can  now  give  to  our  subscribers  highly  accu- 
rate, complete,  and  timely  3  box  reversal  point 
and  figure  information. 

You  get  clear  unhedged  advice  when  you 
subscribe  to  the  Chartcraft  Weekly  Service 
We  may  not  be  right  all  the  time,  but  you 
don't  have  any  "ifs,  ands  or  buts"  when  we 
tell  you  the  market  is  going  up  or  down.  You 
can  compare  your  holdings  to  our  weekly  re- 
ports to  see  price  objectives  and  stop-loss 
points,  buy  and  sell  signals.  See  what  the 
P&F  charts  say  about  your  stocks. 

Chartcraft  is  one  of  the  largest  Point  and 
Figure  Service  Publishers  in  the  country,  serv- 
ing both  the  trader  and  investor  with  precise 
market  information  for  over  20  years. 

4  WEEK  TRIAL  AND  CHARTCRAFT 
METHOD  BOOK  ONLY  $10 

When  you  take  a  4-week  $10  trial  to  the 
Chartcraft  Weekly  Service  we  will  also  send 
you  as  a  bonus  by  First  Class  Mail,  the  112- 
page  best  selling  Chartcraft  Method  book.  This 
book  regularly  sells  for  .$3.95.  Just  send  your 
check  today  —  .$10  for  a  4-week  Trial  —  to 
CHARTCRAFT,  INC.,  Dept.  F-157.  1  West 
Ave.,  Larchmont,  N.Y.  10538,  N.Y.  City  add 
5%  Tax.  N.Y.  State  2%. 


STOCK  ANALYSIS 


by  HEINZ  H.  BIEL* 


Opportunities  in  the  Making 


According  to  one  of  Wall  Street's 
empirical  rules,  a  stock-market  decline 
early  in  the  new  year  that  carries  prices 
below  the  lows  of  the  preceding  No- 
vember or  December  spells  a  rather 
bleak  outlook  for  the  rest  of  the  year. 
As  this  "rule"  has  a  high  degree  of 
reliability,  it  may  be  prudent  to  pay 
attention  to  it,  even  though  it  may 
lack  a  logical  foundation. 

As  it  is.  1968  shapes  up  as  a  year 
of  innumerable  problems  that  defy 
easy  solution.  There  is  no  point  in 
using  this  column  for  still  another 
comment  on  Vietnam  where  a  mili- 
tary victory  or  even  partial  pacifica- 
tion appears  more  remote  than  ever. 
No  one,  apparently,  has  the  foggiest 
notion  of  how  to  conclude  this  af- 
fair, which  is  responsible  for  so  many 
of  our  other  difficulties. 

It  is  becoming  increasingly  appar- 
ent that  President  Johnson's  proposals 
to  "defend"  the  dollar  may  have  the 
exact  opposite  effect.  When  there  is 
reason  to  fear  a  run  on  a  bank,  the 
bank,  if  inherently  sound,  should  show 
its  strength  and  unflinchingly  offer  to 
pay  off  its  depositors  as  fast  as  pos- 
sible. Most  of  the  time  such  action 
will  allay  all  doubts  and  restore  con- 
fidence in  the  bank's  solvency.  But  if 
it  shows  even  the  slightest  signs  of 
weakness,  or  tries  to  limit  withdrawals, 
all  hell  is  likely  to  break  loose  and  the 
bank's  future  will  be  doomed. 

The  President  made  the  grave  mis- 
take of  showing  weakness.  With  the 
proposed  tax  on  travel  outside  the 
Western  Hemisphere  he  hoped  to  save 
a  few  hundred  million  tourist  dollars. 
I  suppose  that  a  far  greater  amount 
has  already  been  lost  as  a  result  of 
money  transfers  by  American  citizens 
who  want  a  nestegg  of  readily  avail- 
able funds  abroad,  just  in  case  further 
exchange  restrictions  are  eventually 
imposed.  After  all,  it  is  not  illegal,  at 
least  not  yet,  to  buy  francs,  marks 
or  lira. 

The  travel  tax,  if  it  should  be  en- 
acted, not  only  will  solve  nothing,  but 
it  is  bad  per  se.  As  it  can  be  circum- 
vented with  great  ease,  it  invites  vio- 
lations, thus  causing  disrespect  for  a 
law.  By  and  large,  Americans  have  an 
exceptionally  high  degree  of  tax  mo- 
rality. But  if  a  law  is  stupid,  demean- 
ing and  ineffectual  and  interferes  un- 
necessarily    with     the     Constitutional 


fights  and  freedom  of  the  individual, 
-it  will  be  violated  by  many  of  even 
the  most  law-abiding  citizens.  Have 
we  already  forgotten  the  amoral  ef- 
fects of  prohibition? 

That  Yellow  Metal 

The  heavy  drain  on  our  gold  re- 
serves is  likely  to  continue.  It  is  an 
illusion,  however,  to  believe  that  we 
really  have  over  $12  billion  to  back 
up  our  promises  and  therefore  can 
stand  the  strain  for  any  extended  pe- 
riod of  time  at  the  present  rate  of  gold 
losses.  If  and  when  our  holdings  fall 
to,  say,  $10  billion  or  $8  billion,  a 
halt  will  have  to  be  called.  Just  as 
this  nation  maintains  strategic  stock- 
piles of  various  materials,  our  Govern- 
ment, I  feel  sure,  will  consider  it  vital 
to  keep  a  substantial  reserve  of  gold. 
When  that  irreducible  minimum  is 
reached,  we  will  have  no  choice  but  to 
discontinue  redeeming  dollars  offered 
to  us  by  foreign  central  banks  at  a 
rate  of  $35  per  ounce  of  gold.  What 
the  consequences  will  be  is  not  a  hap- 
py thought  to  contemplate. 

Obviously,  many  people  are  bet- 
ting on  a  much  higher  price  for  gold. 
How  else  can  one  explain  the  pre- 
mium of  over  110%  above  net  asset 
value  for  the  stock  of  American-South 
African  Investment,  a  closed-end  in- 
vestment company  specializing  in 
South  African  gold  stocks.  Similarly, 
the  present  fabulous  price  for  Home- 
stake  Mining  (80),  the  largest  U.S. 
gold  producer,  reflects  the  American 
investor's  frantic  desire  to  benefit  from 
this  situation. 

In  my  opinion  these  stocks  are 
grotesquely  overpriced  and  cannot  be 
recommended.  If  investors  feel  so 
strongly  about  gold,  they  would  do 
better  to  buy  South  African  gold  stocks 
directly.  While  these  prices  too  are 
very  high,  at  least  one  does  not  pay  a 
100%  premium.  Various  issues  have 
frequently  been  mentioned  in  George 
Henry's  column  in  Forbes. 

The  year  1968  starts  out  to  be  full 
of  serious  problems.  Yet  it  will  also 
bring  with  it  rewarding  opportunities. 
How  often  have  advisory  services  and 
stockbrokers'  market  letters  warned 
investors  to  "keep  some  funds  in  re- 
serve in  order  to  take  advantage  of 

*Mr.   Biel   is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Emanuel,  Deetjen  &  Co. 
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more  favorable  buying  opportunities"? 
How  often  does  anyone  pay  attention 
to  such  advice?  Many  stock-market- 
minded  investors  seem  to  have  a  com- 
pulsory urge  always  to  be  committed 
to  the  hilt,  often  with  the  margin 
stretched  to  the  limit.  They  are  afraid 
of  missing  something.  And  others,  who 
prudently  keep  a  buying-power  re- 
serve, become  petrified  when  the  mar- 
ket slumps.  All  too  often  we  forget  to 
remember  that  trees  do  not  grow  into 
the  sky:  and.  conversely,  that  the  mar- 
ket is  not  a  bottomless  pit. 

For  some  months  it  had  been  diffi- 
cult to  find  desirable  stocks  with  an  ap- 
pealing appreciation  potential.  Either 
they  were  already  fully  priced  and 
therefore  carried  a  high  degree  of  risk; 
or,  if  the  price  earnings  ratios  were 
reasonable,  they  lacked  any  prospects 
of  "performance"  in  a  market  charac- 
terized by  6'/2  re  yields  on  high-grade 
bonds.  But  now,  with  many  desirable 
stocks  having  declined  as  much  as 
30%  and  more,  we  may  soon  get  a 
profusion  of  investment  opportunities. 

No  one  can  count  on  being  able  to 
pinpoint  the  bottom  of  the  market  or 
the  low  point  of  any  individual  stock. 
But  it  is  never  too  early  to  start  think- 
ing about  what  stock  to  buy  and  at 
what  price.  The  latter  is  the  more  dif- 
ficult one  to  determine,  because  one 
may  either  buy  prematurely  and  pay 
too  much,  or  expect  a  bargain  level 
that  may  never  be  reached.  Particular 
attention  should  be  given  to  favorably 
situated  growth  industries  where 
stocks  had  been  very  richly  priced  and 
may,  therefore,  suffer  relatively  the 
largest  price  corrections. 

Buy  Areas 

IBM.  the  superblue  chip  and  about 
to  split  once  again,  would  go  back  on 
my  buy  list  below  500.  National  Cash 
Register  should  become  distinctly  at- 
tractive in  the  80-90  area.  The  highly 
volatile  Control  Data,  already  down 
some  60  points  from  its  high,  deserves 
speculative  consideration  around   100. 

In  the  area  of  nuclear  controls  and 
uranium,  I  would  favor  EG&G  in  the 
mi'd-30s  and  Kerr-McGee  below  100. 
Some  electronics  stocks  already  have 
suffered  near-cataclysmic  declines  as, 
for  instance,  Collins  Radio  or  General 
Instruments,  but  one  should  also  re- 
member that  exaggerations  on  the  up- 
side invite  exaggerations  on  the  down- 
side. This  wide  arc  of  a  pendulum's 
swing  is  what  Wall  Street  calls  vola- 
tility. Texas  Instruments  and  Burndy, 
both  of  which  had  poor  results  in 
1967,  should  also  find  support  not  too 
far  below  present  levels.  I  still  like 
Raytheon,  whose  1967  results  and 
future  prospects  leave  nothing  to  be 
desired.  Other  stock  groups  will  be 
discussed  in  forthcoming  issues.  ■ 
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SPECIAL  REPORT" 


An  incredible  mountain  of  oil— o  veritable  treasure  of  black 
gold  so  VAST  it  spreads  over  16,000  square  miles  of  land  . . . 
so  PLENTIFUL  it  can  supply  this  country's  needs  for  at  least  the 
next  200  years ...  so  VALUABLE  that,  sold  at  today's  prices, 
it  would  pay  off  the  national  debt  a  dozen  times  over — lies 
untapped  in  the  rough  terrain  of  our  own  Rocky  Mountains. 


Described  by  Interior  Secretary  Stewart  L. 
Udall  as  "probably  the  most  valuable 
untapped  natural  resource  in  the  United 
States,"  TWO  TRILLION  BARRELS  of  Shale 
Oil — nearly  five  times  the  proved  traditional 
petroleum  resources  of  the  ENTIRE  WORLD— 
lies  sleeping  in  the  Rockies. 

For  over  30  years,  the  U.S.  Government  has 
held  back  the  development  of  Shale  Oil. 
(Nearly  80%  of  the  Shale  Oil  land  in  the 
country  belongs  to  Uncle  Sam.)  Now,  Wash- 
ington has  finally  flashed  a  green  light  for 
commercial  exploitation,  and  we  are  ap- 
parently on  the  very  verge  of  technological 
breakthroughs  which  could  truly  revolution- 
ize the  oil  industry. 

It  seems  clear  that  "ground-floor"  fortunes 
will  be 'made  by  some  (and  money  lost  by 
others)  in  the  development  of  what  is  gen- 
erally believed  by  experts  to  be  the  world's 
largest  energy  deposit. 

In  this  new  depth  study  of  the  coming  giant 
Shale  Oil  Industry,  INDICATOR  DIGEST  gives 
you  both  the  long-term  background  and  the 
"up-to-the-minute"  developments  you  need  to 
help  you  decide  whether  Shale  Oil  can  power 
your  portfolio,  as  it  will  surely  sooner  or 
later  power  your  car. 

Among  the  many  key  questions  an- 
swered by  this  easy-reading,  fact-filled 
SPECIAL  REPORT  are: 


*  Why  are  we  on  the  verge  of  a  Shale  Oil 
breakthrough  even  without  atomic  ex- 
plosions (and  which  companies  now  have 
the  key  to  economically  feasible  non-nuclear 
processing)? 

SPECIAL  $$$$aving  Offer: 

This  SPECIAL  REPORT:  "THE  SHALE  OIL  IN- 
DUSTRY" has  just  been  released  and  is  being 
nationally  advertised  and  sold  at  $7.95.  You 
can  use  the  coupon  below  to  order  a  copy 
NOW— OR,  YOU  CAN  GET  YOUR  COPY  AS  A 
BONUS  with  a  3-Month  SPECIAL  Trial  Sub- 
scription to  INDICATOR  DIGEST  at  the  Special 
Introductory  price  of  only  $9.50  (a  combined 
saving  of  $14.70  from  the  normal  prices). 

To  get  your  copy  by  return  mail,  simply  check 
the  appropriate  box  below.  To  be  safe— why 
not  do  it  now  and  mail  today. 

(The  record  achieved  to  date  by  INDICATOR 
DIGEST  is  not  a  guarantee  of  equal  future 
results.) 


*  Why  has  Washington  finally  given  the  green 
light? 

*  Why  are  the  real  Shale  Oil  fortunes  likely  to 
be  made  in  companies  you've  probably  never 
heard  of  before? 

*  How  important  is  "Gasbuggy"  to  commer- 
cial Shale  Oil  development? 


INDICATOR  DIGEST,  INC. 

Palisades  Pork,  N.J.  07650 

□  Please  rush  my  copy  of  your  52-page  SPECIAL 
REPORT:  "THE  SHALE  OIL  INDUSTRY"  As  A 
BONUS  with  my  3-month  (6-issue)  Trial  Sub- 
scription to  INDICATOR  DIGEST  at  the  special 
introductory  price  of  only  $9.50.  My  remit- 
tance is  enclosed. 


n  Please  send  me  only  . 


.  copy  (copies)  of     g 


"THE  SHALE  OIL  INDUSTRY"  at  the  regular 
price  of  $7.95  each.  My  remittance  is  en- 
closed. 

Name 

Address 

City 

State 


.Zip. 


(This  subscription   cannot  be  assigned 
subscriber's  consent.) 


without 
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How  5  simple  steps 

can  start  a 

portfolio  of  as 

little  as  $5,000 

working  toward 

capital  growth 

Here  is  all  you  have  to  do  to  begin 
benefiting  from  the  Danforth 
Associates  Investment  Management 
Plan: 

1.  Write  us  now  for  a  42-page 
booklet  describing  this  tested  plan. 
No  obligation.  No  one  will  call 
you.  We  serve  clients  all  over  the 
world  (in  at  least  55  countries) 
solely  by  correspondence. 

2.  Study  our  methods  and  goals. 
See  how  we  will  try  to  help  your 
money  grow  by  carefully  selecting 
and  supervising  your  investments 
in  leading  common  stocks.  Com- 
pare the  10-year  "Performance 
Record"  of  all  the  funds  we  have 
managed. 

3.  Send  us  a  "Request  Form"  tell- 
ing the  amount  of  cash  or  securities 
you  want  us  to  manage,  how  you 
want  dividends  and  fees  handled 
and,  if  you  wish,  a  little  data  on 
your  own  financial  plans. 

4.  Open  your  own  account  with  a 
large  NYSE  Member  Firm  which 
has  one  office  serving  Danforth 
clients  only.  Deposit  your  cash 
and/ or  securities  in  this  account 
and  give  them  limited  power  to  ac- 
cept instructions  from  us  —  with  all 
transactions  to  be  made  only  in 
your  name. 

5.  From  here  on,  our  analysts  will 
make  decisions  to  try  to  help  your 
capital  grow  as  fast  as  possible  con- 
sistent with  reasonable  precautions. 
As  in  any  selection  of  investments, 
losses  do  and  will  occur,  but  you 
will  know  their  decisions  promptly. 
You  receive  monthly  accountings 
and  quarterly  evaluations.  You  can 
withdraw  at  any  time. 

The  plan  thus  far  has  proved,  we 
believe,  especially  efficient  in  pro- 
viding capital  growth  supervision 
to  portfolios  starting  with  from 
$5,000  to  $50,000.  To  take  your 
first  step  now,  simply  write  "send 
booklet"  with  your  name  and  ad- 
dress and  mail  to  Dept.  S-80. 

Danforth  Associates 

Wellesley  hills.  Mass.,  usa.  ouSi 

Invesimcnt  Managcmrnt    •    Incorporaltd  l9i6 


TECHNICIAN'S  PERSPECTIVE 

by  JOHN  W.   SCHULZ* 

False  Signal 


Three  weeks  ago,  on  Feb.  9,  when 
the  Dow-Jones  industrials  followed  the 
rails  by  falling  through  their  Novem- 
ber 1967  reaction  lows,  adherents  of 
the  Dow  Theory  could  note  the  sec- 
ond "bear-market  signal"  in  less  than 
two  years.  Essentially,  this  signal 
merely  means  that  the  existence  of  a 
larger  downtrend  has  been  made  vis- 
ible by  a  drop  in  both  the  DJ  indus- 
trials and  rails  through  a  previous  in- 
termediate reaction  low.  But  on  the 
premise  that  a  trend,  so  affirmed,  will 
probably  persist  for  some  time  longer, 
Dow  Theorists  insist  that  their  signals 
have  forecasting  value. 

However,  the  Theory  itself  yields  no 
clue  to  how  long  the  downtrend  might 
continue,  or  how  low  it  could  carry, 
after  the  bear-market  signal  has  be- 
come recognizable.  If  the  underlying 
conditions  are  sufficiently  adverse,  the 
decline  can  continue  long  and  far.  If 
not,  the  bear-market  signal  will  prove 
to  have  come  too  late  in  the  down- 
trend to  have  practical  forecasting 
value;  at  worst,  it  will  prove  to  have 
been  false  altogether. 

The  previous  Dow  Theory  bear- 
market  signal  became  apparent  in 
May  1966.  As  readers  of  this  column 
may  recall,  that  signal  had  been  fore- 
seeable and  was  valid  in  the  sense  that 
stock  prices  thereafter  fell  rather  sub- 
stantially for  another  five  months.  The 
preconditions  for  the  1966  bear  mar- 
ket had,  after  all,  been  right:  a  tech- 
nical position  weakened  by  3'/2  years 
of  rising  stock  prices,  an  economy 
operating  untenably  at  top  capacity 
after  five  years  of  business  expansion, 
a  clear  prospect  of  lower  corporate 
earnings,  and  a  moncy-and-crcdit  pol- 
icy deliberately  geared  to  produce 
quick  deflation. 

Because  the  1966  Dow  Theory  bear- 
market  signal  had  "worked,"  investors 
are  now  understandably  predisposed 
to  accept  the  1968  signal  at  full  face 
value.  But  in  the  stock  market,  as 
elsewhere,  historical  parallels  can  be 
treacherous,  and  techniques  that,  like 
Dow  Theory,  deal  with  surface  mani- 
festations in  the  price  structure  need 
to  be  applied  with  great  circumspec- 
tion. Because  history  tends  to  repeat 
itself  only  in  the  very  broadest  sense, 
and  even  then  only  at  very  long  inter- 
vals, the  stock-market  "method"  that 
successfully  called   the   last   turn  can 


easily  be  the  wrong  one  for  calling 
•the  next.  In  fact,  stock-market  annals 
are  replete  with  Dow  Theory  bear- 
market  signals  that  did  not  work — 
nearly  ten  false  ones,  on  average,  for 
each  of  the  bear-markets  of  the  past 
35  years. 

In  the  present  case  the  underlying 
conditions  differ  clearly  and  widely 
from  those  of  1966.  Prior  to  last 
month's  bear-market  signal,  stock 
prices  had  risen  for  only  about  12 
months  (a  partial  bull  market,  by 
post-World  War  II  standards);  the 
economy  has  only  just  pulled  out  of 
a  period  of  relative  slack,  is  far  from 
operating  at  full  capacity,  and  is  by 
no  means  overextended;  most  econo- 
mists expect  1968  to  yield  a  year-to- 
year  rise  in  corporate  earnings;  and 
monetary  policy,  while  now  presum- 
ably anti-inflationary  (after  a  long 
spell  of  extraordinary  ease),  seems  in 
no  way  designed  to  produce  actual  de- 
flation. By  comparison  with  1966, 
these  do  not  look  like  the  makings 
of  a  bear  market. 

Hold   Fast 

Furthermore,  the  latest  bear-market 
signal  was  touched  off  by  panicky  sell- 
ing attributable  to  crisis  conditions 
outside  the  economy.  That  alone  can 
make  the  signal  suspect.  So  far  as  I 
know,  no  Dow  Theory  bear-market 
signal  triggered  by  an  external  crisis 
has  proved  valid  in  modern  stock- 
market  history.  A  signal  resulting  from 
price  weakness  due  to  no  one  specific 
selling  motivation  but  relatable  in- 
stead to  reasons  that  are  quite  general- 
ly disputed  is  much  more  likely  to  be 
real. 

No,  I  doubt  very  much  that  this 
latest  Dow  Theory  bear-market  signal 
is  a  sound  reason  for  selling  a  lot  of 
stock.  On  the  contrary,  I  strongly  sus- 
pect that  it  will  prove  to  be  as  false 
as,  for  example,  the  repeated  sell  sig- 
nals of  1947-49  and  of  1956  and  early 
1957,  which  "flashed"  near  the  lower 
limits  of  prolonged,  wide  and  more 
or  less  flat  trading  ranges  in  the  DJ 
industrials.  They  could  have  been  more 
properly  interpreted  as  symptoms  of 
a  severely  oversold  technical  condi- 
tion in  what  turned  out  to  be  buying 
areas.  ■ 

'Mr.  Schuiz  is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Wolfe  &  Co. 
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Do  you  really  know 
tlie  company  you  keep 
or  buy,  or  sell? 


Is  your  hard-earned  capital  efficiently  invested  in 
its  stock,  or  do  other  issues  represent  better  values 
for  you  in  terms  of  your  own  personal  investment 
goals? 

Do  you  know  how  the  company  earns  its  money,  how 
much  it  earns,  and  at  what  rate? 


Can  you  quickly  find  out,  without 
obligating  yourself  to  anyone,  the 
trend  and  amount  of  the  company's 
sales,  profit  margins,  book  value, 
earnings,  dividends,  dividend  pay- 
out ratios,  and  price-earnings  ratios 
for  each  of  the  past  15  years? 

.  .  .  the  company's  5-year  growth 
rates  for  each  of  the  past  14  years 
and  the  estimate  for  this  year? 
...  or  how  the  course  of  its  cash 
earnings  per  share  relates  to  the 
average  monthly  price  range  per 
share  over  the  past  15  years? 
...  or  what  the  cash  earnings  per 
share  may  average  for  the  period 
3  to  5  years  from  now? 
.  .  .  the  company's  debt  and  prior 
dividend  obligations? 
.  .  .  the  number  of  outstanding 
shares   and    percentage   of   them 
traded  each  month  this  year  and 
in  past  years? 

. . .  whether  company  insiders  have 
been  buying  or  selling  on  balance? 
.  .  .  and  what  mutual  funds  have 
been  doing  in  the  stock? 

Can  you  objectively  appraise  how 
the  stock  IS  likely  to  perform  in  the 
market  (1)  during  the  next  12 
months  ...  (2)  three  to  five  years 
from  now  ...  (3)  beyond  five  years 
from  now? 


These  are  some  of  the 
questions  investors  ask  in 
to  take  intelligent  decisions. 


many 
order 


If  you  have  the  answers  to  these 
questions  regarding  1400  widely 
held  stocks,  or  if  they  are  readily 
accessible  to  you  in  your  own  home 
or  office,  you  probably  are  already 
a  subscriber  to  The  Value  Line 
Investment  Survey. 

If  you  want  to  have  answers  that 
inform  and  fortify  your  judgment 
and  keep  you  continuously  in- 
formed on  your  investments  after 


you  have  made  them  as  well  as  be- 
fore you  select  them,  you  may  be 
ready  for  the  systematic  investment 
guidance  — the  research,  analyses, 
disciplined  evaluations,  and  recom- 
mendations provided  every  week  by 
Value  Line. 

SEE  FOR  YOURSELF 
-AND  SEE  WHY 

We  invite  you  to  discover  The 
Value  Line  Investment  Survey  for 

yourself  under  our  30-day  money- 
back  guarantee:  If  you  are  dissatis- 
fied with  Value  Line  for  any  reason, 
return  the  material  within  30  days 
for  a  full  and  prompt  refund. 

The  coupon  below  will  bring  you 
every  week,  for  the  term  you  check, 
full-page  reports  on  about  105  dif- 
ferent stocks  and  analyses  of  their 
industry  groups  .  .  .  plus  the  12- 
page  Weekly  Summary  of  Advices  & 
index,  giving  you  Value  Line's  lat- 
est determinations  of  what  relative 
price  cfianges  you  can  reasonably 
expect  —  and  when  —  for  each  of 


the  1400  stocks  under  weekly  eval- 
uation by  Value  Line's  70  research 
specialists  .  .  .  plus  the  8-  to  12- 
page  editorial  section,  Selection  & 
Opinion,  which  includes  Value 
Line's  Recommended  Stock  of  the 
week  or  Special  Situation  of  the 
month  and  its  analysis  of  the  brusi- 
ness  and  stock  market  outlook.  In 
addition,  you  will  receive  Value 
Line's  monthly  Special  Report  on 
Officer-Director  Transactions  and 
the  quarterly  Special  Report  on  In- 
vestment Company  Transactions. 

BONUS  "With  the  annual  or  3- 
month  trial  subscription.  Value 
Line  will  ship  to  you  immediately 
its  2-volume  Investors  Reference 
Library,  which  will  give  you  the  lat- 
est reports  on  all  1400  stocks  that 
have  been  published  prior  to  your 
subscription.  During  the  subscrip- 
tion period  all  1400  full-page  re- 
ports will  be  revised  and  updated 
systematically  every  13  weeks. 

With  Value  Line  in  your  office  or 
library,  you  will  be  able  to  find  ob- 
jective and  current  appraisals  of 
the  stocks  you  buy  ...  or  sell  .  .  . 
or  keep. 


In  fairness  to  regular  subscribers,  who  pay 
S167  a  year  tor  The  Value  Line  Investment 
Survey,  we  cannot  make  the  $5  trial  for  4 
weeks  of  service  available  to  anyone  who  has 
already  had  such  a  trial  within  the  past  s 
months. 


I  I — I  ONE  YEAR- $167 
I  I I  (52  EDITIONS) 


□  3-MONTH  TRIAL-?  44 
(1 


(13  EDITIONS) 


i 

I  Send  me  the  complete  service  for  the  term  checked  plus 
J  —as  a  bonus— the  2-volume  Investors  Reference  Library 

i  consisting  of  Value  Line  sections  published  during  the 
-    13  weeks  preceding  start  of  this  subscription. 
D  Payment  enclosed  D  Bill  me 


□  FOUR-WEEK  TRIAL-$5 
(4  EDITIONS) 

Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service  for  $5.  I  enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 

Name  (please  print) 


Address 


City. 


-AA16-53 


.  State 


Zip 


I 


(Subscr/pfion  fees  are  deductible  lor  income  tax  purposes.  N.Y.C.  residents, 
please  add  5%  sales  tax;  other  N.Y.  State  res/dents,  add  applicable  sales  tax.) 

THE  VALUE  LIIVE 

IIVVESTMEIVT   SURVEY 

Published  by  Arnold  Bernhard  &  Co.,  Inc. 
S  EAST  44th  STREET,  NEW  YORIC,  N.  Y.  10017 

(No  issignment  ol  ibis  »(irecmer)t  will  be  mide  without  subscriber's  consent.) 

VALID  UNTIL  APRIL  30,  1968 
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Like  high  flying  stocl(s? 


...Have  a 
parachute 
handy 


Oh!  Those  wonderful  men  in  their  high 
flying  stocks!  But  watch  for  that  sudden 
downdraft! 

A  penetrating  analysis  of  the  market's 
major  trend  can  often  help  the  aggressive 
investor  avoid  the  sharp  downdrafts  that 
inevitably  occur  in  many  high  flying  stocks. 
To  review  our  thinking  on  the  dominant 
trends,  send  for  this  — 

SPECIAL  TRIAL  OFFER 
5  full  weeks  of  Investors  Research  Reports. 
These  reports  cover  600  leading  stocks  and 
provide  other  valuable  information,  PLUS 
the  booklet,  "A  Positive  Investment  Pro- 
gram"—all  by  air  mail  for  only  $1.  rill  in 
this  coupon  now. 


INVESTORS  RESEARCH  COMPANY 

Dept.  F3,  924  Laguna  Street, 
Santa    Barbara.    California    93102 

For  $1  please  air  mail  my  trial 
subscription  plus  your  Positive 
Investment  Program. 


Name 

Address 
City 


-State 


-Zip 


Relative  Strength  and 

ULTRA  HIGH  VOLUME 

by  ELECTRONIC  COMPUTER 
Compustrength®  Report 

Every  Wednesday,  the  ratio  of  the  closing 
price  of  each  NYSE  and  ASE  stock  is  taken 
against  its  moving  average  price  for  each  of 
the  time  periods;  10,  20,  and  30  weeks.  If  a 
plus  percentage  results,  it  signifies  the  current 
price  is  above  its  moving  average  for  that 
period.  A  minus  percentage  shows  it  is  below 
its  moving  average.  The  higher  the  plus  per- 
centage, the  stronger  the  stock:  the  lower  the 
percentage,  the  weaker  the  stock. 

In  the  same  fashion  COMPUSTRENGTH  cal- 
culates the  normal  or  average  volume  of  each 
NYSE  and  ASE  stock  for  10.  20,  and  .30  week 
oeriods  and  then  gives  the  percentage  by 
which  the  current  Wednesday  closing  volume 
is  above  or  below  its  moving  average. 

Special    Features 

COMPUSTRENGTH  lists  separately  the  25 
stocks  on  both  the  NYSE  and  ASE  which:  1. 
Have  the  highest  volume.  2.  The  strongest  rela- 
tive strength.  3.  The  weakest  relative  strength. 
Each  for  10,  20,  30  weeks!  COMPUSTRENGTH 
also  marks  with  an  •  every  stock  which  has 
gone  from  a  minus  to  a  plus,  or  a  plus  to  a 
minus,  percentage. 

Special  Introductory  Offer 

Prove  to  yourself  that  this  revolutionary  new 
service  can  help  you  pinpoint  your  selection  of 
stocks  and  systematize  your  timing.  Try  our 
special  introductory  subscription  of  four  issues 
and  explanation  sheet  for  .just  .?20.00. 

Send  this  ad  and  check  with  your  name  and 
address  to: 

CHARTCRAFT,    INC.,    Dept.    F-153 

1  West  Ave.,  Larchmont.  N.Y.  10538 
N.Y.  City  add  5%  Tax,  N.Y.  State  2% 


THE  MARKET  OUTLOOK 

by  SIDNEY  B.  LURIE* 


The  New  Leaders 


Contrary  to  my  hopes  and  expecta- 
tions, February  has  been  reminiscent 
of  1966  and  1962.  Why?  Externally, 
the  nation's  mood  is  perhaps  more  one 
of  frustration  and  futility  than  quiet 
confidence  in  the  greatest  boom  the 
world  has  ever  known.  Internally,  the 
December-January  correction  of  the 
excessive  valuations  previously  ac- 
corded the  tired  stock-market  leaders 
of  1967  damaged  speculative  psy- 
chology. The  combination  of  the  two 
'"rubbed  off"  on  the  over-all  stock- 
price  structure.  But  I  suspect  the  spec- 
ulative soul-searching  now  taking  place 
may  be  leading  to  undue  emphasis  on 
the  negative  side  of  the  market  coin. 
For  example,  the  accent  on  the 
negative  implications  of  the  currently 
high  rate  of  consumer  savings  over- 
looks the  fact  that  the  consumer 
meanwhile  is  paying  off  old  debts  and 
improving  his  ability  to  take  on  new 
obligations.  In  other  words,  not  only  is 
the  backlog  of  ultimate  demand  stead- 
ily increasing — for  goods  wear  out, 
models  change,  etc. — but  so  is  the  pur- 
chasing power  with  which  to  satisfy 
these  needs.  It  may  even  be  possible  to 
build  a  case  that  the  1968  business 
pattern  will  be  different  from  the  pop- 
ular forecast,  with  the  second  half 
better  than  the  first.  The  very  fact  that 
the  consumer  hasn't  been  spending 
wildly  could  mean  that  the  upturn 
won't  quickly  run  out  of  steam.  Also, 
today's  restraints  mean  less  of  a  strain 
on  the  nation's  credit  resources,  less 
possibility  of  another  destructive  credit 
"crunch."  While  Federal  Reserve 
Board  policy  will  be  influenced  by 
many  considerations,  restraints  which 
precipitate  a  recession  are  unlikely. 

Above-Average  Prospects 

McGraw-Edison  has  the  potential  of 
a  roughly  10%  gain  in  sales  and  a 
20%  improvement  in  earnings  this 
year.  The  utility  equipment  division 
(transformers,  circuit  breakers,  etc.) 
has  the  benefit  not  only  of  huge  back- 
logs and  increased  capacity,  but  serves 
a  customer  whose  business  doubles 
every  ten  years.  Secondly,  incoming 
orders  are  excellent  in  the  company's 
consumer  goods  division  (toasters, 
power  tools,  washing  machines,  etc.) 
where  McGraw  has  a  broader  product 
line  at  a  wider  price  range  than  its 
competition.    Thirdly,    the    industrial 


equipment  division  (commercial  laun- 
dry and  dry-cleaning  equipment,  com- 
plicated fuses  for  the  utility  industry 
as  well  as  simple  ones  for  household 
use,  etc.)  should  be  free  of  the  internal 
problems  that  hampered  1967  divi- 
sion results.  I  think  McGraw-Edison 
(recently  around  35  and  paying 
$1.40),  with  a  better-than-$3  earnings 
potential  for  this  year  as  against 
roughly  $2.60  per  share  earned  in 
1967,  is  an  excellent  value. 

I  can  also  enthuse  about  the  spec- 
ulative possibilities  in  A.O.  Smith 
(around  34,  paying  $1.20)  and  not 
just  because  the  company  is  the  largest 
manufacturer  of  automobile  frames 
(with  General  Motors  the  big  cus- 
tomer). Rather,  I  believe  A.O.  Smith 
has  changed  character  in  the  past  five 
years,  has  the  benefit  of  new  divisions 
with  special  growth  possibilities,  and 
has  some  internal  pluses  for  1968.  For 
example,  the  Harvestore  division  en- 
joys an  excellent  long-term  outlook, 
for  a  revolution  is  taking  place  in  crop 
storage  and  handling.  The  company's 
electric  motor  and  controls  division 
also  enjoys  a  bright  outlook,  for  A.O. 
Smith  is  a  prime  supplier  to  the  fast- 
growing  air-conditioning  and  refrigera- 
tion industries.  I  believe  A.O.  Smith 
could  earn  about  $5  per  share  this 
year  as  against  $3.87  in  1967  and 
$3.51  in  1966  (adjusted  for  a  recently 
paid  5%  stock  dividend). 

The  fact  that  these  are  low-multiple 
stocks  with  above-average  prospects 
points  up  the  opinions  I  offered  at  the 
year's  end:  1 )  Apart  from  the  fact  that 
styles  in  speculation  always  change, 
the  so-called  science-fiction  or  high- 
technology  companies  possessed  price 
vulnerability  rather  than  a  price  ap- 
preciation potential.  2)  The  historic 
difference  in  valuations  between  the 
so-called  special  growth  companies  and 
the  more  standard  issues  was  likely  to 
narrow  in  1968.  3)  This  was  also  like- 
ly to  be  a  year  when  certain  stocks 
could  be  attractive  for  purchase  in  the 
face  of  cautionary  behavior  in  the 
averages.  I  believe  this  general  invest- 
ment philosophy  is  still  valid,  for  the 
changes  that  have  taken  place  within 
the  market  during  the  past  60  days 
have  introduced  the  stock-market 
leaders  of  1968. 

*Mr.  Lurle  is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Josephthal  &  Co. 


66 


FORBES,  MARCH  1,  1968 


■  J 


Both  depend  on  the 

beneath-the-surface  investment  approach 

that  only  Barron's  offers. 


One  man  makes  more  than  twice 
as  much  as  another — yet  they 
both  read  Barron's.  Why?  Because 
only  Barron's  gives  them  invest- 
ment facts  they  can't  find  any- 
where else.  Because  Barron's  gives 
them  a  special  kind  of  coverage, 
with  an  unusual  degree  of  back- 
ground, that  enables  them  to  in- 
vest wisely. 

Barron's  is  more  than  a  business 
magazine,  financial  newsletter,  or 
investment  weekly.  It's  all  three 
combined  in  one,  plus  something 
more.  Written  for  those  who  make 
up  their  own  minds  about  their 
own  money,  Barron's  gives  in- 
depth  coverage  of  significant  eco- 
nomic, political  and  business 
events.  Barron's  readers  include 
74,090  corporate  directors  and 
16,456  executives  with  firms  whose 
gross  sales  top  $500,000,000  yearly 


— people  who  base  investment  de- 
cisions on  facts,  not  fancy. 

Barron's  brings  you  succinct, 
lucid  stories,  meaningful  informa- 
tion and  authoritative  opinion 
from  which  you  can  draw  hard- 
core investment  conclusions.  Bar- 
ron's covers  Wall  Street  and 
Washington.  Mergers  and  new 
products.  Management  strategy. 
Corporate  financing.  The  interna- 
tional scene.  Barron's  goes  where 
investment  news  is — and  is  about 
to  be  made. 

Not  like  a  daily  newspaper  or  a 
skim-through  magazine,  but  with 
a  special  outlook  keyed  to  readers 
for  whom  investments  are  a  very 
real  and  important  part  of  life.  To 
such  a  reader,  Barron's  brings  a 
unique  perspective — a  hard  look 
instead  of  a  glimpse  into  the  fac- 
tors, people,  and  events  that  affect 


values  of  stocks,  bonds,  real  estate, 
commodities — all  investments. 

Whether  your  investment  hold- 
ings are  large  or  small,  you  should 
become  a  Barron's  reader.  See  for 
yourself  how  this  unique  weekly 
can  give  you  money-making  in- 
sights you  are  not  likely  to  find 
anyplace  else. 

Barron's  is  500  a  copy  at  most 
newsstands;  $18  for  a  year's  sub- 
scription. Try  it,  and  you'll  agree 
— you  should  be  reading  Barron's 
every  week. 


BARRON'S 

National  Business  and  Financial  Weekly 

A  Dow  Jones  Publication 

30  Broad  Street,  New  York,  N.  Y.  10004 


WHAT  MAKES 


m^ 


INVESTMENT  ADVISORY  SERVICE 


All  investment  advisory  services  are  not 
alike.  Bulletin-type  services  are  designed 
for  mass  consumption  and  cannot  be 
written  specifically  for  you.  On  tfie  other 
hand  specialized  and  technical  services 
are  not  broad  enough  to  build  a  well- 
balanced  portfolio  which  we  believe  Is 
necessary  if  safety  as  well  as  growth  is 
to  be  considered. 

BABSON'S    INVESTMENT   ADVISORY 
SERVICE    IS    DIFFERENT 

•  Babson's  analyzes  your  portfolio  and 
gives  you  an  investment  plan  tailored 
especially  for  you.  Your  registered  securi- 
ties will  be  under  the  constant  surveil- 
lance of  Babson's  Research  Department 
and  you  will  be  immediately  notified  when 
our   opinion    changes   on    any   of   them. 

•  You  will  be  assigned  a  professional  in- 
vestment advisor  with  whom  you  may  con- 
sult at  any  time  by  mail,  wire,  phone,  or 
in  person.  •  As  a  Babson  client  you  will 
also  receive  the  famous  Investment  and 
Barometer  Letter  to  help  keep  you  alert 
to  economic  developments  and  stock- 
market  trends.  This  informative  letter 
throughout  the  year  will  bring  you  re- 
search reports  on  hundreds  of  stocks 
and  bonds  in  vital  industries.  •  The 
Babson  Investment  Advisory  Service  is 
directed  toward  growth  of  your  investment 
portfolio  both  in  terms  of  income  and 
appreciation. 

A  flat  fee  of  $180.00  a  year  covers  the 
complete  service,  regardless  of  the  dollar 
value  of  your  portfolio. 

BABSON'S  IS  DIFFERENT  IN  MANY  WAYS 

—  perhaps  the  greatest  of  these  is  Bab- 
son's 65  years'  experience  in  the  invest- 
ment advisory  field. 

We  would  be  delighted  to  send  you  a 
FREE    BROCHURE    describing    in    detail 
how  Babson's   Investment  Advisory  Ser- 
vice may  be  of  great  benefit  to  you. 
Simply  mail  the  coupon  below. 


Babson's  Reports   Inc., 

Weilesley  Hills,  Mass.  02181,  Dept  F-250 

Send  tree  brochure  on  Babson's 
$180  Investment  Advisory  Service. 


Name. 


Street  &  No. 


City. 


.State. 


-2lp- 


,1904 


1968 


BABSOIS'S  REPORTS  Ino. 

WELLESLEY  HILLS,  MASS.  02181 
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OVERSEAS  COMMENTARY 

by  GEORGE  J.  HENRY 

Popular  British  Tobaccos 


Of  the  handful  of  British  companies 
listed  on  the  American  Stock  Ex-  - 
change,  four  are  tobacco  issues.  This 
is  a  tribute  to  the  standing  the  tobacco 
industry  had,  once  upon  a  time,  in 
investment  portfolios;  and  even  today 
holdings  in  the  two  British  giant  com- 
panies, British  American  Tobacco  Co. 
Ltd.  and  Imperial  Tobacco  Co.  Ltd., 
(of  Great  Britain  and  Ireland),  are 
sufficiently  wide  to  warrant  an  exami- 
nation of  their  current  standing. 

British  American  Tobacco  was  origi- 
nally formed  to  acquire  the  foreign  as- 
sets of  Imperial  Tobacco.  Today  its 
business  consists  of  overseas  sub- 
sidiaries which  manufacture  tobacco 
products  in  many  countries.  The  best- 
known  of  these  is  the  American  sub- 
sidiary. Brown  &  Williamson.  In 
addition,  British  American  handles  the 
export  business  of  Imperial  Tobacco 
and  of  Gallagher's  Tobacco. 

British  American  has  an  impressive 
investment  portfolio,  and  in  recent 
years  its  very  strong  liquid  position  has 
been  used  to  achieve  diversification 
outside  the  tobacco  industry.  Its  most 
notable  diversification  venture  has 
been  the  purchase  of  the  Yardley  cos- 
metics concern,  which  is  known  all 
over  the  world,  and  is  well  established 
in  the  cosmetics  business  in  the  U.S. 
In  the  tobacco  business,  44%  of  the 
outstanding  capital  of  Imperial  To- 
bacco of  Canada  is  owned  by  British 
American  Tobacco. 

As  far  as  its  subsidiaries  are  con- 
cerned. Brown  &  Williamson  has  per- 
formed extremely  well  in  recent  years, 
and  currently  is  probably  going 
through  a  period  of  consolidation  be- 
fore resuming  its  advance.  In  Germany 
the  slowdown  in  the  economy,  com- 
bined with  high  tobacco  taxes,  has  led 
to  a  period  of  stagnation.  The  com- 
pany's operations  in  Asia  and  in  Latin 
America  are  growing  well. 

The  current  price  of  the  stock  is 
around  $12.50,  which  gives  a  yield  of 
about  3%  %  on  last  year's  dividend 
The  devaluation  of  sterling  will,  of 
course,  help  the  company's  profits 
prospects  since  its  earnings  are  derived 
almost  entirely  from  overseas  opera- 
tions. Though  BAT's  record  may  not 
be  exciting,  the  rate  of  compounded 
annual  growth  over  the  past  ten  years 
amounted  to  approximately  6%.  The 
stock  is  selling  at  about  ten  times  esti- 


mated earnings  (after  devaluation), 
and  it  certainly  should  be  retained  for 
long-term  considerations. 

Imperial  Tobacco  is  selling  at 
around  $10,  yielding  somewhat  less 
than  6%.  It  too  is  selling  at  approxi- 
mately ten  times  estimated  earnings 
for  the  year  ended  October  1967.  The 
high  yield  on  this  stock  makes  the 
shares  attractive,  especially  in  view  of 
its  28.5%  investment  in  BAT,  as  well 
as  other  trade  investments  counting  for 
approximately  60%  of  the  market  val- 
uation of  the  company. 

Long-Term   Prospects 

The  company  manufactures,  among 
other  brands,  the  very  popular  Play- 
ers cigarettes.  It  has  made  some  efforts 
to  diversify.  It  owns  the  Bewlay  & 
Finlay  shops  and  kiosks  in  England. 
It  has  some  interest  in  potato  crisps, 
and  is  developing  its  business  in  plas- 
tic products,  knitted  textiles  and  educa- 
tional and  scientific  developments 
(teaching  machines  and  programs).  It 
recently  acquired  the  English  H.P. 
Sauce  Co.  for  over  £22  million.  How- 
ever, in  spite  of  attempts  to  diversify, 
profits  from  its  nontobacco  business 
are  not  expected  to  amount  to  more 
than  7%  of  its  total  profits.  Here 
again  we  have  a  company  which  has 
done  well,  though  not  spectacularly, 
over  recent  years.  Significant  gains  in 
future  profits  will  have  to  come  from 
its  nontobacco  business,  but  the  pros- 
pects for  this  seem  to  be  good,  and  in 
view  of  its  extensive  holdings,  the 
stock  appears  to  have  good  long-term 
prospects. 

Both  BAT  and  IMP  would  appear 
to  be  well  worth  retaining  in  a  well- 
diversified  portfolio,  but  they  are  hard- 
ly the  type  of  stock  one  would  rush 
out  to  buy  at  this  moment.  The  activ- 
ity in  New  York  is  not  particularly 
impressive  in  either  stock.  In  the  Lon- 
don market  both  are  among  the  most 
heavily  and  easily  traded  issues. 

The  most  interesting  recent  factor  in 
the  London  market  has  been  the  con- 
tinuous announcement  of  new  and 
larger  mergers.  Major  amalgamations 
of  banks,  of  electrical  firms,  of  auto- 
mobile firms  are  continuously  tak- 
ing place.  Some  of  the  corporations 
emerging  are  of  giant  size  and  will 
be  well  worth  considering  in  future 
columns.  ■ 
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Know  a  Stock's  Record  Before  You 


Buy-Hold-Sell 

Get  the  facts  in  FINANCIAL  WORLD'S 

Single  compact  volume 

Giving  the  complete  12 -year 
Record  of  ALL 'Big  Board' 
Common  Stocks 


PRESS^ 


WS6-i967         I 


Nowhere  else  can  you  find  as  quickly  and 
easily,  or  at  lower  cost,  each  stock's  per 
share  Performance  Record  over  the  past  12 
key  years — essential  facts  and  figures  you  as 
an  investor  need  in  order  to  judge  the  invest- 
ment value  of  stocks  you  own  or  consider 
buying. 

Price  Range 
Dividends 
Stock  Splits 
Earnings' 

'1967  tarningi  as  available  up  to  pre»  data 

You  can't  determine  a  stock's  current  value  unless 
you  have  its  earnings  and  dividend  records  of  pre- 
vious years;  and  you  can't  compare  current  prices 
with  former  prices  unless  you  have  a  record  of  the 
hundreds  of  stock  splits  over  the  last  twelve  years. 


BUY  IT  for  only  $220  .  .  . 

OR  GET  IT  AS  A  BONUS 

WiTH  THIS  UNUSUAL  $5  OFFER! 


1956-1967 
Each  Year's: 


Valuable  Added  Feature 

The  Stock  Record  Book  also  contains  the  12- 
year  (1956-1967)  record  of  the  Leading  Mutual 
Funds  showing  Piich  ve;)r'<; 

CAPITAL  GAINS   •    INVESTMENT  INCOME 
NET  ASSET  VALUE    •   SALES   CHARGES 


Here  are  the  facts  you  need  lo 
invf!<t  mure  kiioHl<-(l<:<-alily  .  .  . 
tclli^cntly   .   .  .   more   />ro/ifn6/r.' 


help    you 
more    in- 


You  will  receive  the  Record  Book  plus  a  12-week  Trial  Subscription  to 
FINANCIAL   WORLD'S   Comprehensive    Investment   Service — developed 
and  refined  through  FINANCIAL  WORLD'S  more 
than  65  years  of  successful  experience. 

And  Your  ^5  Brings  You  . . 

12  Issues  of  FINANCIAL  WORLD,  .\mcri- 
ca's  i»iunffr  iiivesiiin:iit  wcfkly.  Ko- 
ciiM-d  lit)  KivinK  you  siiiind  stuck  values, 
liroviilinK  continuous  direction  on  hun- 
dreds of  issues.  Detailed  reports  on 
selected  securities  .  .  .  Company  and 
industry  surveys  .  .  .  .Market  outlook 
,  .  .  Developing  trends  .  .  .  Supervised 
uroiip''  of  issues  (or  every  investment 
•..'■lal  .  .  .  .Mutual  Fund  Department  .  .  . 
I'verythinK  to  help  yon  profit  in  any 
kind  of  market.  ( /.'  copies  of  the  maya- 
:iiii-  alone  on  newsstand,  $6.) 

3  MONTHLY  updated  supplements  of  "IN- 
DEPENDENT APPRAISALS"  ..f  up  to  1,900 

h>n-.l    -t'jik^.   .Icl.iiliil   diK'-'ts  of  prices, 

'  1  arninus,       dividends      plus      our      own 

K.ATINGS  of   investment   value.    (.Sim- 

lUir  iiiiule^  7ivuld  cost  up  to  $24  a  year.) 

AOVICE-BY-MAIL  as  often  as  once  a  week 
for  12  weeks-  -our  hest  opinion  on 
whether  to  buy,  sell,  holil  any  stock 
viju  inquire  about  that  interests  you 
at  the  particular  time.  (.Not  available 
alone  at  any  price.) 


FINANCIAL  WORLD  "' 

Dept.  FB-31.  17  Bottery  Place.  New  York.  N.  Y.  10004 

For  payment  enclosed  please  enter  my  order  for: 

Copies  of  yoiu-  new  1956-1967  Stock  Record  Book  at  $2.20  each, 

G  12-Weeks'  Trial  Subscription  to  FINANCIAL  WORLD'S  complete  in- 
vestment service  including  Stock  Record  Book — all  for  $5. 


Name 
Address 
City  .  .    . 
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state     . . . 

This  subscription  is  not  assignable. 


Zip 
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Take  Your  Choice  But  Act  Now! 

Only  one  edition  of  the  Stock  Record  is 
published  each  year  and  the  supply  is  lim- 
ited. So  whether  you  buy  the  new  Stock 
Record  Book  or  get  it  as  a  BONUS  with  a 
12-week  trial  subscription  to  FINANCIAL 
WORLD  and  its  Added  Services,  be  sure 
to  order  at  once.  Fill  out  and  mail  the  cou- 
pon today  to  assure  delivery  without  delay. 

Absolute  money-hack  guarantee  if  not 
satisfied  within  30  days. 


I 


I 

i 


i 
i 


i 

i 

i 

p 
i 

$ 
% 


I 


FORBES,  MARCH  1,  1968 


69 


Ever  Spend  $500 
for  "Good  News"? 

There's  lots  of  "Good  News"  that  isn't. 
Irresistible  tips  and  rumors  that  prove 
costly  even  to  seasoned  investors. 
Helping  i rained  minds  spot  this  kind 
of  thing  is  just  one  of  the  things  we 
do.  As  educators,  not  an  advisory  serv- 
ice, we've  helped  5,300  graduates  over 
the  past  37  vears  acquire  the  skills 
needed  for  practical,  effective  market 
judgment. 

We'd  like  to  show  you  how  to  tap  ma- 
jor market  trends  as  they  develop  .  .  . 
how  the  wealth  of  buy-sell  decisions 
made  daily  in  behalf  of  a  stock  can 
point  to  its  critical  moment  of  break- 
through, its  profit  and  risk  factors  .  .  . 
how  personal  coaching  and  "paper 
trades"  without  capital  can  perfect 
vour  strategy,  tactics  and  timing. 
Our  brochure  is  yours  for  the  asking. 
It  explains  how  you  can  develop  the 
power  needed  to  become  your  own 
stock  market  confidant. 
.And  that  just  might  be  the  kind  of 
good  news  you  can  live  with. 
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Dept.  Fi>02,  778  Busse  Highway 
Park  Ridge,  Illinois  6U068 

Without  charge,  please  mail  me  a  brochure 
describing  the  Wvclsoff  Course  in  Stocl<  Mar- 
l<et  Science  &  Technique. 

NAME 

ADDRESS 

CITY ZIP  CODE 


T.  ROWE  PRICE 

GROWTH  STOCK 

m.  FUND,  INC. 

I.  19S0 

A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund   Inc 

One  Charles  Center,  Dept.  B 

Baltimore,  Md.  21201  Phone  (301)  539-1992 


The  Funds 


CLEARER  FISHBOWL 

The  mutual  funds  have  always 
claimed  they  operated  in  a  fishbowl. 
The  disclosures  a  fund  must  make  in 
its  prospectus,  it  was  said,  gave  out- 
siders a  clearer  view  into  the  workings 
of  a  fund  than  into  almost  any  other 
business.  But  before  this,  funds  had 
to  report  only  those  stocks  they  owned 
at  the  end  of  each  quarter.  Now,  ac- 
cording to  a  new  Securities  &  Exchange 
Commission  ruling,  they  must  report 
to  the  SEC  all  portfolio  transactions — 
including  stocks  bought  and  sold  with- 
in a  quarter.  These  reports  may  be 
examined  in  the  SEC's  public  refer- 
ence file  in  Washington. 

First  Look.  The  first  reports,  for  the 
last  quarter  of  1967,  show  that  many 
funds  do  far  less  short-term  trading 
than  Wall  Street  traders  have  claimed. 
Gerald  Tsai's  Manhattan  Fund, 
thought  to  typify  "in-and-out"  port- 
folio management,  sold  only  one  stock 
it  had  bought  in  the  same  quarter — 
1,500  shares  of  Berkey  Photo — but 
at  the  end  of  the  quarter  still  owned 
75,000  shares  of  the  stock.  The  same 
thing  was  true  for  the  big  Dreyfus 
Fund,  also  considered  a  fast-moving 
money  manager.  Dreyfus  acquired 
2,550  shares  of  Bassett  Furniture  In- 
dustries during  the  quarter,  then 
cleaned  out  its  entire  position  of  7,750 
shares  before  the  quarter's  end.  Drey- 
fus sold  because  the  price  action  of 
the  stock  convinced  the  fund  that  it 
couldn't  build  up  a  meaningful  posi- 
tion. But  with  this  exception,  Dreyfus 
held  onto  every  stock  it  bought  dur- 
ing the  quarter. 

Other  funds  did  more  short-term 
trading.  Ivest  Fund,  for  example, 
bought  and  then  eliminated  during  the 
quarter  152,500  shares  of  Dynalectron 
Corp.,  20,000  shares  of  Ling-Temco- 
Vought,  20,600  shares  of  National 
Cash  Register  and  1,000  shares  of 
Photon  Inc.  Among  Winfield  Growth 
Fund's  short-term  transactions  were 
the  purchase  and  sale  of  21,500  shares 
of  Allis-Chalmers,  7,300  shares  of  Al- 
tamil  Corp.,  9,100  shares  of  Gulf  Re- 
sources &  Chemical  and  13,000  shares 
of  Gulton  Industries.  Supervised  In- 
vestors Growth  bought  and  sold  20,000 
shares  of  Amphenol  Corp.  and  11,000 
shares  of  Motorola. 

By  definition,  short-term  trading 
doesn't  make  much  sense  for  a  fund. 
Any  gains  so  made  classify  as  dividend 
income,  not  as  capital  gains  or  growth 
in  net  asset  value — the  two  figures 
that  together  best  measure  a  fund's 
performance  and  help  its  sales.  At  the 
same  time,  however,  it  is  understand- 


able  that   a   fund   sometimes   quickly  , 
realizes   it   has   made   a   mistake   and 
wants  out. 

Different  Styles.  The  new  reports 
show  that  such  funds  as  Dreyfus  and 
Manhattan  either  want  a  stock  or  don't 
-want  it.  Dreyfus,  for  example,  com- 
pletely eliminated  positions  of  76,300 
shares  of  Armour,  232,900  shares  of 
Cities  Service,  37,600  shares  of 
CTS  Corp.,  253,000  shares  of  General 
Dynamics,  164,370  shares  of  General 
Motors  and  168,600  shares  of  General 
Tire.  It  also  established  several  new 
positions  including  20,000  shares  of 
Chock  Full  O'  Nuts,  56.500  shares 
of  Control  Data  and  160,300  shares  of 
Holly  Sugar. 

Manhattan  Fund  did  the  same. 
President  Gerald  Tsai  Jr.  completely 
eliminated  positions  of  175,000  shares 
of  Continental  Air  Lines,  150,000 
shares  of  Eastern  Air  Lines,  360,000 
shares  of  Greatamerica  Corp.,  1 15,000 
shares  of  RCA,  92,700  shares  of  SCM, 
140,000  shares  of  Syntex.  65,000 
shares  of  TWA,  30,000  shares  of 
United  Aircraft  and  85,000  shares  of 
United  Air  Lines.  He  bought  entirely 
new  positions  of  100,000  shares  of 
Hess  Oil  &  Chemical  and  65,000  shares 
of  Teledyne  and  added  to  some  of  his 
current  favorites,  such  as  Ling-Temco- 
Vought,  Occidental  Petroleum  and 
Sperry  Rand. 

But  hard  to  understand  are  funds 
that  both  buy  and  sell  stocks  they ; 
like.  Ivest,  for  example,  both  bought  i 
and  sold  shares  in  American  Research 
&  Development,  Avon,  Baxter  Labora- 
tories, Fairchild  Camera,  Itek,  Sperry 
Rand,  Teledyne  and  Xerox.  Yet  ths 
fund  still  owned  big  positions  in  all 
these  stocks  at  the  end  of  the  quarter. 
Fidelity  Trend  Fund  both  bought  and 
sold  shares  in  Addressograph-Multi- 
graph.  Allied  Chemical,  American 
Metal  Climax,  Amphenol,  Avco  and 
so  on  through  the  alphabet,  yet,  at  the 
quarter's  end,  the  fund  still  had  posi- 
tions in  those  stocks.  Fidelity  Capital 
both  bought  and  sold  shares  in  Avco, 
Bausch  &  Lomb,  Control  Data,  Fair- 
child  Camera  and  GE. 

Why  does  a  fund  carry  on  so  much 
buying  and  selling  in  a  stock?  The 
fund  managers  have  reasons,  and  since 
they  are  investment  reasons  they  most- 
ly keep  them  quiet.  "This  is  a  fast-mov- 
ing period,"  says  Fidelity's  D.  George 
Sullivan.  "Everything  has  speeded  up, 
and  I  think  this  has  affected  the  art 
of  portfolio  management."  But  fund 
critics  say  that  such  "churning"  leads 
to  charges  that  the  funds  are  just  try- 
ing to  generate  brokerage  commissions 
with  which  to  reward  salesmen  who 
push  the  fund.  They  also  suspect  that 
the  funds  might  be  tempted  to  manipu 
late  the  market  in  certain  stocks. 
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I  But  to  many  it  is  a  sign  of  the  times. 
jSome  of  these  funds  are  simply  act- 
pg  like  overgrown  customers"  men  at 
\\e  end  of  a  bull  market,"  says  one 
tortfolio  manager.  Whatever  the  rea- 
bn.  the  logic  for  short-term  trading 
i  so  bad  that  it  can  only  increase  the 
jressure  for  closer  scrutiny  of  the 
unds.   The   SEC  is  already   planning 

thorough  investigation  of  the  in- 
htutions  (Forbes.  Feb.  15).  and  the 
ew  short-term  reporting  is  just  the 
[Cginning. 

k  HEDGE  FUND  FOR  EVERY  MAN 

Phe  most  gl.\morous  of  the  past 
Bw  years'  institutional  investors  have 
een  the  hedge  funds,  which  hedge 
eainst  a  market  decline  by  selling 
nort.  They  also  borrow  to  give  their 
erformance  more  leverage.  Most 
edge  funds  have  been  the  private 
reserve  of  rich  speculators,  and 
lerefore  unregistered  with  the  SEC. 
Over  a  year  ago,  Hubshman  Fund, 
public  hedge  fund,  managed  to  get 

E  prospectus  through  the  SEC.  But  its 
ares  carried  no  load,  it  sold  poorly, 
d  total  assets  are  only  S7  million. 
Opening  the  Gates.  Last  month  saw 
1e  birth  of  the  first  really  big  hedge 
und   for  the  public.   Hedge  Fund  of 
America,  a  load  fund,  sold  $60  million 
h  of  its  shares  through  a  syndicate 
jj    by    Walston    and     Rauscher 
^erce.  The  sale  was  quite  an  achieve- 
for  27-year-old  Charles  Hurwitz. 
.    Jent  of  the  new  fund,  because  he 
id   what    a   dozen    money    managers 
ave  been  talking  about  for  over  a  year. 
Hurwitz,   who  ran  a  private   hedge 
nd  in  Texas,  hired  the  Boston  law 
rm  of  Sullivan  &  Worcester,  lawyers 
r   Fidelity   Fund   and   Gerald  Tsai's 
anhattan  Fund.  They  helped  get  the 
ew  fund  approved  by  the  SEC  and  by 

II  hut  five  states.  He  also  got  a  blue- 

n  board  of  directors,  including 
v.^Jyne  founder  Dr.  George  Kos- 
letsky.  now  dean  of  Texas  Univer- 
ity's  business  school,  and  former  presi- 
ential   advisor   Paul   W.   McCracken. 

With  a  product  that  was  largely  pre- 
old  by  the  gossip  about  the  private 
ledge  funds,  Hurwitz  had  no  trouble 
etting  up  the  big  underwriting.  His 
mly  problem  now  is  performance.  The 
ublic  buys  funds  when  markets  are 
ligh:  and  a  bad  market  could  disap- 
>oint  many  investors  in  the  new  fund. 

But  Hurwitz  is  quick  to  point  out 
hat  a  hedge  fund  has  an  advantage 
lere.  "If  the  market  is  falling  and  you 
:an  make  money  from  your  short 
ales,  at  least  you  have  money  to  in- 
'est  at  lower  prices."  he  says. 

In  any  case,  the  new  fund  may  be 
mly  the  first  of  a  long  string  of  public 
ledge  funds.  The  glamour  of  their 
•rivate  past  almost  guarantees  thai 
hey  will  be  the  next  public  fashion.  ■ 


Interests  in  Oil  Exploration 


Prudential  Drilling  Funds 


A  balanced  program  to  achieve  diversification 

In  the  exploration  of  Oil  &  Gas  . .  .managed  exclusively 

for  persons  in  the  high  income  tax  bracket 

$10,000,000  1968  Annual  Drilling  Fund 
Series  Sixteen  — 1,000  Units  —  $10,000  Per  Unit 

For  a  prospectus  as  effective  with  the  S.E.C.,  fill  in  and  mail : 
Prudential  Drilling  Funds,  Inc.,  90  Broad  Street,  Nev^  York,  N.  Y.  10004 

Name 
Address 


City 


State 


Zip 


•Note    This  IS  neither  an  offer  to  sell  nor  a  solicilalron  to  buy  any  of  these  securities.  Offering  is 
made  only  by  Prospectus,  copies  of  which  may  be  oblainecJ  m  any  State  from  the  undersigned  or 
brokers  as  may  lawfully  offer  the  securities  in  that  State 

FSC 


RELY... 

on  professional  invesfment 
management  for  your 
portfolio  of  $10,000  or  more 


Hundreds  of  investors  throughout  the  United 
States  and  around  the  world  have  turned  to 
Roger  E.  Spear's  Decision  Management  Plan  to 
direct  their  ccpital  gains  program.  And  no  won- 
der .   .  , 

With  more  than  40  years  of  investment  experi- 
ence, coupled  with  advanced  computer  tech- 
nology and  a  large,  expert  research  staff,  the 
Decision  Management  Plan  represents  the  com- 
plele      investment     service      for     your      portfolio. 

Whether  your  goal  be  retirement,  trovel,  educa- 
tion, or  protection  from  inflation,  the  Decision 
Management  Plan  con  give  you  professional 
assistonce. 

Roger  E.  Spear's  Decision  Management  Plan  fo 
date,  has  proved  parlicularly  helpful  in  achiev- 
ing conservative  capital  growth  for  investors  with 
capital  ranging  from  $10,000  up — men  and 
women  who  appreciate  the  risks  and  seek  the 
rewards  of  a  professionally  managed  common 
stock   portfolio. 

With  our  compliments:  "Declare  Your  Own  Divi- 
dends"— a  32-page  fact-filled  booklet  describing 
how  the  Decision  Management  Plan  con  help 
you. 


SPEAR  &  STAFF.  INC. 
Dept.  MF301 

Investment    Management    Division 
Babson  Park,  Mass.  021 57 


Interested 
in  Tax-Free 
Income? 

Get  more  information 
about  the 


NUVEEN 

TAX-EXEMPT 

BOND  FUIMD 


SERIES  SIXTEEN 

■  It  consists  of  a  $7,000,000  Port- 
folio of  interest  bearing  Public  Bonds 
diversified  among  22  issues  in  15 
states. 

■  In  the  opinion  of  counsel,  interest 
income  from  this  fund  is  totally  ex- 
empt from  all  Federal  Income  Taxes. 

For  free  prospectus,  mall  tfiis  coupon  to: 

JOHN  NUVEEN  Sl  CO. 

(Incorporated) 

209  So.  LaSalle  Street,  Chicago,  III.,  60604 
(312)  Financial  6-2500 

Please  send  me,  without  obligation,  the  prospectus 
and  other  information  concerning  the  Nuveen  Tax- 
Exempt  Bond  Fund. 


Name  ■ 


Address - 

City 

State 


-Zip- 
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No  sales  charge,  no  deduction  for  salesman's  commissions 
There  is  no  redemption  fee 


Minimum  initial  investment  $500°° 


A  hedged  leveraged,  non  diversified  fund  employing  a 
wide  variety  of  highly  speculative  techniques  with  the 
objective  of  possible  appreciation  in  the  value  of  its  shares 


The  Hubshman  Fund,  Inc. 
Please  send  material  to: 


666  Fifth  Ave.  New  York,  N.  Y.  10019 
Telephone  (212)  Circle  7-0001 


NAME. 


STREET. 


CITY_ 


.STATE. 


.ZIP_ 


F31 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schuiz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  York  Stock  Exchange 
120  Broadway,  N.  Y.  10005 


{TkMo 

8>  VALUE 

g 


EGGHEADS 

72%  of  Forbes'  total  adult 
readers  have  been  to  college. 

That's  the  highest  concentra- 
tion of  college  educated  read- 
ers found  in  the  1968  Sim- 
mons Study  of  the  audiences 
of  57  publications. 


(Continued  from  page  14) 

Sir:  I  have  just  finished  reading  i 
interview  with  Marriner  Eccles.  In  n 
opinion  this  is  one  of  the  most  outstan 
ing  articles  that  has  appeared  for  a  loi 
time. 

— Everett  Lande 
Presider 
New  England  Metal  Culvert  C 
Palmer,  Mass. 

Doing  Unto  Others 

Sir:  Regarding  your  editorial  on  car 
pus  demonstrations  critical  to  Do 
Chemical  Co.  (Forbes,  Feb.  1,  p.  12), 
would  like  to  add  the  following.  Tho; 
students  or  campus  groups  who  partic 
pate  should  be  judged  intellectual  hype 
crites  by  their  peers.  They  most  vocal 
demand  the  rights  of  free  speech  and  in 
assembly  for  themselves  and  for  tho 
with  whom  they  agree.  On  the  othf 
hand  they  prevent  others  from  exercisin 
the  very  same  rights — mainly  those  sti 
dents  who  wish  to  consider  employmei 
with   such  companies. 

— Fred  Drlr 
Rogers  City,  Mich. 

Sir:  Regarding  your  editorial,  it  is  nc 
that  Dow  supplies  the  Government,  it 
what    they    supply — napalm    is   not    tire 
or  uniforms. 

— ^J.M.  Chva 
Maplewood,  N.J. 

Misinterpretations 

Sir:  In  your  story  "Not  So  Academic 
(Forbes,  Dec.  15,  1967).  my  remarks  o 
"organizational  problems,  slow-actin 
committees  and  profits  slippage"  at  m 
former  place  of  employment  were  corr 
pletely  misinterpreted.  No  one  denies  thr 
size  begets  organizational  problems  an 
this  is  true  of  Tri-Continental  as  else 
where.  Committees  at  Tri-Continental  d 
not  act  slowly  and  do  not  let  profits  sli 
away. 

— James  F.  Coogai 

Presiden 

B.C.  Morton  Fun 

Boston,  Mass. 

Which  Side  of  the  Ledger? 

Sir:  We  and  undoubtedly  many  othe 
business  firms  with  interests  overseas  ar 
gravely  disturbed  by  the  reported  Ad 
ministration  plan  to  tax  foreign  trave 
indiscriminately  (Forbes,  Feb.  1,  p.  11) 
We  seriously  question  whether  a  travel 
dollar  gap  really  exists.  Business  trave 
is  part  and  parcel  of  the  cost  of  doini 
business.  To  look  at  such  expenses  ii 
splendid  isolation  as  a  "deficit"  is  patent); 
absurd.  The  only  proper  way  in  which  t( 
regard  this  or  any  expense  item  is:  Hov 
much  income  does  it  produce  and  hov 
quickly? 

— Herman  Nieuwenhui; 

President 

Chemical  Projects  Associate: 

New  York,  N.Y. 


72 


FORBES,  MARCH  1,  \%\. 


Southern  California 
Edison  Company 

DIVIDENDS 


The  Board  of  Directors 
has  authorized  the  pay- 
ment of  the  following 
quarterly  dividends: 

ORIGINAL  PREFERRED  STOCK 
Dividend  No.  235 
35  cents  per  share; 

CUMULATIVE  PREFERRED  STOCK, 
4.32%  SERIES 
Dividend  No.  84 
27  cents  per  share. 

The  above  dividends  are 
payable  March  31,  1968  to 
shareholders  of  record 
March  5.  Checks  will  be 
mailed  from  the  Company's 
office  in  Los  Angeles,  March 
29. 

P.  C.  HALE,  Treasurer 
February  15,  1968 
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CONVERTIBLE   BONDS 

ahd  177  convertible  preferred  stocks 
are  charted  by  our  R.H.M.  CONVERT- 
IBLE SURVEY  on  unique  and  inval- 
uable conversion  ratio  charts  which 
pinpoint  buying  opp>ortunities.  Are  you 
fully  conversant  with  convertibles — 
recognize  their  opportunities  when 
they  occur.'  To  introduce  you  to  a 
complete  investment  service  covering 
the  entire  field  of  convertibles,  we 
invite  you  to  send  for  our  FREE  re- 
port on  "Convertible  Opportunities."  It 
is  a  full  explanation  of  convertibles 
which  can  prevent  future  missed  oppor- 
tunities for  you.  There  is  no  obligation. 
Send  to:  "Convertibles,"  Dept.  F-18, 
R.H.M.  Associates,  220  Fifth  Ave.,  New 
York,  N.Y.  10001. 
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THOUGHTS . . .  BUSINESS  OF  LIFE 


Great  Spirit:  Grant  that  I  may  not 
criticize  my  neighbor  until  I  have 
walked  a  mile  in  his  moccasins. 

— Indian  Prayer. 


Truth  generally  is  kindness,  but 
where  the  two  diverge  and  collide, 
kindness  should  override  truth. 

— Samuel  Butler. 


Man  is  a  reasonable  animal  who 
always  loses  his  temper  whsn  he  is 
called  upon  to  act  in  accordance  with 
the  dictates  of  reason.  — Oscar  Wilde. 


It  is  the  triumph  of  reason  to  get  on 
well  with  those  who  possess  none. 

— Voltaire. 


Criticism  is  the  child  and  handmaid 
of  reflection.  It  works  by  censure  and 
censure  implies  a  standard. 

— Richard  G.  White. 


They  have  a  right  to  censure  that 
have  a  heart  to  help. 

— William  Penn. 


Few  people  have  sufficient  wisdom 
to  prefer  censure,  which  is  useful,  to 
praise,  which  deceives  them. 

— La  Rochefoucauld. 


If  you  look  for  fault  in  man,  you'll 
surely  find  it.    — Abraham  Lincoln. 


Praise  is  sometimes  a  good  thing 
for  the  diffident  and  despondent.  It 
teaches  them  properly  to  rely  on  the 
kindness  of  others.  — Letitia  Landon. 


That  best  portion  of  a  good  man's 
life — his  little,  nameless,  unremem- 
bered  acts  of  kindness  and  of  love. 

— William  Wordsworth. 


A  person  entirely  without  shortcom- 
ings and  frailties  would  hardly  be 
lovable.  Only  a  person  with  some 
shortcoming  has  understanding  for  the 
shortcomings  of  others.  And  only 
where  there  is  this  understanding,  is 
there  charity  and  leniency  and  warmth 
between  men.       — Hans  Margolius. 


Gentleness  is  a  divine  trait:  Noth- 
ing  is   so   strong   as   gentleness,    and 
nothing  is  so  gentle  as  real  strength. 
— Ralph  W.  Sockman. 


B.  C.  FORBES 

Be  considerate  of  others;  be 
a  good  teamworker;  commend 
more  and  condemn  less;  be  a 
propelling   force,    not   a    brake. 


Praise  makes  good  men  better  and 
bad  men  worse.    — Thomas  Fuller. 


There  is  not  a  person  we  employ 
who  does  not,  like  ourselves,  desire 
recognition,  praise,  gentleness,  for- 
bearance, patience. 

— Henry  Ward  Beecher. 


Everybody  is  a  bit  right;  nobody  is 

completely  right  or  completely  wrong. 

— Eugen  Rosenstock-Huessy. 


The  readiest  and  surest  way  to  get 

rid  of  censure,  is  to  correct  ourselves. 

— Demosthenes. 


,  The  silence  that  accepts  merit  as 
the  most  natural  thing  in  the  world  is 
the  highest  applause. 

— Ralph  Waldo  Emerson. 


Praises   of  the   unworthy   are   rob- 
beries of  the  deserving. 

— Samuel  Taylor  Coleridge. 


One  type  of  opportunity  is  as  com- 
mon today  as  ever,  and  that's  the  op- 
portunity to  improve  ourselves. 

— WiLLUM  Feather. 


Applause  is  the  spur  of  noble  minds; 
the  end  and  aim  of  weak  ones. 

— Caleb  Colton. 


Abuse  me  as  much  as  you  will:  it 
is  often  a  benefit  rather  than  an  in- 
jury. — Eliphalet  Nott. 


A  clash  of  doctrines  is  not  a  disaster 
— it  is  an  opportunity. 

— Alfred  North  Whitehead. 


It  seemed  so  simple  when  one  was 

young  and  new  ideas  were  mentioned 

not  to  grow  red  in  the  face  and  gobble. 

— Logan  Pearsall  Smith. 


More  than  3,000  "Thoughts,"  in- 
dexed hv  author  and  subject,  are  now 
available  in  a  574-page  book  at  $5.95. 
Send  check  and  order  ic:  Forbes  Inc., 
60  Fifth  Avenue,  l^'ew  York,  N.Y. 
won.  (Sales  lax:  New  York  City, 
add  5%.  Other  parts  of  New  York 
State,   add  2%    to  5%    as  required.) 


A  Text .  .  . 


Sent  in  by  Elinor  Lennen,  Rose- 
mead,  Calif.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life 
is  presented  to  senders  of  texts 
used. 


He  also  that  is  .slothful  in  his  work  is 

brother  to  him  that  is  a  great  waster. 

— Proverbs  18:9 
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MARCH  15, 1968  /  FIFTY  CENTS 


The  Fastest -Growing 
Major  Industry 


Medical  Services 


What's  so  improbable 
about  a  10-year-old 
Alcoa  home  that 
refuses  to  show 
its  age? 


Nothing.  This  home  owes  its  lasting 
youth  to  care-free  Alcoa®  Aluminum! 
Ten  years  ago,  23  futuristic  homes 
were  constructed  for  Alcoa  across   .. 
the  country.  Their  purpose?  To  prove 
Alcoa  Aluminum  makes  most  exterior 
maintenance  a  thing  of  the  past. 
Today,  these  buildings  are  living  proof 
of  aluminum's  care-free  nature. 
And  many  of  the  ideas  featured  in 
these  homes  have  become  standard 


items  in  the  building  industry.  Like 
aluminum  siding  panels.  Aluminum 
soffit  and  fascia.  Aluminum-foil-clad 
insulation.  Aluminum  roofs,  doors 
and  rain-carrying  systems. 
Why  do  improbable  ideas  come  true-at 
Alcoa?  Because  when  it  comes 
to  new  uses  for  aluminum  in  any 


industry,  we  begin  by  believing,  and 
finish  by  proving,  through  total 
involvement. 


Change  for  the  better  with 
Alcoa  Aluminum 
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(He's  obsolete  now  that  salesmen  know  they  can  sell  by  Long  Distance.) 

Salesmen  these  days  are  more  effective.  By  using 

Long  Distance,  they  can  cover  a  broader  market. 

Save  on  traveling  time  and 

expenses.  Increase  effi- 

ciency.  Service  small  accounts.  And  save  more  time 
for  the  family.  A  phone  is  just  a  phone  until  you 
learn  how  to  use  it. 


AT&T 

and  Associated  Comparuti 
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Cadillac  Motor  Car  Division 


^K^    'W 
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One  business  car 

that  is  always  dressed 

to  go  out  for  the  evening. 

Whenever  you  entertain  away  from 
home,  a  Cadillac  is  the  finest  considera- 
tion you  can  show  your  guests.  For  its 
elegant  appearance  and  interiors  of  in- 
comparable comfort  and  luxury  are  sure 
to  be  appreciated.  Why  not  introduce 
your  friends  and  business  associates  to 
the  Standard  of  the  World  the  next  time 
you  get  together.  They're  certain  to 
enjoy  the  pleasure  of  its  company. 


wme 

Standard  of  the  World 
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MEDICINE:  Soaring  costs,  especially  hospital  costs,  have  the  whole 
medical  profession  in  trouble,  is  it  time  for  big  business  to  move  in? 
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AIR  FREIGHT 

It  must  grow  much  faster  than  last  year's 

20%    just   to    keep    up    with    its    capacity. 

COLOR  TV  21 

Ample    supply    plus   technological    stability    means    that 

somebody  is  going  to  get  hurt,  even  in  a  growing  market. 

MAY  DEPARTMENT  STORES  22 

Unless   a    management    watches   out,    it   can 

expand    its    business    right    out    of    control. 

SOUTHERN  NATURAL  GAS 

It   couldn't    change   the   government 

but  it  could  change  itself — and  did. 

SPIN-OFFS 

Are  they  becoming  fashionable?  Not  yet.   But  if 

they  do,  stockholders  should  expect  no  miracles. 

HOUSEHOLD  FINANCE 

Its  first   big  diversification,    into   retailing,   worked 

out  so  well  that  a  new  man  is  about  to  try  it  again. 
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What  do   the   oil   companies   want   with    coal 
mines?    In    effect,    to    turn    them     into    oil. 


43 


46 


49 


52 


54 


MEREDITH  PUBLISHING  75 

It  built  a  publishing  dynasty  on  success- 
ful farmers  and  successful  suburbanites. 
WESTERN  UNION  81 

Just  how  does  a  medium-sized  company  go  about 
competing     successfully     with     IBM     and     AT&T? 

FACES   BEHIND  THE   FIGURES 

DR.  GERALD  BELL  88 

(Educator) 

JAMES  O.  WRIGHT  88 

(Federal  Mogul  Corp.) 

FRANK   PACE  JR.  89 

(Corp.  for  Public  Broadcasting) 

CLAYTON  L.  RAUTBORD  89 

(American   Photocopy  Equipment) 

ELMER  L.  WARD  SR.  90 

(Palm  Beach  Co.) 

G.  FINDLEY  GRIFFITHS  90 

(Interlake  Steel  Corp.) 

ROGER  P.  SONNABEND  90 

(Hotel  Corp.  of  America) 

J.  DOUGLAS  COLMAN  91 

(Blue  Cross) 


FINANCE 

MARKET   COMMENT 

L.O.    Hooper 

STOCK   ANALYSIS 

Heinz    H.    Biel 

TECHNICIAN'S  PERSPECTIVE 

John   W.    Schuiz 

THE   MARKET   OUTLOOK 

Sidney    B     Lune 


94 

98 

100 

102 


THE   FUNDS 

Dual  funds,  G.S.  Grumman 

TABULAR  COMPARISONS 

Spin-offs 
Coal  Companies 
Color-TV  Stocks 
Resistance  Stocks 
Dual  Funds 


87 


46 
70 
21 
78 
87 


COMPANY   INDEX 

American  Photocopy 

Equipment  Co 89 

Associated  Hosp.  Serv 91 

Automatic  Sprinkler   98 

Babcock  &  Wilcox  Co 98 

Bank  of  New  York 98 

Bethlenem  Steel  Corp 98 

Bunker  Hill  Co 52 

Cameo-Parkway  Records 98 

Canadian  Pacific  Railway 94 

Cerro  Corp 98 

Charter  New  York  98 

Corp.  for  Public  Broadcasting  . .  89 


Federal  Mogul  Corp 88 

First  Charter  Financial  Corp.  ...  94 

First  National  City  Bank   98 

General  Development  Corp 94 

General  Instrument  Corp 102 

General  Steel  Industries 103 

Gibraltar   Financial   Corp 94 

Great  Western  Financial  Corp.  . .  94 

G.S.   Grumman    87 

Gulf  Resources  & 

Chemical  Corp 52 

Halliburton  Co 94 

Harvey  Go.   .  i 98 


Hess  Oil  &  Chemical  94 

Hotel  Corp.  of  America  90 

Household  Finance  Corp 49 

Interlake  Steel  Corp 90 

International  Mining  Corp 94 

J.C.  Penney  Co 94 

Kroger  Co 94 

Magnavox  Co 94 

Manufacturers  Hanover 

Trust  Co 98 

May  Department  Stores  Co 22 

Meredith     75 

National    Airlines    98 


Northwest  Airlines   98 

Palm  Beach  Co 91 

Pan  American  World  Airways  ...  98 

R.J.  Reynolds  Tobacco  Co 94 

Safeway  Stores  94 

Schlumberger  Ltd 94 

Southern  Natural  Gas  43 

Standard  Oil  of  California   94 

Trans  World  Airlines 98 

Trans-World  Financial  Co 94 

United  Aircraft   94 

United  Air  Lines  98 

Western  Union 81 


PHOTO  AND  ART  CREDITS:  Joseph  Papin,  pages  15,  16;  Werner  Wolff,  bottom,  Black  Star,  page  23;  Authenticated  News  International,  page  24;  Robert  Yarnall  Richie,  page 
43;  Wide  World  Photos,  page  54;  Photoreporters,  Inc.,  page  59  top  &  bottom;  Consulate  General  of  Japan,  N.Y.,  top,  Photoreporters,  Inc.,  bottom,  page  60;  Consulate  Gen- 
eral of  Japan,  N.Y.,  page  65;  U.P.I.,  page  70;  Jerry  Frank,  page  81,  top,  89;  Ed  Wergeles,  page  87,  left;  Jim  Rambo,  bottom,  page  88;  Dick  Hanley,  bottom,  page  90;  Charts 
by  William  Gailbreath,  pages  25,  68,  93. 

FORBES  is  published  twice  monthly  by  Forbes  Inc.  60  Fifth  Ave.,  New  York,  N.Y.  lOOII.  Second-class  postage  paid  at  Post  Office,  New  York  and  at  additional  mailing  offices. 
Subscription  $7.30  one  year  USA.  Copyright  ©  1968.   Forbes  Inc. 


FORBES.  MARCH  15,  1968 


i".^ 


■^^i: 


iVhen  the 
honeymoon's  over 

well  help  her  with 
the  dirty  work 


t  doesn't  take  a  bride  long  to  dis- 
;over  that  being  a  housewife  is 
lot  all  moonlight  and  roses. 

Consider  a  future  that  includes 
/ashing  2.5  tons  of  clothes  every 
ear.  And  having  to  do  so  many 
lirty  dishes  that  they'd  stack 
ligher  than  the  Washington  Mon- 
iment.  Imagine  yourself  waxing 
inough  kitchen  floors  in  a  lifetime 

0  cover  the  flight  deck  of  an 
lircraft  carrier.  Or  scrubbing 
housands  of  sinks  and  bathtubs. 

Truly  the  housewife  has  her 
/ork  cut  out  for  her.  She  needs 
ill'the  help  she  can  get.  And 
iven  though  the  name  FMC  is  not 

1  household  word,  we  play  an 
issential  part  in  helping  clothes, 
links,  and  dishes  come  clean  by 


supplying  dirt-chasing  chemicals 
to  the  nation's  leading  soap  and 
detergent  makers. 

Every  year,  for  example,  we 
produce  millions  of  pounds  of 
phosphate  chemicals  that  are 
basic  ingredients  in  washday 
detergents  and  other  cleaning 
compounds.  Supermarket  shelves 
across  the  nation  are  stocked 
with  these  and  hundreds  of  other 
products  containing  FMC  chem- 
icals that  help  with  the  dirty  work. 

FMC  even  produces  the  fibers 
that  go  into  disposable  dish  tow- 
els and  dustcloths.  And  there's 
hardly  a  housewife  who  hasn't 
discovered  that  she  can  save  time 
and  energy  with  new  self-polish- 
ing floor  waxes.  FMC  produces 


the  chemical  that  makes  these 
waxes  flow  evenly,  and  dry  to  a 
brilliant  finish  without  buffing. 

As  big  as  the  business  of  help- 
ing busy  housewives  is,  it's  only 
one  example  of  how  FMC  puts 
ideas  to  work.  To  learn  more, 
write  for  a  copy  of  "Dimensions," 
FMC  Corporation,  Executive 
Offices,  San  Jose,  Calif.  95106. 

PRINCIPAL  PRODUCTS:  AVI  SCO  textile  fibers;  tire 
cord;  packaging  films:  ir\dustrial  strappings  a 
BOLENS  power  gardening  i  maintenance  equip- 
ment a  CHICAGO  waste  treatment  systems  O 
CHIKSAN,  OCT,  WECO  oil  industry  equipment 
a  FMC  defense  materiel  □  FMC  harvesting,  food 
processing,  packing  equipment  o  FMC  industrial 
i  specialty  chemicals  □  FMC  packaging  machinery 
a  GUNDERSON  railcars;  marine  vessels  a  JOHN 
BEAN  agricultural  equipment:  automotive  i  air- 
craft service  equipment;  fire  fighters  O  LINK-BELT 
power  transmission  i  materials  handling  equip- 
ment a  LINK -BELT  SPEEDER  power  shovels  <I 
cranes  a  NIAGARA  agricultural  chemicals  i  SRS 
seeds  a  PEERLESS,  COFFIN  pumps  a  SIDE- 
WINDER tilthers  a  STEARNS  magnetic  clutches 
<S  brakes  D  SYNTRON  electromagnetic  i  electronic 
equipment. 
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Putting  ideas  to  work  in  Machinery  Chemicals  Defense- Fibers  &  Films 


Galloping 

urbanization  to  boost 
high-rise  apartment 
construction  92% 
by  1972. 


And  Georgia-Pacific  will  be  ready! 


America  is  fast  becoming  a  series 
of  major  urban  complexes— more 
and  more  people  living  on  a 
relatively  small  portion  of  the 
country's  land.  The  demand  for 
housing  in  dense  metropolitan 
areas  is  expected  to  bring  about 
dramatic  increases  in  high-rise 
apartment  construction— 200,000 
units  a  year  by  1972-an  increase 
of  92%  from  present  levels! 

G-P  building  products 
will  play  a  big  part  in  the 
burgeoning  high-rise  construction 
market— gypsum  systems  for  fire 
and  sound  control . . . 
plywood  for  concrete  forms . . . 


decorative  paneling  and  wood 
trims  will  all  be  important. 
And  we're  planning  new  product 
innovations . . .  new  systems . . . 
new  distribution  and  delivery 
techniques  to  keep  pace  with  the 


needs  of  tomorrow's  contractor. 
It's  only  natural  that  we're  planning 
today  to  meet  the  needs  of 
tomorrows  high-rise  construction 
industry.  It's  a  growth  market. 
We're  the  growth  company. 
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Side  Lines 


Of  Sex  &  Brains  &  Drugs  &  Genes 

The  cover  story  beginning  on  page  24  of  this  issue  is  about  the 
health  business.  We  think  the  story  will  grip  the  reader  because  al- 
most all  of  US  have  had  experiences,  some  of  them  horrifying  ones,  with 
growing  inefficiencies  and  growing  costs  of  medical  care. 

We  concentrated  on  the  business  aspects  of  health  because  we're  a 
business  magazine,  but  in  the  course  of  researching  the  article,  Forbes' 
Peter  Weaver  learned  a  good  deal  about  the  weird  and  wonderful 
things  going  on  at  the  frontiers  of  medical  science  which  may  soon 
radically  affect  the  future  of  the  human  race. 

•  Cryogenics.  Developments  in  this  "science  of  cold"  may  soon 
make  it  possible  to  freeze  people  and  bring  them  back  to  life  at  a 
later  date.  Science  fiction  writer  Arthur  Clarke  has  predicted  that 
freezing  benefits  rather  than  death  benefits  may  one  day  be  the  major 
selling  point  for  life  insurance  salesmen.  The  potential  effects  on  pro- 
bate courts,  estate  trustees  and  lawyers'  staffs  stagger  the  imagination. 

•  Brain  transplants.  Now  that  heart  transplants  have  been 
achieved,  these  may  be  next. 

•  Sex  may  be  on  its  way  out.  "Man  is  indeed  on  the  brink  of  a 
major  evolutionary  parturition — vegetative  propagation,"  wrote  Nobel 
Prize  winner  Dr.  Joshua  l.cdcrbcrg  of  Stanford  University  recently. 
That  is.  people  may  be  able  to  reproduce  themselves.  Their  offspring 
would  be  the  product  of  one  parent,  not  two,  and  would  exactly  re- 
produce the  genetic  makeup  of  the  parent.  Dr.  Lederberg  is  alarmed 
at  the  implications.  He  told  Forbes:  "But  there  are  some  things  that 
perhaps  we  simply  shouldn't  pursue.  Aside  from  what  it  would  do  to 
sex  and  all  that  springs  from  it,  this  kind  of  reproduction  might  elim- 
inate the  possibilities  of  breeding  out  genetic  weakness  that  would 
prove  fatal  under  changing  conditions." 

•  Drugs  vs.  Genes.  "For  two  billion  years,"  says  Dr.  George  Hitch- 
ings,  vice  president  of  Burroughs-Wellcome,  "the  living  world  has  been 
ordered  on  the  basis  of  reproductive  advantage  to  those  in  the  species 
which  can  best  survive.  We  seem  to  be  trying  to  repeal  this  law.  I  can 

'sec  the  seeds  of  disaster."  The  disaster  would  arise  from  increasing  the 
"genetic  load"  carried  by  the  human  species.  This  "load"  is  the  pro- 
portion of  "bad"  genes  which  survive  because  drugs  enable  people 
whose  natural  defenses  are  inadequate  to  survive  and  breed.  "Diabetics 
used  to  die  off,"  points  out  Gerald  Lauback,  vice  president  of  Charles 
Pfizer  &  Co.  "Now  we're  breeding  in  genetic  mistakes.  Now  the  genetic 
error  of  diabetes  is  being  passed  on  to  the  succeeding  generations."  Is 
there  any  way  out?  Yes,  says  Lauback.  "You  have  to  find  drugs  that  get 
to  the  root  of  the  defect  and  change  it  so  it  isn't  passed  genetically." 

•  Wrong  Emphasis.  Some  other  scientists  think  the  whole  emphasis 
in  disease  control  is  wrong.  They  think  some  of  our  rising  medical 
outlays  could  be  better  spent  improving  the  environment.  In  his  great 
book.  The  Mirage  of  Health,*  Dr.  Rene  Dubos  claims  that  the  great 
tuberculosis  epidemic  of  the  19th  century  was  a  product  of  the  airless, 
stinking  slums.  Improved  living  conditions  for  the  poor  did  more  to 
break  the  epidemic  than  drugs  did. 

It's  all  more  than  a  little  bit  scary.  We  poor  humans  are  going  to 
have  to  make  some  pretty  far-reaching  decisions  in  the  decades  just 
ahead.  ■ 

"Doubleday,  $1.25. 


Young  Radiators 
are  used  where 
the  going  is  tough 

W  YOUNG  RADIATOR  COMPANY 
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Radialors  ■  Heat  Exchangers  •  Oil  Coolers  •  Ur>i1  Healers 


Fiberglass 


HATTERAS 

28,  31,  34.,  38,  41,  44  and  SO  Ft. 
Motor  Yachts 


34  foot  fibarglaii  Hatteroi  Convertlbla 

The  Hatteras  is  remarkably  com- 
fortable. With  fiberglass  it  is  pos- 
sible to  mold  a  hull  shape  which 
virtually  eliminates  pounding, 
yawing  and  broaching.  Write  for 
the  name  of  nearest  dealer.  For 
portfolio  of  color  literature,  en- 
close $1.00. 

HATTERAS 
YACHT  COIVIPANY 

2137  Kivett  Drive 
High  Point,  N.  C.  27261 
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Trends 

&.  Tangents 


BUSINESS 


Numbers  Please.  Theoretically, 
it  is  clear  that  a  few  hundred 
pounds  of  metal  in  a  satellite  is  a 
more  efficient  way  of  communi- 
cating than  several  thousand  tons  of 
metal  in  an  underground  cable. 
However,  AT&T  still  plans  to  lay 
a  new  transatlantic  cable,  and  the 
advent  of  the  satellite  has  caused 
the  FCC  to  make  the  telephone 
company  come  up  with  some  stiff 
promises  and  some  fancy  calcula- 
tions. First,  AT&T  must  promise 
that  rates  to  prospective  users  will 
drop  25%.  Second,  it  must  com- 
plete the  cable  by  1970.  Third,  and 
most  important,  AT&T  must  sub- 
mit a  schedule  that  shows  that  use 
of  satellites  will  grow  proportionate- 
ly as  fast  as  the  new  cable.  The  rea- 
son: the  stake  the  U.S.  government 
has  in  quasi-public  Comsat,  which 
operates  the  satellites. 

Off  the  Top.  Among  the  luxury 
items  skimming  the  cream  off  the 
top  of  our  economic  boom  are  those 
expensive  $20-and-up  art  books 
which  used  to  be  purchased  mainly 
by  collectors  and  art  connoisseurs. 
The  books  are  finding  their  way 
into  more  and  more  middle  class 
homes.  "They've  become  status 
symbols,"  says  a  spokesman  for  art 
book  publisher  Harry  N.  Abrams, 
Inc.  "People  like  to  put  them  out 
on  their  coffee  tables  as  a  symbol  of 
their  growing  affluence.  Half  the 
time  the  people  don't  know  the  first 
thing  about  art."  The  purchase  of 
these  new  status  symbols  has  turned 
art  book  publishing  into  a  sizable 
and  fast-growing  dollar  industry. 
"Ten  years  ago  this  was  a  $  1 00,000 
a  year  business,"  says  the  Abrams 
man.  "Now  it's  in  the  millions  and 
I  can't  see  any  reason  for  it  to  stop 
growing — as  long  as  our  economy 
doesn't." 

Diesel  Gain.  Diesels — which  get 
more  miles  per  gallon,  use  some- 
what cheaper  fuel  and  cost  less  to 
maintain  than  gasoline  engines — 
have  long  been  restricted  to  heavy 
trucks  because  of  their  high  initial 
cost  and  weight.  But  1968  could  be 
a  breakthrough  year  in  the  light  and 
medium  fields.  The  U.S.  Post  Office 


and  Massey-Ferguson's  Perkins  En- 
gine Group  are  testing  six  Dodge 
half-ton  vans  in  Kansas  City  and 
Miami  to  find  out  if  small  diesels 
can  do  a  better  and  cheaper  job 
than  gasoline  engines.  Big  fleet 
users,  such  as  utilities  and  bakeries, 
ar^  watching  closely.  General  Mo- 
tors and  Ford  of  England  also  have 
.  done  much  work  in  the  light  diesel 
field.  "Sooner  or  later,"  says  an  ex- 
ecutive at  GM's  Detroit  Diesel  di- 
vision, "The  trucking  industry  will 
go  to  diesels  for  light  and  medium 
trucks."  If  so,  diesel  engine  makers 
could  increase  sales  several  times 
from  the  current  figure  of  less  than 
100,000  units  a  year. 

Back  to  Basics.  Unlike  many 
building  materials  companies,  U.S. 
Gypsum  and  National  Gypsum  last 
year  dropped  little  in  profitability 
even  though  costs  rose  and  sales  re- 
mained nearly  the  same:  U.S.  Gyp- 
sum's sales  increased  only  1 .4%  to 
$372.8  million,  while  profits  dipped 
4.9%  to  $32.5  million;  National's 
sales  increased  but  0.4%  to  $254 
million,  profits  dipped  2%  to  $16.5 
million.  Charles  Dykes,  financial 
vice  president  of  U.S.  Gypsum,  and 
Colon  Brown,  chairman  of  Nation- 
al, pinpoint  old-fashioned  cost  con- 
trols as  the  big  reason  for  holding 
the  line  on  profits.  But  an  upturn  in 
housing  starts  and  a  price  increase 
in  wallboard  late  in  the  year  also 
helped.  Both  companies,  the  indus- 
try's two  largest,  see  a  moderate  im- 
provement in  1968  to  between 
1.450,000  and  1,500,000  housing 
starts,  up  about  10%. 

Out  to  Pasture.  In  1955,  IBM 
installed  a  702  computer  at  Mon- 
santo. It  was  the  first  machine  of 
its  type  ever  installed  outside  IBM's 
own  offices,  and  Monsanto  won- 
dered if  its  potential  could  ever  be 
fully  exploited.  Last  month  Mon- 
santo donated  the  machine  to  the 
Smithsonian  Institution,  where  it 
will  be  on  display  as  one  of  the 
youngest  "antiques"  in  history.  One 
of  IBM's  first  large  business  com- 
puters, the  702  could  perform  100,- 
000  calculations  for  $1.38.  But  its 
5,000  vacuum  tubes  created  so 
much  heat  that  40  tons  of  air-con- 
ditioning capacity  were  required 
to  cool  the  room  where  it  was 
installed.  Integrated  circuits  and 
other  computer  improvements  have 
brought  the  cost  of  making  those 
100,000  computations  down  to 
about  three  cents. 

(Continued  on  page  108) 
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Malcolm  S.  Forbes'  wordless  editorial 
n  the  Secretary  of  State  in  the  Feb.  15 
sue  elicited  quite  a  response  from 
ORBES  readers.  At  press  time  the  count 
■;  against  the  editorial,  48:  for,  64.  Some 
xtracts: 

Sir:  Your  editorial  on  the  Secretary 
f  Slate  as  well  as  your  recent  reprint 
f  Toynbee's  criticisms  (Forbes,  Jan.  1) 
lake  sense  only  if  you  have  accepted 
le  idea  that  international  communism  is 
o  longer  posing  the  threat  of  conquest 
y  force  to  the  Free  World.  This  is  not  to 
ly  we  should  not  be  willing  to  work  with 
ussia — and  China — toward  peace,  but 
um  strength,  not  weakness. 

— Fr.\NK    E.     RlCKEL 

ittsburgh.  Pa. 

Sir:  Your  acute  analysis,  your  con- 
jrmation  to  reality,  the  unparalleled 
larity  of  your  thinking  as  expressed  in 
lis  editorial  put  you  way  out  in  front  for 
le  title  of  Editorialist  of  the  Year. 

—Gen.  David  M.  Shoup,  USMC  (ret.) 
.rlington.  Va. 

Sir:  There  is  much  too  much  con- 
:mning  and  tearing  down  in  these 
mes  of  deep  social  unrest  and  con- 
oversy  at  home  and  of  critical  prob- 
ms  in  our  relations  with  other  countries. 
.  .  What  I  would  expect  from  you  are 
lOughtful,  perceptive,  imaginative  and 
mstructive  suggestions. 

—Helen   Nicol,   Ph.D. 
Washington.  D.C. 

Sir:  .  .  .  the  most  stunning  piece  of 
rinted  communication  I  have  ever  seen. 
he  thing  that  struck  me  wasn't  the  guts 
r  the  gall  of  it.  It  was  the  caring. 

— Dean  Lierle  Jr. 
bicago.  III. 

Sir:  .  .  .  Forbes  forfeits  whatever 
fluonce  it  might  have  had  in  helping 
ing  about  constructive  changes  in 
'ashingion. 

— Alan  D.  Berenson,  m.d. 
incinnati,  Ohio 

Sir;  At  least  have  the  courtesy  to  write 
It  ^our  opinion.  I  don't  believe  I  have 
en  the  name  Malcolm  Forbes  in  any 
)vernment  places  of  responsibility.  Why 
)t  offer  your  services? 

— Howard  Ohlendorf 
1.  Louis,  Mo. 

Sir:  .  .  .  this  is  the  most  timely,  ac- 
irate  and  effective  protest  against  an 
ibelievably  inept  Cabinet  officer  within 
ly  memory — and  I  am  nearly  70. 

— B.F.  Pitman  Jr. 
in  Antonio,  Tex. 

Sir:  When  the  sad  story  of  these  times 
written,  you  can  be  satisfied  that  you 
d   your  part  in  blaming  one  man   for 
le  debacle. 

— Edward  R.  Hanna 
alo  Alto,  Calif. 

(Continued  on  page  110) 


Your 

investment  success 

is  our  business. 


Our  fresh,  contemporary  approach  to  investment 
service  is  an  important  reason  why  Francis  I.  (iuPont 
&  Co.  has  become,  in  just  37  years,  one  of  the  largest 
brokerage  houses  in  the  country,  with  over  100 
offices  in  the  U.S.,  Canada  ancJ  abroad.  We  don't 
grow  unless  our  clients  do.  So,  in  a  very  real  sense, 
your  investment  success  is  our  business. 

We  make  available  to  our  hundreds  of  thousands 
of  clients  — from  those  whoVe  "made  it"  to  those 
who'd  like  to  — a  constant  flow  of  progressive  ideas, 
broad-based  research  and  portfolio  analysis,  cou- 
pled with  a  finely  developed  sense  of  anticipation 
for  market  changes  and  trends.  And  we  offer  a 
complete  range  of  personal  investment  services  — 
from  listed  and  unlisted  stocks  and  mutual  funds 
to  municipal  bonds  and  commodities. 

A  booklet  you  may  find  useful,  "Building  a  2nd 
Iricome,"  is  a  good  introduction  to  a  constructive 
investment  philosophy.  For  your  free  copy,  write: 
Francis  1.  duPont  &  Co.,  Dept.  F,  RO.Box  833, 
Wall  Street  Station,  New  York,  New  York  10005. 
Or  get  it  at  one  of  our  nearby  offices.  We're  listed 
in  your  phone  book. 

And,  when  you  have  the  time,  we'd  like  very  much 
to  meet  you  and  discuss  your  particular  investment 
needs  and  goals.  No  obligation,  of  course. 


S 


FRANCIS  I.  duPONT  &  CO. 

Your  investment  success  is  our  business 

MEMBERS  NY.  STOCK  EXCHANGE.  PRINCIPAL  SECURITY  AND  COMMOD- 
ITY EXCHANGES.  OVER  100  OFFICES  IN  THE  U.S..  CANADA  AND  ABROAD. 
ADMINISTRATIVE  OFFICES;  ONE  WALL  STREET.  N.Y.  TEL:  212—344-2000 
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Every  worlds  talle 
to  the  top  with  Oti 


I 


JA.\ 


luilding  made  it 
levators. 


The  great  race  into  the 
Otisphere  is  really  just 
beginning.  Nobody  can 
even  guess  where  the  finish 
line  is.  It  used  to  be  10 
stories.  Now  it's  1 10.  It  may 
go  a  mile.  Or  more.  But  one 
thing  is  clear,  if  history  is 
any  guide.  The  world's 
tallest  buildings  will  make  it 
to  the  top,  as  they  always 
have,  with  Otis. 

Otis 

ELEVATOR    COMPANY 


We  deliver  protectbn 
against  sudden  ambush 


Always  have. 


100  years  ago  there  were 
only  a  couple  of  ways  to  get 
ambushed.  Today,  the 
possibilities  are  endless. 
Example.  Even  corporate 
treasurers  are  ambushed. 
Every  week.  Because 
suddenly  it's  3  o'clock.  And 
the  money  market  has 
closed.  Or  has  it?  Not  in 
California.  And  Wells 
Fargo  Bank  can  deliver 
those  3  extra  hours  in  the 
Eastern  Standard  Time  Zone. 
Or  2  extra  hours  in  the 
Central  Standard  Time  Zone. 


Every  day.  5  days  a  week. 
Plus  a  full-time  staff  of 
short-term  investment 
specialists.  Another 
example.  Many  eastern 
corporations  get  held  up 
every  day.  Because  they 
can't  get  their  western  sales 
payment  data  fast  enough. 
Wells  Fargo  delivers  the 
solution.  Lock  box  banking 
at  the  speed  of  light.  We 
transmit  accounts  receivable 


information  to  your  home 
office  anywhere  in  the 
country  at  speeds  up  to 
15,000  characters  a  minute. 
And  we  do  it  over  ordinary 
telephone  lines.  Ordinary 
lock  box  banking.  But 
different.  Wells  Fargo 
delivers  dozens  of  other 
corporate  services.  All 
designed  to  keep  you  from 
being  ambushed  by  time. 
Or  lack  of  information. 
Or  excessive  office 
procedure  expenses. 


Contact  Weils  Fargo  Bar 
Northern  California 
Headquarters,  National 
Division,  464  California 
Street,  San  Francisco 
94120;  or  our  Southern 
California  Headquarters, 
National  Division,  415 
West  Fifth  Street, 
Los  Angeles  90054. 


S.KCt  .^|S^ 


WELLS  FARGO  BANI 


MEWKR  FEOCRAL  OEPOSiI  INSURANCE  CORPORA 
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"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


KHESANH-TRAP  FOR  WHOM? 


There  is  constant  talk  about  the  possibility  of  Khesanh 
eing  another  Dienbienphu. 

I  hope  Ho  Chi  Minh  is  not  such  a  fool  that  he  believes, 
f  Khesanh  can  be  and  is  overrun,  that  the  reaction  from 
'resident  Johnson  will  be  similar  to  that  of  the  French  after 
)ienbienphu. 

The  fall  of  Khesanh  will  be  treated  in  the  United  States  as 
ilmost  another  Pearl  Harbor.  Another  Corregidor. 

It  won't  be  a  debated  Tonkin  Gulf  episode. 

Should  Khesanh  be  overrun,  my  guess  is  that  the  Presi- 
lent  would  ask  for  a  declaration  of  war  from  Congress, 
ifoiiid  call  up  most  of  the  Reserves  and  institute  a  very 
ubNtanlial  expansion  of  the  number  of  Americans  under 


arms.  With  the  declaration  of  war  would  come  the  neces- 
sary freezes  on  jobs  and  wages  and  controls  and  so  forth. 

In  short,  all  the  things  that  go  with  being  fully  at  war. 

Naturally,  these  steps  by  us  will  lead  to  countersteps  by 
Russia  and  China. 

We  could  be  face  to  face  with  World  War  III. 

While  the  original  intention  at  Khesanh  may  have  been 
to  "block"  infiltration  routes  to  South  Vietnam,  it  would 
seem  that  infiltration  does  continue. 

Whether  Khesanh  under  the  new  circumstances  should 
or  can  be  held  is  a  question  neither  you  nor  I  can  answer. 

But  you  and  I  can  soundly  surmise  what  will  happen 
should  it  be  overrun. 


MEXICO  S  YEAR 


The  eyes  and  ears  of  the  world  will  be  on  Mexico  City 
luring  the  Olympic  Games  in  October — the  first  time 
heyve  ever  been  held  in  a  Spanish-speaking  land.  Addi- 
ionailv.  President  Johnson's  request  that  Americans  avoid 
innecessary  travel  abroad  except  in  the  Western  hemisphere 
s  bringing  many  thousands  of  "extra"  visitors  from  this 
:ountry  to  Mexico,  and  has  awakened  or  reawakened  a 
'eniiine  interest  in  learning  more  about  this  key,  fast-grow- 
ng  neighbor. 

Many  U.S.  industries  are  rapidly  expanding  an  already 
:onsiderable  plant  investment  in  Mexico,  and  a  number  of 
\morican  companies  are  making  substantial  new  invest- 
nents  in  hotels. 

For  the  first  time  in  a  dozen  years  I  spent  a  busy  few 
lays  motoring  mostly  through  the  back  roads  and  incred- 
ibly beautiful  byways  of  Mexico,  with  three'  days  in  Mexi- 
co City,  a  couple  in  bustling  Guadalajara  and  36  hours  in 
that  famed  "glamorous"  playtown,  Acapulco.  Glamorous? 
Hmm. 


Olympiad  TV  watchers  and  tourists  will  inevitably  tend 
to  judge  Mexico  by  Mexico  City,  a  unique,  thriving,  flavor- 
some  capital  with  much  that  is  spanking,  sparkling  new, 
towering.  It  is  a  city  with  a  slapdash  elan  and  a  smiling 
vitality  that  somehow  makes  its  fulsome  share  of  big- 
city  problems  seem  less  depressing  and  destructive  than  the 
equal  amounts  of  dirt,  grime,  poverty  and  pollution  in  so 
many  of  the  great  gringo  cities  to  the  north. 
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The  extraordinary  charm  of  the  Mexican  people  shines 
through  all  the  time  and  everywhere.  They  are  sensitive, 
courageous,  deeply  proud  and  fiercely  independent,  and 
only  arrogance  or  rudeness  by  a  visitor  can  disrupt  their 
warmth  and  exuberance. 

In  this,  Mexico's  year,  the  world  will  be  immensely  im- 
pressed. 

But  all  that  will  glitter  for  the  occasion  will  not  cover  up 
the  enormous  problems  that  face  this  essentially  very  poor 
land.  As  with  virtually  every  country  south  of  the  border, 
the  growing  Mexican  GNP  is  not  very  widely  distributed. 
Much  is  going  into  big-city  bricks  and  mortar,  while  the 
land,  on  which  the  vast  majority  of  Mexico's  46  million 
people  depend  for  a  living,  suffers  from  spreading  erosion 
and  ever  more  costly  neglect.  It  is  estimated  that  perhaps 
60%  of  all  Mexicans  are  inadequately  fed,  and  that  of  the 
half-million  additional  people  who  come  into  the  labor  mar- 
ket each  year,  only  40%  find  any  employment  at  all. 

The  Mexican  government  faces  an  enormous,  foresee- 


able, difficult  task  in  keeping  millions  of  its  burgeo 
populace  litetyally  from  starvation  in  the  years  ahead, 
government's  resources  are  slim,  and  a  great  priority  hi 
not  yet  seemingly  been  given  to  a  first  essential — erosic| 
control  for  the  land  on  which  so  many  of  its  people  depem 

American  business  that  has  gone  there  with  the  intent 
do  an  honest,  unexploitive  business  in  Mexico  has  foui 
increasing  understanding  and  cooperation  from  the  go] 
ernment,  and  friendliness  in  the  communities  where  it 
placed  its  plants  when  it  has  made  an  effort  to  be  a  goi 
corporate  citizen  of  Mexico. 

Americans  will  find  this  neighboring  land  and  its  peo] 
as  absorbing  to  visit  as  any  country  in  the  world.  Take  yoi 
time.  Drive  as  much  as  possible  through  some  of  the  mi 
spectacularly  beautiful  landscape  anywhere.  You  will  co 
home  with  a  new  understanding  and  respect  for  a  wonder- 
ful people.  Their  friendship  for  the  United  States  is  very 
important  to  us,  not  only  in  this  hemisphere  but  for  our  i 
present  tenuous  position  in  the  world's  affection. 


THE  FIRST  LADY  IS 


As  the  nation  mires  ever  faster,  ever  deeper  into  the  most 
controversial  war  we've  ever  waged,  many  of  the  Presi- 
dent's critics  grow  more  unrestrained,  more  vitriolic,  more 
vituperative.  Even  without  a  war,  in  an  election  year 
political  partisanship  often  leads  to  a  type  of  criticism  that 
demeans  the  utterers  more  than  their  objective. 

How  well  I  remember  the  unbelievable  extent  to  which 
the  wife  and  family  of  Franklin  D.  Roosevelt  were  sub- 
jected to  abuse,  particularly  from  the  beginning  of  his 
second  term  until  Pearl  Harbor.  It  is  a  pretty  shabby  foot- 
note in  our  history. 

As  the  bitterness  of  war  and  the  election  grows,  I  hope 
we  do  not  again  behave  in  such  a  crummy  and  juvenile 
way  toward  the  President's  family. 


It  is  quite  aside  from  the  point,  but  a  point  well  worth 
making  anyway,  that  we  are  most  fortunate  that  the  First 
Lady  of  this  land  is  such  a  dedicated,  gracious  and  caring  i 
lady.  She  has  made  a  most  positive  contribution  at  a  high; 
cost  of  time  and  effort  to  many  problem  areas,  such  as  con-i 
servation  and  beautification.  The  evident  sincerity  of  her; 
interest  in  people  struggling  with  urban  poverty  is  inspiring. 

Mrs.  Johnson  doesn't  have  to  put  her  neck  out  or  ex- 
pose herself  to  the  slings  and  arrows.  She  has  done  so  with 
tact  and  conviction  and  results. 

And  I  guess  even  the  Johnsons'  most  fervent  critics  have 
to  give  them  full  points  for  the  way  their  attractive  daugh- 
ters have  behaved  under  the  enormous  disadvantages  of 
their  great  advantages. 

Possibly  these  observations  don't  really  have  much  place|^> 
in  a  magazine  of  business.  Yet  keeping  some  perspective  on 
what  after  all  are  some  of  the  real  values  in  life  is  always 
relative — be  you  businessman  or  politician  or  whatever,  oi  s 
however  vehemently  you  feel. 
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THE  HARDEST  WORK  OF  ALL 

Domg  nothing. 


-Malcolm  S.  Forbes 

Editor-in-Chie 


il 


Life  pill  for 
an  overcrowded 

world 


s  a  soybean.  supermarket  items.  our  multi-million  dollar  business  by 

ard  at  work  in  the  U.S.  today,  it's  And,  as  one  of  the  richest  sources  of  serving  this  ubiquitous  bean  to 

ed  in  animal  feeds  that  help  multiply  protein  known,  the  talented  little  America's  booming  agricultural  industry, 

eduction  of  eggs,  milk,  T-bones,  soybean  has  an  unlimited  future  for  We've  diversified  widely  since,  but  the 

umsticks  and  pork  chops.  nutritional  applications.  soybean  is  still  a  most  important  part 

5  a  food  ingredient,  a  field  barely  All  told,  this  potent  bean  is  one  of  the  of  our  growing  operation, 

ratched,  it  improves  and  increases  best  meal  multipliers  for  a  world  popping 

eduction  for  some  of  America's  top  with  people.  We're  grateful.  We  started 

that's  why  we're  called  The  Foodpower  People 

4^  Central  Soya 

^^%  The  FOODPOWER  People 

^B^^  Fort  Wayne,   Indiana 


A  UNIQUE  GROWTH  ORGANIZATION  SERVING  AGRICULTURE 
AND  INDUSTRY  THROUGH  SOYBEAN   PROCESSING. 
FEED  MANUFACTURING.   POULTRY  MARKETING, 
GRAIN  MERCHANDISING  AND  SOYBEAN  CHEMURGY. 


How  Systems  Engineering 

can  produce  a 

TOTAL 

PLANT  FACILITY 

SYSTEM 


Systems  Engineering  is  the  appli- 
cation of  trained  and  organized 
common  sense  to  the  development 
of  the  most  efficient  solutions  to 
specific  problems. 

The  systems  engineer  regards 
any  facility  for  the  production  or 
distribution  of  goods  or  services  as 
a  process  which  uses  men,  ma- 
chines, materials  and  money  to 
perform  specific  functions.  Before 
concerning  himself  with  the  details 
of  design  and  construction,  he 
analyzes  the  objectives  as  well  as 
the  methods  available  to  attain 
them.  On  the  basis  of  this  analysis 


he  determines  the  most  efficient 
approach. 

When  all  alternate  solutions 
have  been  analyzed,  and  when  the 
final  and  total  solution  has  been 
supplied  by  one  responsible  firm, 
the  result  can  have  the  greatest 
value  for  its  owner  in  terms  of  de- 
sign, cost  and  performance.  This 
result  is  called  a  "Total  Plant  Fa- 
cility System." 

AUSTIN  ENGINEERING-ECONOMIC 
CONSULTING  SERVICES 

Austin  offers  these  services,  indi- 
vidually, or  in  any  combination  as 


a  corollary  to  its  design,  engineer- 
ing and  construction  services  for 
industrial,  commercial  and  institu- 
tional facilities. 

Facility  Analyses 

Feasibility  Studies 

Site  Evaluation,  Selection 

and  Planning 
Land  Development  Planning 
Plant  Utility  Analyses 
Material  Handling  and 

Distribution  Studies 
Project  Finance  Planning 

For  further  information,  please 
write,  wire  or  teletype: 
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THE  AUSTlKl  COMPANY 

Destgnera  •  Engineers  •  Builders 

GENERAL  OFFICES:  3650  Mayfieid  Road,  Ciaveland,  Ohio  44121 

T«l«x:  810-421-8540 
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Relativity 


The  air  freight  business  showed  good  gains  last  year,  but  the  industry  is  still  cry- 
ing the  blues.  Why?  Because  the  gains  it's  getting  aren't  the  gains  it  needs. 


AosT  industries  that  could  report  a 
10%  gain  in  revenues,  especially  in 
I  sluggish  year  like  1967,  would  be 
[irowing  hats  in  the  air.  Not  so  for  air 
reight. 

The  industry  did  get  a  20%  gain 
n  ton  miles  last  year.  But.  in  the 
vords  of  Air  Cargo  President  Emery 
ohnson;  "This  increase  is  actually  a 
ecession  for  air  freight."  It  was  a  re- 
lession.  that  is.  in  terms  of  the  30% 
0  35%  gain  the  industry  has  re- 
•orted  in  the  past  since  it  became  a 
erious  factor  with  the  advent  of  the 
:t  freighter  in  1963. 

"I  thmk  this  is  the  first  time  that  the 
Towth  rate  of  air  freight  declined." 
ays  Air  Transport  Association  Presi- 
lent  Stuart  Tipton. 

Faint  Damns?  Are  the  air  freight 
nen  simply  praising  their  industry 
vith  faint  damns?  Are  they  moaning 
bout  a  20%  increase  merely  to  under- 
ine  how  strong  their  industry  really  is? 
Jot  at  all.  The  slowdown  has  the  air- 
ines  industry  worried.  Genuinely  wor- 
ied.  Unless  the  growth  rate  gets  back 
0  a  30% -35%    rate,  the  airlines  are 


going  to  be  stuck  with  considerable  ex- 
cess cargo-carrying  capacity. 

The  figures,  in  fact,  are  a  little 
scary.  They  go  a  long  way  toward  ex- 
plaining why  Wall  Street  has  become 
disenchanted  with  airlines  stocks.  It 
goc^  roughly  like  this: 

•  Last  year  U.S.  airlines  carried 
2.4  billion  Ion  miles  of  commercial 
freight  to  earn  revenues  of  less  than 
$500  million.  This  accounted  for  7% 
of  the  airlines  industry's  revenues  and 
considerably  less  of  its  profits. 

•  In  addition,  U.S.  airlines  carried 
I.I  billion  ton  miles  for  Vietnam. 
That's  a   3.5-billion-lon   miles   total. 

•  Against  this  wa.s  a  carrying  ca- 
pacity of  6.2  billion  ton  miles,  for  a 
capacity  utilization  of  56%  including 
contract  carriage  to  the  Far  East. 

But.  .  .  . 

•  By  the  end  of  1970,  less  than 
three  years  from  now,  the  airlines  will 
have  taken  delivery  of  138  new  jet 
freighters,  raising  jet  freight  capacity 
to  10.2  billion  ton  miles — a  65%  in- 
crease. Even  if  the  Vietnam  war  con- 
tinues at  its  present  pitch  of  intensity. 


this  will  mean  that  commercial  traffic 
will  have  to  more  than  double  merely 
to  continue  the  current  rate  of  utiliza- 
tion. And  if  the  Vietnam  war  should 
be  over  by  then,  the  industry  would 
have  to  absorb  an  additional  1.1  bil- 
lion ton  miles;  in  that  case,  the  com- 
mercial gain  would  have  to  be  close  to 
150%.  That  would  mean  that  traflic 
would  have  to  start  growing  at  an  an- 
nual rate  of  50%  merely  to  keep  the 
industry  from  building  up  idle  ca- 
pacity. Nor  docs  this  include  the  con- 
siderable freight-carrying  capacity  of 
regular  passenger  jets.* 

Ripe  Plum.  What  are  the  prospects 
for  this  kind  of  growth?  American 
Airlines'  new  president,  George  A. 
Spater,  recently  told  FoR»t;.s:  "The 
growth  will  come  but  it  won't  just 
drop  off  the  tree  like  a  ripe  plum." 

It  certainly  won't.  According  to  the 
latest  figures  available,  air  freight  costs 
an  average  19  cents  a  ton  mile.  This 
compares  with  an  average  6  or  7  cents 


'Although  It  does  Include  the  carrying  capacity 
of  the  "quick-change"  jets-passenger  by  day, 
freight-carrying  by  night. 


Too  Big?  Ilcie  is  an  uriisl's  sketch  i>j  lioiin^'s  747  as  a 
((ir^'o  Id.  I lu'se  $22-miUioii  platws  will  he  in  service 
within  two  years  and  will  carry  over  twice  as  much 
/reii'ht  as  today's  707s- -1 00  tons  vs.  45  tons.  They  will 
also  make  "hirdyhack"  a  reality:  Usina  slraii>hl-in  nose 
loadinfi  and  unloadinf>,  they  can  take  hifihway-sized 
trailers.  Trans  IVorld  Airlines  has  ordered  12  747s;  a 
competitor  predicts  the  747  < oidd  hrin^  air  /reinht  rates 
down    hy  as  much   as  25%.   Explanation:   Trucks   will 


pick  up  the  containers  ri.t^hl  at  the  plane,  bypassing 
terminals.  "It  will  put  us,"  .says  a  TWA  man,  "in  the 
produclion-line-to-the-sale.s-shelf-type  service." 

But  there  are  worries.  "Your  hi^f>est  problem,"  .says 
Emery  Johnson  of  Air  Cargo,  "will  he  filling  up  the 
plane."  Richard  Lambert,  head  of  cargo  at  American 
Airlines,  says:  "IVe're  not  at  the  monu'nl  looking  at  the 
larger  planes."  Obviously,  both  Johnson  and  Lambert 
are  worried  about  capacity  growing  faster  than  demand. 


Iiy  truck  and  something  over  one  cent 
by  rail.  "The  Santa  le's  new  Super  C" 
will  give  us  some  rough  competition 
on  its  Chicago-Los  Angeles  run  unless 
we  improve  our  ground  hanilling  ser- 
vice." says  Stephen  J.  Kahala,  1  WA's 
director  of  freight  sales.  "The  freight 
arrives  a  few  hours  later  at  one  fourth 
the  cost."  Cleaily.  cargt)  must  he  very 
valuable  before  it  is  worth  paying  that 
kind  of  dilVcrential  to  carry  it  by  air. 

The  prospect  lor  substantial  rate 
reductions,  moreover,  is  not  very  good. 
The  "stretch"  jets  and  jumbo  jets  will 
bring  direct  operating  costs  down 
somewhat,  but  wages  and  ground- 
handling  costs  will  go  up. 

No  one  doubts  that  air  freight  has 
a  firm  and  growing  place  in  the  total 
transportation  picture.  But  how  great? 
ATA's  Tipton  and  Air  Cargo's  John- 
son blame  the  196(i  airline  strike  for 
the  slowed  rate  of  gains.  "We  lost 
some  shippers,"  says  Tipton,  "and  it 
took  some  while  to  get  them  back." 
Air  Cargo's  Johnson  says.  "Wc  were 
poleaxed  by  the  strike." 

Hut  it's  also  true  that  p.isi  g.iins  have 
made  air  freight  big  enough  so  that  it 
is  much  more  susceptible  to  trends  in 
the  economy,  lor  example,  the  dip  in 
19(i7  auto  output,  and  the  subsequent 
dip  in  emergency  parts  shipments  by 
the  auto  makers,  clearly  contributed 
to  last  year's  slowdown.  "There's  a 
great  deal  we  ilon't  know  about  the 
market  characteristics  or  behavior  of 
.lir   freight."   says  the   ATA's  Tipton. 


"Perhaps  we  will  be  particularly  vul- 
nerable to  those  changes  because  it's 
part  of  a  distribution  system  that 
moves  at  high  speed." 

Wrong  Customers?  The  brutal  fact 
is  thai  the  an  height  carriers  have  not 
yet  successfully  tapped  the  markets 
Ihey  need  for  the  long  pull.  "The  bulk 
of  our  freight  revenues."  says  TWA's 
Kabala,  "comes  from  auto  and  aero- 
space parts,  machine  tools  and  perish- 
ables. About  75%  of  the  trallic  tlown 
today  is  emergency-type  trallic;  15%- 
20%  is  in  specialty  items,  where  the 
market  or  the  ct>mmodity  is  perish- 
able. The  reniainilcr  is  from  the  type 
of  shipper  who  ships  regularly  in  order 
to  eliminate  warehousing.  Ihis  is  the 
type  we  are  going  after,  because  it  is 
the  most  profitable. 

"F^or  example,  the  latest  thing  going 
by  air  is  computers.  They  ship  com- 
puters by  air  for  several  reasons.  Com- 
puters are  so  .sensitive  that  a  regular 
jarring  over  the  road  can  knock  them 
out  of  kilter.  But  more  important, 
computers  are  leased,  and  the  sooner 
they  get  to  the  destination  the  sooner 
the  rental  money  (lows  in." 

The  bulk  of  air  freight  is  still  emer- 
gency trallic.  which  has  the  disadvan- 
tage for  the  carriers  that  the  shipper 
is  working  against  them,  and  will  seize 
any  dip  in  the  economy  to  cut  back. 
"From  a  marketing  point  of  view," 
says  John  W.  Kersey.  Haslern  Air 
Lines'  vice  president  for  cargo  market- 
ing,   "emergency-type    shipments    you 


don't  create,  because  the  customers 
are  trying  to  avoid  such  emergencies." 

Says  Richard  Lambert.  American 
Airlines'  vice  president-freight,  "We 
have  to  find  the  products  that  are 
capable  of  Hying  by  air  and  gel  them 
ofT  the  other  modes  of  transportation. 
Our  liiggest  problem  is  to  educate  the 
shipping  public  to  the  total  air  freight 
concept — that  transportation  costs  are 
only  part  of  distribution  costs,  and 
that  air  transportation  can  save  the 
shipper  in  inventory,  warehousing  and 
the  cost  of  money." 

But  that  is  easier  said  than  done, 
observes  Maurice  Fitzgibbon,  man- 
ager of  cargo  development  for  Pan 
American  World  Airways:  "It's  very 
dillicult  for  an  airline  to  say  to  you. 
We'd  like  to  come  in  and  look  at  ev- 
erything you  do  and  look  at  all  your 
costs  and  then  tell  you  whether  you 
should  be  using  air  or  surface  carriers.' 
Immediately  you  have  the  reaction 
that  this  is  an  airline  talking  and 
they're  going  to  slant  it." 

Plenty  of  Room.  Of  course,  the  pic- 
ture isn't  all  dark.  Very  far  from  it. 
At  present,  the  airlines  have  barely 
1%  of  all  the  combined  freight  car- 
ried by  airlines,  railroads  and  trucks. 
This  gives  them  plenty  of  ground  to 
maneuver.  But.  as  American  Airlines' 
Spater  said,  the  required  growth  is  not 
going  to  come  easily.  If  it  doesn't  come 
at  a  faster  rate  than  last  year,  then  the 
mounting  prolMenis  of  the  airlines  in- 
dustry mount  hirhcr  still.  ■ 


.Meanwhile,  Back  at  the  Doghouse 

Color-TV  stocks  are  out  of  favor  these  days.  Ttie  industry 
has  a  great  future,  but  it's  in  for  a  painful  shakeout  first. 


"We  .\re  in  the  doghouse  in  the 
stock  market,"  complains  Magnavox 
vice  president.  Robert  H.  Piatt,  citing 
the  fact  that  his  company's  stock  re- 
cently sold  at  only  two-thirds  of  its 
1966  high.  Actually,  among  the  so- 
called  color-TV  stocks,  Magnavox  is 
living  in  the  better  part  of  the  dog- 
house. Admiral  is  down  from  67  to 
17.  Motorola  from  233  to  102,  Ze- 
nith from  88  to  54.  Radio  Corp.  of 
America,  more  broadly  diversified, 
hasn't  fared  as  poorly;  its  recent  price 
of  46  was  down  30%  from  its  all-time 
high  set  in  1967. 

And  yet,  retail  sales  of  color-TV 
sets  remain  quite  high.  Unit  sales  were 
up  15%  in  1967  over  the  previous 
year,  and  says  Magnavox'  Piatt:  "Sales 
have  been  surprisingly  strong  since 
December.  Dealer  inventories  are  fall- 
ing and  profits  are  clearly  rising." 

Pedigrees  and  Mongrels.  What 
seems  to  he  going  on,  however,  is  a 
real  shakeout.  When  it  is  over  the  mon- 
grels will  probably  remain  in  the  dog- 
house while  those  with  pedigrees 
should  be  living  better  than  ever. 

Joseph  Wright,  president  of  Chica- 
go's Zenith  Radio  Corp.,  runner  up  to 
RCA  in  color-TV  sets,  explains:  "The 
money  and  technology  required  to  stay 
ahead  in  color  TV  is  incomparably 
greater  than  in  black-and-white.  In 
black-and-white  you  had  companies  in 
a  loft  turning  out  sets  and  selling  them 
almost  by  intuition  while  they  bene- 
fited because  someone  else  reduced 
the  cost  of  components.  With  color 
you  just  can't  survive  that  way." 

RCA,  which  pioneered  color  TV  al- 
most singlehandedly,  has  already  spent 
in  excess  of  $250  million  on  color  TV 
to  stay  ahead  of  the  rest  of  the  field. 
So  far,  RCA  has  managed  to  do  just 
that.  One  industry  expert.  Editorial  Di- 
rector David  Lachenbruch  of  Tele- 
vision Digest,  says,  "RCA  started  out 


with  all  of  it,  fell  to  about  26% -27% 
when  everyone  came  into  production, 
but  now  they  have  moved  back  up.  I 
would  place  their  current  share  at  close 
to  40%." 

RCA  itself  won't  say  how  much  of  a 
share  it  holds,  but  says  Delbert  L. 
Mills,  senior  executive  vice  president 
for  consumer  products,  "We're  im- 
proving our  share,  especially  in  the  last 
six  months."  Color  TV  sets  and  compo- 
nents, which  include  tubes  and  parts, 
are  the  biggest  factor  in  RCA's  current 
prosperity.  They  probably  accounted 
for  about  half  of  total  RCA  profits 
($148  million)  last  year  and  under 
30%  of  volume  ($3  billion).  This 
enabled  RCA  to  produce  a  return  of 
23%  on  investment  last  year,  which 
put  it  among  the  top  30  companies  in 
Forbes,  Jan.  I  Profitability  Ranking 
of  414  companies. 

The  Poor  Get  Poorer.  Zenith  Radio 
Corp.,  which  runs  a  strong  second 
with  some  21%-24%  of  the  market, 
and  Magnavox,  with  about  9%,  are 
also  increasing  their  share  of  the  mar- 
ket. The  losers  seem  to  be  Motorola, 
GE,  Admiral  and  Sylvania.  GE  was  hit 
by  bad  publicity  concerning  emission 
of  low  level  X-ray  beams  on  its  large 
color-TV  sets.  However,  GE  will  cer- 
tainly eventually  regain  a  greater  share 
than  its  current  4% -5%.  But  that  will 
only  accentuate  the  squeeze  on  the 
weaker  companies. 

Weak  in  marketing  and  in  its  finan- 
cial situation.  Admiral  ran  $3.8  mil- 
lion in  the  red  last  year,  and  Motorola, 
saved  by  its  diversification  but  tripped 
up  by  an  overambitious  expansion  pro- 
gram, saw  its  earnings  plunge. 

Actually,  the  wonder  is  that  there 
has  not  been  more  price-cutting.  There 
was  some  early  last  year  when  dealers 
found  themselves  choking  on  inven- 
tory. But  it  was  worked  off  as  demand 
revived,    and    some    companies    even 


raised  prices  modestly. 

The  real  problem,  however,  is  that 
the  industry,  expecting  a  geometric 
rate  of  growth,  expanded  almost  wild- 
ly. It  may  sell  over  6  million  .sets  in 
1968— another  8% -10%  gain— but  it 
now  has  the  capacity  to  produce  over 
10  million  sets. 

Technology  Gap.  At  the  same  time 
labor  costs,  which  account  for  a  much 
greater  share  of  the  cost  of  a  color-TV 
set  than  of  a  black-and-white  one,  are 
rising.  .Some  solid  technological  break- 
throughs in  manufacturing  could,  of 
course,  help  counter  these  factors. 
They  could  make  for  lower  selling 
prices,  thus  expanding  the  market. 
They  could  help  to  pay  for  rising  labor 
co.sts.  But  no  such  breakthroughs  are 
currently  in  sight.  Color  tubes  remain 
costly — $85-$  100  apiece  on  average — 
and  so  do  materials  and  parts  at  $100 
per  set.  Color-TV  sets  still  are  dear  at 
$330  for  a  14-inch  set  (v.v.  $130  for  a 
19-inch  black-and-white),  and  color  is 
still  less  reliable  than  black-and-white. 

However,  last  year  the  average 
price  of  a  set  came  down  for  the  first 
time  in  several  years.  This  year  the 
average  selling  price  should  be  about 
$330,  down  $20.  This  is  due  chiefiy 
to  the  increasing  proportion  of  cheap- 
er, smaller-sized  sets  being  sold. 

The  long-range  future  still  looks 
promising  for  the  $2-billion  sales 
color-TV  industry.  Only  14  million 
color  sets  have  been  sold  so  far  to  only 
about  25%  of  the  TV-owning  homes 
in  the  U.S.  By  contra.st  there  are  some 
80  million  black-and-white  sets  in  use. 
By  the  time  technology  and  price 
combine  to  broaden  the  market,  there 
may  be  fewer  contenders  around  to 
share  the  benefits.  Meanwhile,  the 
prospect  for  nearly  everybody  is 
squeezed  profit  margins,  but  with  the 
really  hig  squeeze  on  the  weaker 
companies.  ■ 


The  TV  Makers:  How  Have 

They  Done? 

-10A7    RF^III  T<; 

'^.TOPK 

nATA 

Company 

Sales 
(millions) 

^ change  from ^^ 

1966               1962 

Earnings 
pg,.             ^ change  from ^ 

Share                  1966               1962 

Net 
Profit 
Margin 

Return 

on 
Equity 

Recent 
Price 

1966-68 
Price  Range 

Admiral 

$   381 

-  8.1% 

89.0% 

def. 

* 

def. 

def. 

17% 

671/4—161/2 

Magnavox 

464 

1.8 

129.8 

$2.00          -11.1% 

132.6% 

6.6% 

29.4% 

395/8 

621/2—341/4 

Motorola 

630 

-  7.7 

81.6 

3.08          -43.0 

52.5 

3.0 

9.8 

1011/2 

2331/2-90 

RCA 

3,027 

4.7 

•    73.7 

2.27                0.4 

173.5 

4.9 

22.7 

455/8 

651/2-36% 

Zenith 

654 

4.6 

125.6 

2.18           -  5.6 

101.9 

6.3 

24.4 

541/8 

883/4-461/8 

'Profit  to  deficit. 

def.  deficit. 
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The  Very  Un merry  Months  of  May 

Behind  May  Department  Stores'  bright  figures  were  some  glaring  management 
weaknesses.  As  a  result  of  them,  the  figures  are  no  longer  nearly  as  bright 


In  the  early  sixties  probably  no 
major  department  store  chain  turned 
in  a  more  impressive  performance 
than  St.  Louis'  May  Department 
Stores  Co.,  the  U.S.'  third-largest  de- 
partment store  retailer.  May's  branch 
expansion  was  the  most  aggressive  in 
the  field.  In  the  last  ten  years  May's 
branch  operations  rose  from  33%  to 
over  55%  on  sales.  Also,  in  the  mid- 
Sixties,  May  was  the  envy  of  the  in- 
dustry when  it  picked  up  two  of  the 
most  successful  retailers  in  the  busi- 
ness, G.  Fox  in  Hartford,  Conn.,  and 
Meier  &  Frank  in  Portland,  Ore. 

May  was  not  simply  growing  bigger, 
it  also  seemed  to  be  growing  better. 
Between  fiscal  1960  (ended  Jan.  31, 
1961)  and  1965  earnings  rose  109% 
on  a  38%  gain  in  sales.  By  fiscal  1965 
May  was  earning  a  good  5%  on 
sales,  14%  on  stockholders'  equity, 
a  performance  very  nearly  as  good  as 
that  of  Federated  Department  Stores, 
the  most  profitable  major  company 
in  the  industry. 

But,  in  the  midst  of  its  enormous 
success,  cracks  began  to  show  up  in 
1966.  In  the  second  quarter  the  com- 
pany's earnings  declined  for  the  first 
time  in  20  quarters,  and  they  de- 
clined even  more  in  the  five  quarters 
that  followed.  Last  summer,  May's 
chairman  and  chief  executive,  Morton 
D.  (Buster)  May,  announced  that  the 
failure  of  its  accounting  controls  had 
created  severe  losses  in  two  major 
divisions.  It  was  evident  that  May  was 
in  deep  trouble.  In  just  two  years  its 
earnings  fell  about  a  third  despite  a 
7%  gain  in  sales.  By  the  end  of  last 
year.  May's  once  lofty  return  on  equity 
had  shriveled  to  a  mere  9%,  just  about 
where  it  was  when  its  expansion  pro- 
gram started  in  1960. 

What  Went  Wrong?  Chairman  May 
readily  concedes  that  the  company 
expanded  too  rapidly  for  its  own 
good.  In  California,  in  particular,  it 
built  some  of  its  branches  too  large, 
and  then,  before  these  branches  could 
establish  themselves,  found  itself 
building  still  other  branches  only  a  few 
miles  away  to  absorb  the  population 
growth  elsewhere.  The  result  was  that 
May  branch  stores  found  themselves 
temporarily  competing  with  each  other 
for  business.  May  still  feels  these 
moves  will  pay  off  in  the  long  run. 
"We  felt  it  was  extremely  important 
to  acquire  the  stores  and  the  loca- 
tions," he  says,  "because  if  we  didn't. 
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Groomed.  Chairman  Mor- 
ton May  (above)  says  he's 
been  grooming  Stanley  Good- 
man (below)  for  years  to  be- 
come May's  first  non-May 
president.  They  met  in  the 
1940s  when  both  were  execu- 
tives in   a  St.   Louis   hranch. 


we    would    lose    them    forever."   But, 
in  the  short  run,  they  have  taken  a  toll. 

The  real  problem,  as  May  sees  it, 
is  not  May's  expansion  or  its  markets, 
but  its  management,  or  rather  the  lack 
thereof.  "We  grew  so  fast  that 
we  didn't  have  enough  competent 
executive  staff  or  management  to  han- 
dle that  growth.  We  were  at  a  cross- 
roads a  year  and  a  half  ago,  and  we 
decided  then  to  professionalize  our 
whole  management  setup." 

Problems  &  Profits.  As  a  first  step, 
a  year  ago  May  himself  turned  over 
the  presidency  and  the  actual  man- 
agement of  the  company's  stores  to 
Stanley  J.  Goodman,  58,  head  of  the 
St.  Louis  division,  one  of  the  com- 
pany's most  profitable  units.  Good- 
man, the  company's  first  president  to 
come  from  outside  the  May  family, 
brought  in  David  Babcock  from  Min- 
neapolis' highly  successful  Dayton  Co. 
as  executive  vice  president  and  set 
about  trying  to  identify  May's  prob- 
lems. Says  Babcock:  "Management 
was  very  thin  in  some  places  and 
pretty  bad  in  others,  with  no  unifica-. 
tion  at  all  within  the  company." 

The   basic    problem    was   one   thai 
has    afflicted    more    than    one    major 
company  after  it  has  attained  a  cer- 
tain size:  divisional  autonomy.  When 
Goodman    took   over,    the    May   Co 
.scarcely  boasted  any  corporate  struc- 
ture at  all.   Each  of  its    12  division; 
operated   almost   completely   indepen 
dently  of  the  parent  organization  anc 
of  each  other.  They  answered  to  nc 
one    but    themselves.    This    excessivi 
autonomy,    as    May    expanded,    gav( 
rise  to  sloppy  divisional  management 
In   1966,  for  example,  the  Clevelanc 
division,  suffering  from  thin  manage 
ment,   had    practically   no   idea   wha 
was  going  on  with  its  accounts  pay 
able;   the  Washington,   D.C.   division 
ineptly    managed,    did    not    properl; 
record  its  purchases  and  payments  t( 
vendors.  The  effect  of  these  two  blun 
ders  alone  cost  the  company  approxi 
mately  $2  million  after  taxes  that  year 

"Our  investment  in  management, 
Goodman  says,  "in  developing  people 
in  service — all  those  expenses  we  mad 
that  could  have  been  sales-  and  profit 
generating — were  not  what  they  migh 
have  been.  We  used  to  have  a  tre 
mendous  profit  drive  in  the  compan 
which,  in  retrospect,  may  not  hav 
been  the  kind  that  produces  a  long 
range  profit  that  can  be  sustained. 
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No  Mergers.  The  May  Co.  landed  two  of  the 
nation's  best  retailers  when  it  acquired  G.  Fox 
of  Hartford  and  Meier  &  Frank  of  Oregon 
two  years  ago.  But  May  paid  a  price  by  limit- 
ing its  future  growth  through  acquisition:  The 
Federal    Trade   Commission   extracted   a   con- 


sent decree  under  which  the  May  Co.  agreed 
to  buy  no  more  stores  for  ten  years.  However, 
the  G.  Fox  division,  operating  only  this  main 
store  in  downtown  Hartford,  Conn,  is  in  an 
especially  good  position  for  expansion.  G.  Fox 
will    open    its    first    branch    later    this    year. 


Under  pressure  to  show  a  profit, 
even  if  it  meant  endangering  future 
markets,  many  of  May's  buyers,  for 
instance,  became  too  cautious.  The 
concept  of  trend  merchandising,  un- 
der which  buyers  commit  themselves 
to  products  when  they  are  beginning 
to  catch  on  (square-toed  shoes  and 
textured  hosiery  are  two  trends  May's 
bu\ers  held  back  on),  was  largely 
ignored.  May  stuck  with  tried-and- 
true  merchandise,  and  the  result  was 
that  May  may  have  made  sales  to- 
day, but  it  lost  them  tomorrow. 

"May  doesn't  want  to  show  a  profit 
by  manipulation  or  jamming  the  hell 
out  of  sales  any  longer,"  Babcock 
says.  "I  want  a  quality  profit  that's 
going  to  do  only  one  thing — go  up. 
I  would  rather  have  one  of  our  stores 
work  toward  upgrading  its  fashion 
image  by  running  a  full-page  ad  to- 
day on  women's  square-toed  shoes 
and  do  only  half  the  business  they 
might  do  with  a  close-out  sale  on 
pointed  shoes.  This  doesn't  get  you  a 
single   customer  for   next   year." 

"Unless  you  have  a  certain  dy- 
namic growth  rate  going  in  your  ex- 
isting stores,"  Goodman  adds,  "you 
just  can't  keep  your  profits  moving, 
no  matter  what  companies  you  ac- 
quire." 

But  the  real  probkm,  as  Goodman 


sees  it,  was  lack  of  depth  in  manage- 
ment. The  company  had  paid  too 
much  attention  to  the  P&L  statement 
and  not  enough  to  people. 

For  instance,  some  branches  that 
should  have  been  staffed  by  a  senior 
general  merchandise  manager  and 
three  general  merchandise  managers 
were  headed  by  a  single  general  mer- 
chandise manager.  And  branch  man- 
agers, who  should  have  been  earning 
$25,000  to  $30,000  a  year,  were  mak- 
ing $12,000  and  $13,000.  "In  the 
branch  stores  we  got  into  a  pattern 
of  staffing  them  not  necessarily  with 
weak  people  but  with  people  at  too 
low  a  level, "  Babcock  says.  "There 
were  not  enough  layers  of  manage- 
ment, so  that  the  president  himself 
was  necessarily  devoting  a  lot  of  his 
time  to   merchandising." 

Ways  &  Means.  May's,  Goodman's 
and  Babcock's  solutions  to  May's  prob- 
lems are  twofold — management  and 
organization:  and  considerable  prog- 
ress has  already  been  made.  In  the  past 
months  May  has  hired  scores  of  new 
divisional  executives  and  added  more 
than  40  men  to  the  corporate  staff, 
including  new  vice  presidents  for 
planning  and  research,  merchandis- 
ing, buying,  operations  and  finance. 
Simultaneously,  Goodman  has  been 
laboring  to  centralize  the  company's 


long-autonomous  divisions,  to  estab- 
lish financial  and  budgetary  controls 
and  lay  down  areas  of  executive  re- 
sponsibility and  accountability.  The 
object  of  all  this  is  basic.  "Our  return 
on  investment  isn't  good  at  all,"  Bab- 
cock says.  "We've  got  to  improve  it." 

In  attempting  to  do  so,  May  clear- 
ly has  a  lot  going  for  it.  Considering 
all  its  problems.  May's  current  9% 
return  isn't  bad  at  ail.  Basically,  May 
boasts  one  of  the  strongest  retailing 
operations  in  the  U.S.  In  most  areas  its 
stores  still  carry  that  fashion  image 
so  vital  to  retailing  profits.  It  still  ranks 
as  the  dominant  retailer  in  ten  of  the 
12  areas  in  which  it  operates.  It  al- 
ready has  an  effective  balance  between 
branch  and  downtown  operations. 

"We  don't  have  to  go  out  and  pour 
a  lot  of  money  into  brick  and  mortar 
to  improve  our  return,"  Babcock  says. 
"We  have  the  stores.  We  can  easily 
get  $10  more  per  square  foot  in  sales 
and  a  tremendous  increase  in  volume 
[about  S200  million]  without  adding 
one  nickel  to  our  investment.  What 
we've  got  to  do  is  manage  what  we  al- 
ready have  and  do  a  better  job  at  it 
than  our  competitors." 

Which,  of  course,  should  have  been 
done  right  in  the  beginning.  It's 
cheaper  to  avoid  mistakes  than  it  is 
to  correct  them.   ■ 


Medicine:  In  Hot  Water 

Even  the  medical  profession  now  admits  that  medical  costs  are  getting  out  of  hand.  This 
is  especially  true  of  hospital  costs.  It's  one  reason  big  business  is  eyeing  the  field. 


Medical  Services  are  now  the  fastest-rising  item  on  the  consumer  ir 
dex.  They  soared  by  nearly  8%  last  year  while  the  consumer  index  was 
rising  by  3.1%.  Hospital  costs  have  been  rising  at  nearly  16%  per  year 
for  the  last  couple  of  years. 

The  Cost  of  a  Hospital  Room  averaged  $55  a  day  in  1967.  It  will 
approach  $63  a  day  in  1968.  By  1975  it  will  reach  $100  a  day. 

The  Nation's  Total  Health  Bill  ran  to  $54  billion  in  1967.  This 
was  6%  of  the  gross  national  product.  By  1975,  the  bill  will  be  well 
over  $100  billion,  8%  of  the  projected  GNP. 

Your  Taxes  are  paying  for  a  good  part  of  this 
Federal  Government  alone  spent  $10.8  billion  on 
year,  it  will  spend  $15.6  billion. 


bill.  Last  year,  the 
medical  care.  This 


The  Health  "Industry"  Now  Employs  about  300,000  doctors,  640,- 
000  nurses,  2  million  hospital  workers,  and  nobody  knows  how  many 
outside  laboratory  technicians.  By  1975  it  will  employ  1.5  million 
doctors  and  nurses  and  4.5  million  hospital  workers — twice  as  many 
people  in  all. 

As  both  the  absolute  and  proportionate  cost  of  medical  care  rises, 
what  are  Americans  getting  for  it?  A  higher  standard  of  health?  Not 
necessarily.  The  statistics  actually  show  evidence  of  deterioration. 
When  it  comes  to  infant  mortality,  the  U.S.  ranks  a  dismal  13th,  well 
behind  countries  like  Japan  and  Finland,  which  have  nothing  like  our 
standard  of  living.  Since  1950,  the  U.S.  has  dropped  seven  places. 

According  to  the  Columbia  School  of  Public  Health,  43%  of  the 
nation's  5,200  general  hospitals  provide  care  that  is  only  "poor  to 
fair." 

To  be  sure,  some  of  this  statistical  evidence  of  statistical  weakness 
is  traceable  to  the  substantial  minority  of  Americans — Negro  and  poor 
white — who  do  not  share  in  our  general  prosperity.  But  other  evidence 
shows  that  even  those  Americans  willing  and  able  to  pay  for  the  best  in 
medical  care  aren't  getting  their  money's  worth. 

What's  wrong? 


Almost  everyone  has  a  story  to  hor- 
rify his  friends  with — about  the  night 
a  doctor  wouldn't  come  to  his  apart- 
ment even  though  his  child  had  a 
fever  of  104  degrees,  about  the  day  his 
mother-in-law  had  to  sit  in  the  wait- 
ing room  of  a  hospital  with  a  broken 
hip  for  six  hours  before  she  could  be 
admitted.  Often  the  story  has  a  grue- 
some footnote.  She  was  finally  placed 
in  what  the  hospital  called  "a  semipri- 
vate  room."  It  held  three  other  people. 
The  cost:  $70  a  day. 

Insurance,  Blue  Cross,  Blue  Shield, 
HIP.  Medicare  and  Medicaid  have 
saved    many   people    from    the    poor- 
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house,  but  even  they  have  critics.  Peo- 
ple complain  about  the  number  and 
complexity  of  the  forms  they  have  to 
fill  out,  the  long  delays  in  payment. 
Even  the  medical  profession  com- 
plains about  this,  even  the  hospitals. 
One  can  always  tell  how  widespread 
dissatisfaction  with  any  facet  of  Amer- 
ican society  has  become  by  the  way 
Congress  reacts.  Congress  has  now  dis- 
covered "the  health  problem."  Next 
month  the  Senate  Government  Oper- 
ations subcommittee  will  meet  to  probe 
"the  fantastic  rise  in  hospital  costs." 
The  committee  is  headed  by  Demo- 
cratic  Senator   Abraham   A.    Ribicoff 


of  Connecticut,    who   happens   to   be 
running  for  reelection  this  year. 

The  American  Medical  Association 
is  quite  alarmed  at  how  widespread 
the  dissatisfaction  with  medical  care 
in  the  U.S.  has  become.  Sa\> 
Dr.  F.J.L.  Blasingame,  executive  vice 
president  of  the  AMA:  "Members  of 
the  medical  profession  collectively  are 
facing  bad  times."  Dr.  Blasingame 
doesn't  mean  financially:  "The  social, 
political  and  economic  climate  of  to- 
day is  not  favorable;  and  there  are  in- 
dications that  it  may  be  worsening.  To- 
day's physicians — and  even  more,  their 
successors — may  be  in  real  jeopardy 
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f  social  pressures  that  could  relegate 
iture  ph\sicians  to  a  far  less  noble 
)le  in  society  than  they  have  tradi- 
onally  played." 

The  U.S.  spends  far  more  on  medi- 
il  care  than  any  other  nation  in  the 
orld.  The  S54  billion  it  spent  last 
:ar  exceeded  the  entire  gross  national 


school  and  two  years  of  internship. 

This  is  one  reason  why  doctors  often 
refuse  to  make  a  house  call — they're 
too  busy.  It's  also  the  reason  why  doc- 
tors' fees  are  increasing  at  the  rate  of 
1%  a  year  (see  chart).  Most  doc- 
tors may  be  dedicated  people,  but  the 
law   of  supply   and   demand   still   ap- 


roduct  in  countries  like  Italy,  Swe- 
en,  Spain  and  Holland.  Why  then 
lould  the  U.S.  have  a  medical  care 
roblem  that  a  President's  committee 
;es  fit  to  call  a  "crisis"? 

Partly  the  reason  is  prosperity. 
Americans,  who  a  generation  ago  suf- 
sred  minor  aches  and  pains  because 
[ley  couldn't  afford  to  see  a  doctor  or 
ouldn't  afford  an  operation,  now  can. 
rhe  demand  for  medical  services  is 
rowing  at  a  tremendous  rate,  but  the 
lumber  of  doctors  is  not  keeping  up 
i^ith  the  demand.  It  takes  at  least  ten 
ears  to  produce  a  doctor — four  years 
•f    college,    four    years    of    medical 


plies  in  medicine.  Of  the  S54  billion 
the  nation  spends  on  health  care,  doc- 
tors today  get  $12  billion.  The  average 
doctor  in  the  U.S.  grosses  $44,000  and 
nets  $32,000.  There  are  many  spe- 
cialists who  gross  $100,000. 

But  the  worst  factor  in  rising  medi- 
cal costs  is  not  the  doctors  but  the 
hospitals,  which  last  year  cost  Ameri- 
cans $17.6  billion.  Hospital  costs 
have  been  rising  faster  than  other 
rnedical  costs  and  are  perhaps  the 
biggest  single  villain  in  the  entire 
cost-of-living  picture.  They  have  risen 
around  16%  a  year  for  the  last  two 
years. 


Why  should  hospitals,  most  of  which 
are  nonprofit  institutions,  be  raising 
their  charges  at  this  rate?  Precisely  be- 
cause they  are  nonprofit  institutions. 

Since  they're  under  no  obligation 
to  show  a  profit,  they're  under  no 
compulsion  to  keep  a  lid  on  costs.  A 
profit-making  organization  will  do 
everything  it  can  to  eliminate  paper- 
work, even  substituting  computers 
for  clerks  if  a  cost  analysis  shows  that 
computers  will  be  more  efficient.  But 
in  many  hospitals,  paperwork  now 
accounts  for  30%  of  all  costs. 

Hospital  workers  are  not  paid  very 
much.  They  average  $3,800  a  year 
— and  this  figure  includes  nurses,  who 
can  make  as  much  as  $12,000,  and 
laboratory  technologists,  who  average 
$8,000.  The  problem  is  that  most  hos- 
pitals employ  an  unconscionable 
number,  and,  instead  of  figuring  out 
how  to  cut  down  on  the  number,  they 
keep  hiring  more.  Says  Dr.  Donald  A. 
Kennedy,  assistant  professor  of  pre- 
ventive medicine  at  the  Tufts  Uni- 
versity School  of  Medicine:  "Hospital 
costs  have  been  escalating  fast  because 
of  rising  labor  costs.  These  labor  costs 
are  not  so  much  attributable  to  wage 
increases,  although  they  have  occurred. 
They  are  attributable  mostly  to  an  in- 
creasing ratio  of  hospital  employees  to 
patients,  without  a  productivity  in- 
crease. Ten  years  ago,  according  to  the 
American  Hospital  Association,  there 
were  one-and-a-half  employees  per  pa- 
tient. There  are  now  two-and-a-half." 

The  airy-fairy  attitude  of  the  aver- 
age hospital  toward  costs  extends  to 
equipment.  "There  has  been  a  great 
capital-equipment  buying  spree,"  says 
Dr.  Kennedy.  "There's  a  lot  of  me- 
tooism:  everybody  wants  the  latest 
machine  the  hospital  down  the  street 
just  got  whether  it's  needed  or  not." 

A  Cost-Pius  Business 

So  far,  it  has  been  easy  for  hospitals 
to  raise  their  fees  as  their  costs  have 
increased.  Until  recently,  most  peo- 
ple haven't  really  cared:  They  were 
covered  by  hospital  insurance.  How- 
ever, the  insurance  rates  have  been 
mounting  at  a  fearful  rate.  Blue  Cross 
rates,  for  example,  have  risen  120% 
since  1946.  People  are  beginning  to 
complain. 

The  problem  has  grown  so  great 
that  some  sort  of  change  seems  in- 
evitable. And  not  in  hospital  care. 
Health  Economist  Harry  Becker,  pro- 
fessor at  Albert  Einstein  College  of 
Medicine  at  Yeshiva  University, 
says:  "There's  a  revolution  forming. 
It's  coming  from  two  directions.  First, 
prepaid  group  practice  (where  phy- 
sicians are  paid  a  salary  and  not  in- 
dividual fees)  is  beginning  to  catch 
on.  Second,  introduction  of  a  whole 
array     of     new,     automated     capital 
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equipment  will  increase  productivity." 

It's  our  system  of  paying  a  doctor 
or  a  hospital  a  fee  every  time  we  are 
sick  or  need  a  checkup  that  econ- 
omists such  as  Harry  Becker  think 
really  needs  changing.  The  more  vis- 
its a  person  makes  to  the  doctor,  the 
more  money  the  doctor  makes.  Doc- 
tors do  not  have  the  same  economic 
incentive  to  cure  a  patient  as  a  lawyer 
has,  say,  to  win  a  case. 

Some  people  think  a  system  of  pre- 
paid group  practice  would  change  all 
this.  That  it  would  give  the  physician 
every  incentive  to  discourage  unnec- 
essary visits  and  to  discharge  the  pa- 
tient, cured,  as  quickly  as  possible. 

Needless  to  say.  traditional,  organ- 
ized medicine  is  dead  set  against  this. 
It  wants  to  keep  medicine  the  very 
personal  patient-to-physician  rela- 
tionship it  is  today.  But  major  forces 
are  working  against  the  traditional 
system.  One  is  the  trade  unions.  An- 
other is  industry,  which  is  concerned 
about  keeping  its  workers  healthy. 

For  years,  according  to  Dr.  Elsie 
Georgi,  head  of  the  Retail  Union 
Clerks  Predictive  Medicine  Founda- 
tion in  Los  Angeles:  "The  govern- 
ment and  the  unions  have  succeeded 
in  financing  the  medical  industry 
and  private  [medical  insurance],  only 
to  find  that  money  does  not  guaran- 
tee service.  Unions  in  particular 
bought  a  health  package  but  they  for- 
got to  see  if  anything  was  in  the  pack- 
age— each  year  we  pay  more  for  less." 

Unions  are  now  banding  together 
to  use  their  combined  economic  pow- 
er to  get  a  better  medical  package. 
What  they  want  are  prepaid  group 
plans.  Some  13  unions  in  California 
have  joined  to  get  better  medical 
plans.  They  control  nearly  $  I -billion 
in  members'  annual  medical  payments. 

On  a  national  scale,  Richard  E. 
Shoemaker,  assistant  director  of  the 
AFL-CIO     Social     Security     depart- 


ment, says  "Prepaid  group  practice 
plans  are  AFL-CIO's  answer  to  health 
financing.  .  .  .  They  are  cheaper  for 
the  individual,  give  better  quality 
services,  have  the  benefit  of  a  team- 
work approach  to  health  care  ...  if 
we  want  to  change  the  system  we're 
going  to  have  to  do  it  ourselves." 
He  is  referring  to  the  doctors'  fees  for 
service  charges  and  the  hospitals'  cost- 
plus  charges. 

Kaiser's  Pioneering  Plan 

One  pioneer  group  plan  was  New 
York's  Health  Insurance  Plan,  which 
now  has  over  750,000  members.  But 
the  biggest  is  Oakland,  Calif. 's  Kaiser 
Foundation  Health  Plan.  Organized  by 
Henry  Kaiser  prior  to  World  War  II 
for  his  own  construction  workers,  it 
has  now  grown  to  embrace  1 .7-million 
community  subscribers,  with  only 
40,000  now  associated  with  Kaiser. 

Basically,  the  Kaiser  plan  follows 
the  principle  of  paying  small  amounts 
periodically  but  not  paying  when 
you're  sick.  The  plan  pays  groups  of 
doctors  and  Kaiser's  own  hospitals 
for  service  on  a  per-subscriber,  not 
fee-for-service,  basis.  Doctors  get  sal- 
aries They  lose  time  and  money  when 
a  subscriber  keeps  coming  back  sick. 

According  to  Dr.  Cecil  C.  Cutting, 
executive  director  of  the  Permanente 
Medical  Group,  the  original  Kaiser 
plan  group  which  serves  the  San 
Francisco  area,  the  doctors  make  out 
fairly  well  financially.  They  join  the 
group  at  salaries  ranging  from  $18,- 
000  to  $24,000  a  year.  After  three 
years,  they  become  partners.  This  not 
only  entitles  them  to  a  raise  of  $1,500 
a  year  every  year,  it  gives  them  a 
share  of  the  profits,  which  run  to 
around  $5,000  a  year.  Many  doctors 
in  the  group  earn  $50,000  a  year,  and 
they  don't  have  the  expense  of  main- 
taining an  office. 

One  of  the  virtues  of  prepaid  group 
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"I  think  I'd  like  to  call  in  a  second  computer." 
Courtesy  of  Medical  Tribune 


care,  Dr.  Cutting  says,  is  that  "we 
often  get  people  in  the  early  disease 
stage.  When  there's  a  financial  bar- 
rier to  seeing  a  doctor,  some  people 
wait  too  long." 

More  and  more  companies  and 
unions  are  becoming  interested  in  the 
Kaiser  idea  because  an  employee 
(and/or  company)  pays  only  so  much 
a  year,  an  average  of  $100  with 
Kaiser,  and  no  matter  what  happens 
the  employee  can  go  to  the  hospital, 
.the  doctor,  or  for  a  free  checkup  (he 
pays  a  $1  registration  fee).  Now,  Kais- 
er seems  prepared  to  "go  national," 
according  to  Dr.  Clifford  Keene, 
president  of  Kaiser's  Health  Plan.  Says 
Dr.  Keene:  "We're  already  spread 
along  the  West  Coast  with  1,600  doc- 
tors and  19  hospitals.  Now,  we  want 
to  move  east  of  the  Rockies.  We  feel 
it  is  incumbent  on  us  to  do  it  .  .  .  some 
time  this  year  we  will  make  our 
move." 

Screening  by  Computers 

The  Kaiser  plan  is  highly  success- 
ful because  it  is  a  marriage  of  astute 
business  and  medicine  practice.  Kais- 
er has  a  "multiphasic  screening"  cen- 
ter where  some  45,000  subscribers  a 
year  can  get  highly  automated,  com- 
puterized physical  exams  to  catch 
illness  before  it  takes  hold.  This  in- 
centive to  keep  the  subscriber  healthy 
pays  off  in  cutting  costs.  On  a  recent 
survey,  the  Federal  Employees  Health 
Benefits  Program  (the  Government  is 
now  a  big  buyer  of  Kaiser  health  plan 
packages  for  its  employees  on  the 
West  Coast)  found  that  its  group  plan 
subscribers  used  433  days  of  hospi- 
talization per  1,000  enrolled,  while 
Blue  Cross-Blue  Shield  subscribers 
(with  doctors  paid  on  a  fee-for-serv- 
ice basis)  had  865  days  of  hospital- 
ization per  1,000.  Kaiser  surgery 
rates  were  also  nearly  half  those  of 
Blue  Cross. 

The  big  insurance  companies,  most 
of  which  claim  they  are  severely 
squeezed  on  their  regular  fee-for- 
service  plans  because  of  rising  costs, 
are  interested  in  offering  prepaid 
group  plans  like  Kaiser's.  Says  Mor- 
ton D.  Miller,  vice  president  and 
actuary  of  the  Equitable  Life  Assur- 
ance Society:  "There  is  a  wise  body 
of  opinion  that  holds  that  productiv- 
ity might  be  increased  through 
changes  in  the  organization  of  medi- 
cal practice — particularly  through 
wider  group  practice." 

A  group  plan  is  being  set  up  in  the 
Boston  area  by  Harvard  Medical 
School  officials  and  an  imposing  list 
of  insurance  companies  such  as  Aet- 
na Life,  Equitable  Life,  Prudential, 
John  Hancock,  Metropolitan,  Con- 
necticut General  and  Travellers.  The 
(Continued  on  page  31) 
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Lear  Siegler,  Inc.  started  out  making 
products  better-and  never  stopped 
growing.  ^         ^ 

We  started  in  the  heating  industry  in 
a  smaH  way.  Now  we're  creating  some 


Mammoth  Industries,  an  LSI  subsid- 
iary, ftew  provide  environmental  air 
for  a  lUiijor  automotive  manufacturer's 

^mmenii^e  2.5  million  sq.  ft.  plant.  We 
also  produce  smaller,  advanced  climate 

^control  equipment  for  the  mobile 
home,  residential,  apartment  and 
school  markets. 

The  LSI  way  of  making  something 
a  little  better  technologically  is  also 
responsible  for  much  of  our  growth  in 
the  areas  of  power  equipment,  avionics, 
systems  and  services,  commercial 
electronics,  and  fabricated  automotive 
products.  In  each  field  we're  making 
advances  that  are  distinctively  LSI, 
and  markedly  superior.  These  product 
improvements  are  one  of  the  reasons 
why  our  sales  have  increased  from  $6.5 
million  13  years  ago  to  more  than 
$400  million  today. 

We  have  come  a  long  way  since  the 
days  of  our  little  red  stove.  You  might 
say  LSI  never  believes  in  letting  well 
enough  alone  if  it  can 
\   be  made  a  little  better. 

j  Lear  Siegler,  Inc. 
y  Executive  Offices, 
Santa  Monica,  Calif. 
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^u  can  enjoy  an  ear  of  com  for  about  5C 


That's  one  of  the  reasons  why 

this  $7000  Allis-Chalmers  tractor 

and  planter  is  such 

a  good  investment 


The  pennies  you  pay  for  this  luscious  eating  seem  incredible 
when  you  realize  each  ear  has  to  be  hand  picked— gathered 
individually  from  the  field  at  the  right  moment  of  ripeness. 
What  keeps  the  price  so  low?  Today's  sophisticated  growing 
methods.  Modern  farm-machinery  systems,  such  as  this  Allis- 
Chalmers  tractor-and-planter,  that  places  seed,  fertilizer, 
insecticides  and  herbicides,  all  in  a  single  pass! 

This  is  the  kind  of  unique  combination  of  capabilities  that 
progress-making  people  throughout  the  world  have  come  to 
expect  from  Allis-Chalmers  ...  in  agriculture,  construction,  in- 
dustry and  space  exploration.  Allis-Chalmers  General  Offices, 
Milwaukee,  Wisconsin  53201. 


ALLIS-CHALMERS 


If  we  could  get  our  mitts 
on  those  engines, 
you  couldn't  hear  them 
a  block  away 


The  average  person  only  sees 
a  turbine  engine  when  it's 
moving  a  jet  airplane— like  the 
250-ton  XB-70  above. 

But  thismarvelously  efficient 
engine  is  showing  up  in  the 
most  unlikely  places.  A  tur- 
bine-engine car  came  within  a 
hairbreadth  of  winning  the 
Indianapolis  Race  last  year. 
Gas  turbines  will  power  the 
160-mph  train  being  planned 
for  the  New  York- Washington 
run.  But  the  fastest-growing 
use  is  for  electric  power  gen- 
eration—  everything  from  a 
monster  10-engine  cluster  in 
Cincinnati,  to  a  125-lb.  10  kilo- 
watt unit  that  can  be  lifted  by 
two  men. 

The  thing  about  gas  turbines 
is  that  some  of  them  are  noisy. 


And  noise  has  been  plaguing 
man  ever  since  50  B.C.  w^hen 
Caesar  banned  chariots  from 
the  streets  at  night  so  his  fel- 
low Romans  could  sleep. 

One  expert  estimates  that 
the  sound  level  in  cities  is 
growing  by  one  decibel  per 
year.  He  thinks  that  in  30 
years  the  noise  could  be  liter- 
ally lethal. 

Koppers  is  on  top  of  this 
problem.  When  it's  equipped 
with  a  Koppers  silencer,  you 
can  run  a  turbine  engine  in 
the  middle  of  town  and  nobody 
even  knows  it's  there.  The 
armed  forces  use  Koppers 
silencers  to  ground-test  F4G 
Phantom  jet  engines  without 
splitting  everybody's  ear- 
drums. Koppers  silencers  will 


be  on  that  160-mph  train,  too. 
So  far,  we  can't  quiet  in-flight 
aircraft  noise  because  present 
Koppers  silencers  are  so  big 
and  heavy  they'd  never  get  the 
plane  off  the  ground. 

Noise  abatement  is  only  one 
of  the  problems  being  solved 
by  Koppers  Environmental 
Control  specialists.  We're 
helping  to  clean  the  air  with 
industrial  precipitators  and 
"clean  rooms"  for  precision 
work.  We're  helping  to  clean 
the  nation's  water  supply  with 
a  wide  range  of  sewage  treat- 
ment devices. 

Man  seems  determined  to 
foul  his  own  nest.  Koppers  is 
determined  to  clean  it. 

Koppers  Company ,  Inc.,  Pitts- 
burgh, Pa.  15219. 


Environmental  Systems  •  Chemicals  and  Coatings  •  Plastics  •  Architectural  and  Construction  Materials  •  Engineered  Products  •  Engineering  and  Constructiot 
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(Continued  from  page  26) 
aim:  "To  set  up  a  Kaiser-plus  plan 
*ith  in-patient  and  ambulatory  care, 
including  preventive  services,  diagnos- 
tic evaluations,  health  education,  fam- 
ily counseling,  acute  and  emergency 
treatment,  home  care,  rehabilitative 
and  chronic  extended  care." 

In  New  York  the  city  government 
is  pondering  the  possibility  of  having 
a  whole  flock  of  neighborhood  health 
centers  as  kind  of  satellite  hospitals 
where  859c  of  a  person's  needs  could 
be  satisfied  without  going  to  a  doc- 
tor's office  or  into  a  hospital.  Accord- 
ing to  Mrs.  Joan  Leiman,  a  program 
planner  for  the  city's  Budget  Bureau, 
New  York  spends  $800  million  a 
year  on  its  health  budget.  "We  have 
18.000  hospital  beds  and  are  sup- 
posed to  cover  4  million  people  .  .  . 
but.  unfortunately,  the  only  doctor's 
oflice  the  poor  people  know  is  the 
crowded  hospital  emergency  room." 
The  neighborhood  health  centers  in 
New  York,  like  the  one  at  Montefiore 
Hospital  in  the  Bronx,  are  staffed  by 
highly  motivated  doctors  who  are  paid 
a  salary — no  fees. 

Homes  vs.  Hospitals 

The  neighborhood  center  can  be 
public  like  New  York's  or  private  like 
Kaiser's.  The  idea  is  to  have  a  place 
near  the  home,  as  near  as  a  neighbor- 
hood school,  where  the  great  bulk  of 
family  medicine  can  be  practiced. 
Patients  will  recuperate  more  in  the 
home,  using  home  cooking,  home 
nursing  by  relatives,  rather  than  in 
hospitals  where  80%  of  soaring  costs 
are  incurred  by  a  hospital's  so-called 
"hotel  services."  If  a  patient  needs  an 
appendectomy  or  more  serious  care, 
he's  sent  to  a  community  hospital.  If 
he  needs  extremely  sophisticated  care, 
such  as  a  heart  operation,  he  will  be 
sent  to  a  central,  highly  equipped, 
automated    teaching-center    hospital. 

This  way  costs  of  duplication  can 
be  cut  drastically.  In  the  state  of  New 
York,  for  example,  the  Governor's 
Committee  on  Hospital  Costs  found 
that  38  hospitals  had  facilities  to  per- 
form open-heart  surgery,  but  in  one 
year  six  of  these  hospitals  didn't  per- 
form a  single  one.  Only  one  hospital 
met  the  economic  minimum  of  one 
operation  a  week.  Hospital  patients 
paid  for  this  costly  duplication. 

Faced  with  mounting  costs  and  ris- 
ing public  dissatisfaction,  the  medical 
profession  would  be  foolish  to  put  its 
head  in  the  sand  and  pretend  all  is 
well.  It  isn't.  Changes  are  coming  to 
medical  care  and  nobody  can  stop  the 
process.  One  of  the  most  important 
pending  changes  centers  around  the 
cautious  but  ambitious  probing  of 
the  medical  field  by  big  business.  That 
story  follows. 


Move  Over,  Doc 


For  years  nobody  thought  of  medical  care  as  being  an  "industry."  But 
now  that  it's  eating  up  6%  of  the  gross  national  product  and  on  its  way 
to  10%  by  the  late  1970s,  big  business  is  looking  for  ways  to  get  in. 


"Health  care  is  now  too  big  to  be 
left  to  the  doctors." 

So  says  Richard  Guttmacher,  execu- 
tive vice  president  of  Bionetics  Re- 
search Laboratories,  a  biology  testing 
lab  in  Washington,  D.C.,  and  he  isn't 
speaking  for  himself  alone.  An  in- 
creasing number  of  high-technology 
companies,  and  especially  companies 
in  the  aerospace  industry,  are  moving 
into  the  health  market.  Obviously  no 
maclrne  can  ever  replace  a  doctor  or 
a  nurse,  but  machines  can  help  doctors 
and  nurses.  And  even  more  important: 
They  may  be  able  to  curb  the  frighten- 
ing rise  in  the  cost  of  hospital  care. 
These  high-technology  companies  may 
not  be  able  to  read  a  prescription 
(who  can  except  a  pharmacist?)  but 
they  do  know  something  about  such 
things  as  systems  analysis  and  elec- 
tronic circuitry. 

Just  how  big  a  share  of  the  health 
market  business  can  get  is  anybody's 
guess.  It  will  depend  on  its  success  in 
developing  systems  and  equipment  for 
hospitals  that  really  work.  In  that 
sense  the  health  market  is  very  much 
like  the  education  market,  which  offers 
almost  unlimited  opportunities  for  any 
company  that  can  devise  teaching 
machines  that  really  teach. 

The  health  market  is  like  the  edu- 
cation market  in  another  way.  Doc- 
tors, no  less  than  school  teachers,  are 
hard   to  sell.  Among  the   companies 


now  moving  into  the  health  market  is 
General  Electric;  and  General  Elec- 
tric has  discovered  this  already.  Says 
Harry  R.  Wrage,  general  manager  of 
GE's  Medinet  Applications  Operation 
(which  is  concerned  with  automating 
hospitals):  "You  have  to  get  the 
doctors  with  you,  show  them  that 
these  devices  will  take  away  the 
routine,  free  them  for  the  interesting 
cases." 

Another  company  in  the  health 
market  is  Litton  Industries.  Litton  last 
year  hired  Dr.  Paul  Ritt  from  Melpar 
to  head  up  a  new,  Washington-based 
Sciences  and  Hospital  Systems  division 
to  "get  us  moving  faster  in  this  medi- 
cine business."  Dr.  Ritt  is  doing  just 
that.  "We're  getting  contracts  with 
hospitals  to  make  systems-design 
studies,"  he  says,  and  he  cites  an 
example  of  how  such  a  study  can 
enable  a  hospital  to  cut  its  costs  while 
improving  its  services:  "We  found  a 
real  bottleneck  in  a  South  Carolina 
hospital,  right  in  the  admitting  pro- 
cedure. It  takes  hours  and  a  whole 
batch  of  forms  just  to  get  in."  Litton 
is  now  designing  and  developing  a  sort 
of  medical  credit  card  which  has  sensi- 
tized magnetic  strips  on  the  back.  On 
these  magnetic  strips  can  be  recorded 
all  the  patient's  medical  history, 
allergies,  blood  type,  immunities  and 
the  like,  and  his  financial  insurance 
data.  "When  he  goes  into  the  hospital 


It's  All  There.  At  Kaiser  health  groups,  it  takes  but  an  instant  to  check 
a  patient's  records.  Everything  known  about  him,  from  his  pulse  rate  to 
his  blood  type,  is  punched  on  a  card.  The  nurses  just  have  to  press  a 
button  and  out  will  come  the  information  the  doctor  wants. 


he  just  hands  over  his  card  and  jumps 
into  bed"  says  Dr.  Ritt,  adding,  "this 
could  be  a  really  big  market  for  us.  .  .  . 
We  could  work  through  Blue  Cross, 
Blue  Shield,  the  insurance  companies 
and  the  government  programs."  Blue 
Cross,  for  one,  is  getting  ready  for 
this  development.  According  to  J. 
Douglas  Colman,  president  of  Blue 
Cross'  Associated  Hospital  Service  of 
New  York,  it  has  already  started  de- 
veloping a  prepaid  prescription  drug 
system  "entirely  based  on  credit  card 
computerized  systems  and  printed  in 
the  pharmacies." 

Litton  also  is  working  on  an  elec- 
tronic-powered artificial  heart,  says 
Dr.  Ritt,  in  the  belief  that  "artificial 
organs  will  just  have  to  take  over  from 
the  living  heart  and  kidney  transplants. 
They  will  wipe  out  the  tricky  supply 
question  and  the  moral  problems." 

TRW's  Computerized  Hospital 

TRW  has  another  approach.  It  is 
aiming  at  the  systems-analysis  consult- 
ing market  for  hospitals.  About  a  year 
and  a  half  ago  TRW  got  its  first  ma- 
jor contract  in  the  medical  field,  a  job 
to  design  and  equip  a  $100-million 
hospital  center  in  Edmonton,  Canada 
for  the  University  of  Alberta.  The  hos- 
pital will  be  highly  computerized  and 
will  have  such  things  as  six  different 
kinds  of  intensive  care  units  (cardiac, 
renal,  neurosurgical,  burn  damage, 
pulmonary,  general)  and  an  automated 
electronic  diagnostic  center  for  multi- 
phasic screening  (automated  check- 
ups) of  a  large  number  of  the  local 
population.  "We  think  we  see  the 
beginning  of  a  possible  turnkey  hos- 
pital business  here,"  says  Dr.  George 
E.  Hlavka,  senior  TRW  staff  engineer, 
Advanced  Systems  Laboratories.  "We 
might  be  able  to  design,  equip  and 
even  operate  a  hospital  for  the  owner." 


Quicker,    More    Accurate. 

The  spaghetti-like  gadget  can 
test  hundreds  of  blood  sam- 
ples in  12  different  ways  at 
one  time,  and  it  never  makes 
a  mistake.  The  computer 
(below)  records  just  how  a 
patient  undergoing  an  oper- 
ation is  reacting.  If  the  pa- 
tient is  reacting  badly,  the 
nurse  will  know  that  at  once. 


On  the  West  Coast,  Bio-Science 
Laboratories  of  Van  Nuys,  Calif,  is 
the  leader  in  the  burgeoning  biomedi- 
cal testing  business,  a  business  which 
fits  hand  in  glove  with  hospital  au- 
tomation and  which  has  risen  from  a 
modest  business  after  World  War  II  to, 
$3.5  billion  a  year  today.  According 
to  Dr.  Sam  Berkman,  president,  Bio- 
Sciepce  (which  has  a  majority  of  its 
stock  owned  by  Dow  Chemical)  "is 
spreading  out.  We  acquired  Samson 
•Laboratories  in  Philadelphia  to  give  us 
better  national  coverage.  We  eventu- 
ally plan  to  get  our  samples  in  by  mail 
and  have  them  back  in  a  few  hours  by 
computer  data  line  to  all  the  hospitals 
and  doctors'  offices  we  serve."  Dr. 
Berkman  says  the  medical  testing 
equipment  business  also  is  booming. 
Because  of  this,  Bio-Science  acquired 
Photovolt  Corp.  in  New  York,  a 
medical  instruments  manufacturer. 
Now  Bio-Science  and  Photovolt  are 
manufacturing  a  diagnostic  blood  kit 
incorporating  a  newly  designed  com- 
pact colorimeter  for  doctors'  offices. 
Dow  will  market  the  kits. 

Technicon  Corp.,  Ardsley,  N.Y.,  is 
the  biggest  manufacturer  of  specialized 
medical  testing  equipment.  Techni- 
con's  SMA  12  and  12/60  "autoana- 
lyzers"  are  the  key  pieces  of  equipment 
in  Kaiser's  multiphasic  testing  pro- 
gram, the  Los  Angeles  Retail  Clerk's 
Union  testing  and  Bio-Science  Lab. 
The  spaghetti-like  gadget  can  make 
5,184  blood-chemistry  tests  in  an 
eight-hour  working  day.  Competition 
is  coming  from  abroad,  however. 
Kaiser  just  bought  a  Swedish  "auto- 
chemist"  made  by  AGA  Corp.,  which 
can  process  3,000  blood  samples,  18 
separate  tests  on  each  sample,  in  one 
hour.  Perkin-Elmer  Corp.,  a  U.S.  com- 
pany, is  also  in  the  running  with  such 
(Continued  on  page  37) 
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(Advertisement) 


the  more 
you  look 

atLTX 

the  more 

you  see 


For  some  plain  talk  about  LTV, 
see  the  following  three  pages . . 


(A  dvcrtisement) 

Some  plain  talk  about  LTV:  its  visibility,  its  management, 
its  financial  strength,  conglomerates,  dilution  nonsense, 
and  what  makes  LTV  the  company  it  is. 


Much  has  been  said  and  written  recently  by  various  busi- 
ness observers  about  highly  diversified  companies  (com- 
monly called  "conglomerates")  relative  to  their  financial 
soundness,  structure,  motives  and  profitability. 

It's  time,  we  feel,  for  some  plain  talk  about  LTV's  ap- 
proach to  diversification. 

To  begin  with,  there  is  nothing  new  about  the  efforts  of 
business  to  diversify.  Long  before  the  term  "conglomerate" 
became  faddish,  companies  sought  diversification. 

Through  diversification,  companies  expand  their  techno- 
logical and  operational  capabilities,  enter  new  markets,  add 
financial  strength,  build  protection  against  economic  up- 
heavals, and  prepare  themselves  to  meet  the  needs  of  to- 
morrow. Our  philosophy  is  to  build  recession  resistant 
earnings.  We  will  not  be  dependent  upon  any  product  or 
technology  or  cyclical  business  to  sustain  LTV.  (See  sales 
and  earnings  chart  below.) 

Ling-Temco-Vought  is  a  truly  diversified  company.  It  is 
so  by  design.  In  fact,  we  so  strongly  believe  in  diversifi- 
cation that  it  is  our  objective  to  make  each  of  our  subsidiary 
companies  a  replica  of  the  diversified  parent  corporation. 

The  results  of  our  approach  to  diversification  —  which 
we  term  Project  Redeployment  —  are  there  for  all  to  see. 
It  constitutes  our  track  record  —  a  record  of  sustained, 
high-rate  growth,  both  internally  and  externally.  A  major 
criticism  of  "conglomerates"  (or  highly  diversified  com- 
panies) is  that  they  can  grow  only  by  acquisition.  In  the 
case  of  LTV,  we  believe  differently,  as  pointed  out  in  the 
chart  which  appears  at  the  bottom  of  this  page.  It  is  a 
graphic  presentation  of  fact  showing  where  our  subsidiary 
companies  were  five  years  ago  and  where  they  are  now. 

We  believe  this  chart  clearly  demonstrates  that  extraor- 
dinary growth  can  be  achieved  internally  by  highly  moti- 


vated management  —  and  that  a  highly  diversified  com- 
pany such  as  LTV  does  not  have  to  rely  upon  acquisitions 
to  realize  meaningful  growth. 

LTV  IS  THE  NATION'S  MOST  VISIBLE 
DIVERSIFIED  COMPANY 

What  do  we  mean  by  "visible?"  We  mean  exactly  what 
the  term  implies.  LTV  and  each  subsidiary  publishes  annual 
and  quarterly  reports  and  a  wealth  of  supplementary  finan- 
cial material  throughout  the  year,  including  prospectuses 
and  proxy  statements.  LTV  and  each  of  its  seven  subsidiary 
companies  is  publicly  owned.  The  securities  of  each  com- 
pany are  listed  on  either  the  New  York  or  American  stock 
exchanges.  Each  is  responsible  to  its  own  shareholders. 
Financial  analysts,  government  agencies  and  journalists 
study  and  report  on  the  subsidiaries  as  well  as  the  parent 
company. 

Because  of  this  visibility,  any  outstanding  or  sub-par  per- 
formances are  readily  recognizable. 

DILUTION  NONSENSE 

The  specter  of  "dilution"  is  a  related  subject  that  has 
been  discussed  with  more  heat  than  light.  Hypothesis  on 
occasion  replaces  objective  measurement  as  the  frame  of 
reference  by  which  business  is  analyzed.  Much  emphasis  is 
placed  on  arithmetical  and  hypothetical  potential  dilution. 
These  hypotheses  derive  from  the  number  of  common 
shares  outstanding  and  the  number  reserved  for  the  con- 
version of  convertible  preferred  stock  and  convertible 
debentures  and  the  exercise  of  warrants  and  options.  Such 
computations  are  misleading,  in  that  they  ignore  the  pos- 
sible redeployment  of  the  cash  generated  by  the  exercise 
of  warrants  and  options  —  and  of  the  equity  from  con- 


FIVE  YEARS  OF  RECORD  INTERNAL  GROWTH 

SALES  (In  Thousands)  EARNINGS  (In  Thousands) 

COMPANY 
Wilson  &  Co.,  Inc.** 
LTV  Aerospace  Corporation 
The  Okonite  Company 
LTV  Electrosystems,  Inc. 
Wilson  Sporting  Goods  Co.** 
LTV  Ling  Altec,  Inc. 
Wilson  Pharmaceutical  &  Chemical  Corporation** 

*Companies  acquired  during  the  period  accounted  for  approximately  the  following  percentages  of  earnings  increases  cited: 
Wilson  &  Co.,  Inc.,  33%;  LTV  Electrosystems,  Inc.,  106%;  LTV  Ling  Altec,  Inc.,  161%. 

*  *Pro-forma  based  on  historical  results  of  the  company  and/or  historical  results  of  predecessor  divisions  of  the  corporate 
predecessor. 


'ears  Ended  December  3 1 , 

Percent  Of 

1967 

1963 

1967 

1963 

Increase* 

$985,540 

$696,537 

$11,007 

$4,489 

145% 

343,696 

203,523 

9,577 

3,904 

145% 

103,238 

50,049 

9,009 

(405) 

181,788 

91,753 

5,354 

1,371 

291% 

89,066 

66,116 

4,032 

1,932 

109% 

102,409 

21,372 

2,328 

551 

323% 

39,514 

20,864 

1,717 

770 

122% 

(Advertisement) 


versions  —  to  provide  additional  earnings. 

Real  dilution  is  a  proper  concern,  and  it  has  been  a 
primary  concern  for  LTV  through  the  years.  Again,  the 
results  speak  for  themselves.  In  1962,  taking  into  consider- 
ation the  3-for-2  stock  split  —  on  a  fully  diluted  basis  — 
LTV  would  have  had  8.1  million  shares  outstanding  on  a 
$325  million  sales  base.  At  the  outset  of  1968  —  on  a  fully 
diluted  basis — LTV  would  have  6.6  million  common  shares 
outstanding  on  a  $1.8  billion  sales  base.  While  potential 
dilution  has  decreased  19  per  cent  arithmetically,  sales  have 
increased  454  per  cent  and  profits  293  per  cent. 

LTV  MANAGEMENT  IS  MOTIVATED, 
EXPERIENCED,  PROFESSIONAL 

Our  management  has  to  be  good.  In  every  echelon.  LTV 
is  so  structured  that  it  is  not  a  one-man  operation  either 
at  the  parent  or  subsidiary  level.  Each  member  of  the 
management  teams  has  a  major  equity  in  his  company's 
operation.  Each  has  built-in  incentive  programs,  and  each 
is  an  entrepreneur  in  his  own  right.  Because  of  this  equity 
stake,  the  intent  of  each  clearly  parallels  those  of  his  com- 
pany's shareholders. 

As  a  parent  operating  company,  Ling-Temco-Vought 
provides  management  services,  including  financial  planning 
and  controls,  direction  in  areas  of  acquisitions,  basic  re- 
search, computer  services,  industrial  relations  and  public 
relations.  In  short,  corporate  expertise  on  a  sustained  basis. 
As  a  result,  we  free  up  subsidiary  management  to  do  what 
they  know  best:  operate  their  companies  on  a  day -by-day 
basis  in  their  competitive  markets,  with  rewards  based  upon 
profit  performance. 

THE  DOMINO  THEORY  DOESNT  APPLY 

Each  LTV  subsidiary  is  operationally  and  financially 
independent  of  the  other.  Essentially,  each  is  financially 
independent  of  the  parent  corporation.  For  example,  with 
one  minor  exception,  the  parent  corporation  does  not  guar- 
antee the  bank  debt  of  its  subsidiaries.  Each  is  its  own  profit 
center  and  each  is  its  own  independent  credit  center.  Put 
another  way,  this  means  that  if  any  single  subsidiary  should 
experience  trouble,  its  adversity  would  in  no  way  affect  any 
other  subsidiary  —  and  would  affect  the  parent  corporation 
only  incrementally. 

BIGNESS  NOT  FOR  BIGNESS'  SAKE 

An  often  leveled  charge  at  large  companies  is  that  "big- 
ness" supports  mediocrity  and  hides  incompetency  —  and 
that  bigness  is  sometimes  mistaken  for  success.  LTV  has 
never  sought  bigness  for  bigness'  sake.  But  LTV  has  shown 
it  can  handle  bigness.  It  does  it  through  its  own  brand  of 


Corporate  Technology  and  the  application  of  Project  Rede- 
ployment. By  deploying  larger  companies  into  smaller 
enterprises  geared  for  growth,  we  create  complete  visibility 
and  define  management  responsibility  as  well  as  account- 
ability. 

Bigness  often  brings  complacent  conservatism  and  a  care- 
taker type  of  approach  to  management.  Yet,  anyone  who 
has  followed  LTV's  growth  knows  we  never  cease  to  inno- 
vate, or  develop  new  ideas  to  handle  accelerated  growth  or 
to  build  additional  strength  into  each  enterprise.  LTV's 
system  and  philosophy  of  management  has  the  dynamics 
found  in  entrepreneur-led  companies,  combined  with  the 
flexibility  and  strength  derived  from  "bigness." 

BUILDING  LASTING  VALUES 

What  makes  LTV  different  is  also  what  makes  it  success- 
ful. We  believe  our  success  is  directly  related  to  our  dedi- 
cation to  "building  lasting  values."  For  the  shareholder, 
growth  in  earnings  per  share.  For  the  employee,  incentive, 
recognition  and  fair  remuneration.  For  the  customer,  a 
superior  product  at  a  competitive  price.  For  the  communi- 
ties in  which  our  companies  operate,  increased  employ- 
ment and  the  exercise  of  good  corporate  citizenship. 

BALANCE  SHEET  SPELLS  IT  OUT 

To  increase  our  visibility,  we  submit  for  your  scrutiny 
the  unconsolidated  balance  sheet  (shown  on  following 
page)  as  of  December  31,  1967  for  LTV.  This  unconsoli- 
dated balance  sheet,  in  our  judgment,  best  illustrates  the  true 
financial  status  of  LTV.  Oversimplified,  it  eliminates  the 
consolidation  of  financial  data  with  the  subsidiaries  because 
each  of  the  subsidiaries  is  an  individual,  viable  enterprise 
with  its  own  separate  credit  lines  (generally  without  a 
parent  guaranty)  and  other  separate  resources,  and  the 
assets  of  a  going  business. 

Note  that  LTV  has  no  outstanding  bank  loans. 

On  a  conventional  basis,  shareholders'  equity  totaled 
$245,049,000  which  amounted  to  almost  4  times  the  total 
liabilities  and  almost  5  times  long-term  debt.  Based  upon 
market  values  as  determined  by  the  investing  public,  on 
December  31,  1967,  the  indicated  value  of  LTV's  invest- 
ment in  securities  of  its  subsidiaries  aggregated  over 
$800,000,000  which  after  giving  effect  to  income  taxes 
which  would  accrue  upon  disposal  of  these  securities,  would 
increase  LTV's  shareholders'  equity  to  $693,559,000  or 
more  than  10  times  our  total  liabilities.  While  we  have  no 
intentions  of  disposing  of  our  subsidiaries,  these  figures 
are  significant  since  they  are  representative  of  the  collateral 
base  we  have  from  which  to  finance  future  growth. 

Continued  on  next  page 
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Plain  talk  about  LTV  continued 


THE  RESULTS  SPEAK  FOR  THEMSELVES 

1967  was  a  record  year,  as  was  the  previous  year  —  and 
we  expect  1968  to  be  another  record  year.  Our  consolidated 
sales  for  1967  surpassed  $1.8  billion  and  net  income  was 
$34  million.  Earnings  per  average  share,  assuming  con- 
version of  residual  securities,  were  $7.11.  This  compares 
with  $4.26  in  1966,  stated  on  a  comparable  basis. 


FINANCIAL  STRENGTH 

We've  published  below  LTV's  unconsolidated  balance 
sheet  for  year-end  1967.  LTV's  conventional  net  worth  of 
$245  million  increased  .3 1 5  per  cent  over  our  1966  total 
of  $59  million.  The  high  degree  of  LTV's  liquidity  is  dem- 
onstrated by  cash  balances  of  $72,381,000,  net  working 
capital  of  $68,015,000,  and  the  ratio  of  current  assets  to 
current  liabilities  in  excess  of  7-to-l. 


LING-TEMCO-VOUGHT,  INC.  (Parent  Only) 
Balance  Sheet  December  31,  1967 

(In  Thousands) 

Cash 

Investment 
In  Subsidiaries 
Carried  At 
Cost                 Market 
$  72,381              $  72,381 
6,719                   6,719 
79,100                 79,100 
11.085                 11,085 
68,015                 68,015 
41,901                 41,901 
171,490               620,000* 
19,912                 19,912 
301,318               749,828 

—0—                — 0— 
51,529                51,529 

4,740                   4,740 
$245,049             $693,559 

less  estimated  income  tax  effect 
of  illustrating  LTV's  recognized 
Hngs  in  the  subsidiary  companies 

Other  current  assets 

Total  Current  Assets 

Current  Liabilities 

Working  Capital 

Investment  and  other  assets 

Investment  in  subsidiaries 

Property  —  net 

TOTAL     

LESS: 

Bank  loans 

Long-term  debt 

Deferred  credits          

SHAREHOLDERS' EQUITY 

*Based  on  market  value  of  subsidiaries'  shares  on  December  31,  1967  ($802,000,000), 
of  realization  ($182,000,000).  These  hypothetical  values  are  shown  only  for  purposes 
collateral  base  for  financing  future  growth.  LTV  has  no  intention  of  disposing  of  its  hola 
and  accordingly,  the  provision  for  estimated  taxes  shown  would  not  be  payable. 

LING-TEMCO-VOUGHT,  INC.  AND  SUBSIDIARIES 

CONSOLIDATED  SALES  AND  NET 

INCOME  (In  Thousands) 

YEAR  ENDED  DECEMBER  31,  1967 

Contribution  to  LTV's  Earnings 

Per  Share 

Average 

Assuming  Conversion 

Sales 

Net  Income 

of  Residuals 

Percent 

Wilson  &  Co.,  Inc.                                                        $    985,540(A) 

$11,007(A) 

$1.98 

27.8% 

LTV  Aerospace  Corporation                                          343,696 

9,577 

1.51 

21.3% 

The  Okonite  Company                                                      103,238 

9,009 

1.51 

21.2% 

LTV  Eiectrosystems,  Inc.                                                  181,788 

5.354 

0.77 

10.9% 

Wilson  Sporting  Goods  Co.                                              89,066(A) 

4,032(A) 

0.72 

10.1% 

LTV  Ling  Altec,  Inc.                                                        1 02,409 

2,328 

0.32 

4.5% 

Wilson  Pharmaceutical  &  Chemical  Corporation            39,514(A) 

1,717(A) 

0.30 

4.2% 

Ling-Temco-Vought,  Inc.  (Consolidated)                $1,833,259 

$34,003 

$7.11 

100.0% 

(A)  Pro- for  ma  based  upon  historical  results  of  the  Company  combined  with  historical  results  of  predece 

ssor  divisions  of 

the  corporate  predecessor. 

Ling-Temco-Vought,  Inc. 


Our  1967  Annual  Report  will  soon  be  published.  If  you  would  like  to  have  a  copy,  please  write: 
Annual  Report  /  Ling-Temco-Vought,  Inc.  /  P.  O.  Box  5003  /  Dallas,  Texas  75222 


(Continued  from  page  32) 
machines  as  its  laser  beam  analyzer 
which  can  spot  blood  cells  in  the 
process  of  dividing.  This  helps  diag- 
nose malignant  blood  disease  and  oth- 
er blood  disorders. 

By  Remote  Control 

Monitoring  a  patient's  cardiac,  re- 
spiratory and  other  functions  from  a 
distance,  and  even  remote-control 
diagnosis,  long  a  dream,  is  now  possi- 
ble. At  Edinburgh  Western  General 
Hospital.  Scotland,  the  Elliott  Auto- 
mation Computer  Ltd.  has  a  special 
rig  that  can  monitor  a  patient's  electro- 
encephalogram by  remote  control. 
RCA  has  tested  long-distance  diag- 
nosis of  an  electrocardiogram  via 
satellite.  The  Public  Health  Service  is 
monitoring  and  diagnosing  in  Wash- 
ington electrocardiograms  made  on 
reservations  in  Arizona.  The  findings 
are  printed  back  in  seconds. 

Honeywell  Inc.  has  come  up  with 
an  "electronic  nurse"  which  can  tell 
doctors  at  a  glance  what  a  patient's 
heart  rate,  blood  pressure,  respiration 
and  temperature  are  by  looking  at  a 
remote  office  reader.  Honeywell  also 
has  "Medac  66."  a  computerized  mon- 
itoring system  for  surgeons  so  a  pa- 
tient's vital  functions  can  be  seen  dur- 
ing each  knife  thrust. 

Lockheed  is  taking  a  different  route 
into  the  medical  business,  more  like 
TRW's  approach.  "The  real  practice 
of  medicine  is  an  information-han- 
dling art,"  says  Kenneth  T.  Larkin, 
director  of  Information  Systems,  Lock- 
heed Missiles  and  Space  Co.  Lock- 
heed is  moving  into  the  hospital 
consulting  business  and  is  laying  off 
medical  hardware  because  of  a  "pos- 
sible conflict  of  interest."  Lockheed 
has  contracts  with  some  California 
hospitals  and  with  a  large  university 
hospital  in  Saskatoon.  Canada.  But 
Lockheed's  newest  and  biggest  job  is 
with  the  Mayo  Clinic  where  the  com- 
pany has  a  long-term  contract  to  de- 
velop a  completely  automated  hospital 
information  system.  "We  are  going  to 
awtomate  the  doctors'  orders,  the 
nurses'  responses,  the  laboratory  tests, 
pharmacy  orders,  billing,  x-rays — ev- 
erything into  one  system.  We  found 
that  in  a  $1,000  hospital  bill.  $300  of 
that  expense  covers  nonproductive  in- 
formation handling  and  filing.  More 
important,  we  found  that  with  all  the 
red  tape  involved — signatures,  coun- 
tersignatures ( 1 2  different  human  op- 
erations just  to  get  an  x-ray  picture)  — 
there  is  one  chance  in  six  of  a  hos- 
pital test  having  some  error  in  it." 
Lockheed's  system  will  have  com- 
puter input  devices  called  Video  Mat- 
rix Terminals  where  a  doctor,  with  a 
focused  light  pencil,  can  give  orders 
and  see   a  patient's  up-to-date  chart 


Strictly     Automatic.     The 

auto-analyzer  (above)  not 
only  performs  ei^ht  different 
chemical  tests  from  one 
blood  sample,  it  automatical- 
ly records  the  results  on  the 
records.  "Sitn  One"  (below) 
is  a  special  dummy,  witli  simu- 
lated  pulse,  blood  pressure, 
and  the  like  on  which  medi- 
cal   students     can     practice. 


through  a  video  device. 

North  American  is  also  taking  the 
hospital  consulting  route.  North  Amer- 
ican got  into  the  medical  business  via 
its  Apollo  life-support  system  work 
for  NASA.  Now  the  company  is  work- 
ing with  Los  Angeles  County  Gen- 
eral Hospital  to  design,  write  spe- 
cifications for  and  equip  an  arti- 
ficial kidney  center  for  hemodialysis 
(artificial  kidney  treatments).  The 
company  also  is  designing  a  series  of 
satellite  hemodialysis  stations  for  the 
entire  Los  Angeles  area. 

Scam  Instrument  Corp.,  Skokie,  III., 
says  the  aerospace  companies  have  a 
lot  of  plans,  study  contracts,  bro- 
chures and  equipment  in  "development 
stage."  but  claims  it  is  the  first  to 
actually  automate  a  hospital.  Scam 
has  automated  St.  John's  Hospital, 
Joplin,  Mo.,  by  installing  THIS  (To- 
tal Hospital  Information  System), 
which  uses  some  30.000  punched  cards 
to  cover  every  doctor's  order,  every 
billing  order,  nurses'  responses,  lab  re- 
sponses. Nunses,  doctors  and  hospital 
administration  staff  just  stick  the  pa- 
tient's card  plus  one  with  punched 
orders  on  it  into  the  system  and  the 
computer  takes  over.  Hospital  ad- 
ministrators say  that  the  new  system 
has  actually  cut  out  four  hours  of 
paper  work  per  nursing  station  per 
shift,  leaving  the  nurses  free  to  take 
better  care  of  the  patients. 

Hospital  in  the  Home 

Union  Carbide  is  off  on  the  tack 
that  to  really  cut  medical  costs  you 
have  to  try  to  keep  people  out  of  hos- 
pitals. The  company  has  developed  an 
"oxygen  walker,"  which  permits  a  pa- 
tient with  a  respiratory  disease  or 
blockage  to  be  released  to  his  home. 
The  oxygen  machine  gets  the  patient 
out  of  the  hospital  oxygen  tent  "back 
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Have  A  Seat.   The  "Medi 

Chair,"  shown  above,  was 
developed  for  NASA.  While 
you  sit,  with  your  hands  on 
the  metal  plates,  it  will  check 
your  heart,  pulse,  breathing 
rale,  blood  pressure,  emotion- 
al reactions,  etc.,  freeing  the 
doctor  for  other  things.  Be- 
low, a  new  patient  is  enroll- 
ing in  a  Kaiser  health  plan. 


home,  to  work  or  even  out  to  a  show  if 
he  wants,"  says  Dr.  Robert  E.  Steven- 
son, manager  of  Carbide's  Biological 
Sciences  Development.  "One  out  of 
five  people  in  this  country  is  afflicted 
with  a  respiratory  problem,"  says  Dr. 
Stevenson,  predicting  this  kind  of 
breathing  aid  "will  have  a  mass  mar- 
ket." Carbide  has  also  developed 
cryogenic  surgery  equipment  and  tech- 
niques which  may  eventually  permit 


certain  "frozen"  operations,  such  as 
tonsillectomies,  to  be  done  bloodlessly 
in  a  neighborhood  clinic  or  at  the  doc- 
tor's office,  with  the  patient  able  to  re- 
turn to  his  home  the  same  day.  This 
would  drastically  cut  surgical  and 
hospital  expenses  for  many  kinds  of 
minor  operations. 

Dow  has  developed  an  artificial  kid- 
ney, which  is  being  tested  at  San  Fran- 
cisco General  Hospital.  The  size  of  a 
two-cell  flashlight,  the  kidney  is 
•portable  and  can  eventually  be  de- 
veloped into  a  disposable  unit. 

Aerojet-General  has  developed  and 
produced  "Sim  One,"  also  known  as 
"Mr.  Sim,"  an  automated  dummy 
that  aspiring  surgeons  and  anesthesi- 
ologists can  practice  on.  It  comes 
complete  with  simulated  pulse,  blood 
pressure,  chest  movement,  eye  flutter 
— the  works.  Aerojet  Delft  is  also  mar- 
keting a  self-contained,  portable  mam- 
mography system  to  test  for  early 
presence  of  breast  cancer. 

Philco-Ford  has  translated  its  re- 
mote-function monitoring  system  for 
NASA  astronauts  into  what  it  hopes 
will  be  a  good  commercial  product — 
a  "Medi  Chair."  The  chair  moni- 
tors heart  sounds,  electrocardiograms, 
pulse,  volume,  rate  of  breathing,  emo- 
tional reactions,  blood  pressure,  blood 
count.  All  the  patient  does  is  sit  down 
in  the  chair  and  place  his  hands  on 
metal  arm-rest  plates.  So  far  it 
hasn't  sold  well.  The  cheapest  model 
costs  $5,250,  and  at  that  price  some 
doctors  are  asking,  "Who  needs  it?"  ■ 


/SALL  THIS  MEDICINE  REALLY  NECESSARY? 


What   is  health? 

The  above  question  isn't  as  silly 
as  it  sounds.  Everybody  knows 
when  he  feels  bad  and  when  he 
doesn't,  but  there  is  a  growing 
school  of  thought  that  wonders 
whether  more  doctors  and  more 
hospitals  are  the  best  way  to  ensure 
that  more  people  feel  better  more 
of  the  time. 

For  example,  highly  inefficient 
hospitals  cost  billions  of  dollars. 
Wouldn't  some  of  that  money  be 
better  spent  to  help  prevent  sick- 
ness rather  than  on  trying  to  cure 
it — on  air  and  water  pollution, 
faulty  education,  poverty,  poor 
housing? 

In  New  York  City,  where  all 
these  forms  of  discomfort  exist  in 
abundance,  the  city  government 
has  begun  thinking  of  health  in 
these  broadly  environmental  terms. 
RAND  Corp.  has  a  contract  with 


the  city  which  will  consider,  among 
other  things,  whether  more  money 
spent  on  improving  the  environ- 
ment would  perhaps  reduce  the 
amount  needed  to  cure  sickness. 

Dr.  Vincent  D.  Taylor,  program 
manager  of  Health  Research  at 
RAND  and  a  staff  member  on  the 
President's  Health  Manpower  Re- 
port, goes  even  further.  He  raises 
the  question  as  to  whether  spend- 
ing on  medical  care  has  grown  out 
of  all  proportion  in  the  U.S.  "The 
aggregate  statistics  on  health  ac- 
tually show  very  little  relationship 
between  the  amounts  of  medical 
resources  available  and  a  city's 
health  level.  .  .  .  Maybe  we 
shouldn't  chase  the  fountain  of 
youth  in  medical  care.  Maybe  we 
should  fix  up  the  environment, 
pollution,  traffic,  housing,  diet,  and 
then  we  wouldn't  need  as  much 
money  for  medical  care." 
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Consan  controls  fungi  and  bacteria  on 

contact.  It's  non-irritating  in  use  and  leaves 

a  germ-resistant  film  on  hard  surfaces. 

Write  for  our  corporate  brochure 

"Capabihties  in  Mass  Precision." 

Ex-Cell-O  Corporation,  Box  386, 

Detroit,  Michigan  48232. 
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And  Ex-Cell-O  to  grow  on. 

Farmers  use  our  Consan  disinfectant  for  hatcheries,  henhouses,  crop 
storage,  even  in  chickens'  drinking  water.  Which  is  pretty  far  removed  from  the 
big  machine  tools  that  many  people  associate  with  Ex-Cell-O.  But  we've  found 
that  what  comes  out  of  our  research  often  gets  us  into  whole  new  lines. 
In  this  case,  swimming-pool  sanitizers,  disposable  hospital  scrub 
sponges  and  cut-flower  fresheners.  It  was  something 
^^        ^^ij    of  a  surprise.  But  then,  you'll  find 
yQ  L-^3      Ex-Cell-O's  full  of  surprises.  ilp 
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Member  Federal  Deposit  Insurance  Corporation  ©  Bankers  Trust  Company,  1967 


Back  in  ^rjj 
Bankers  Trust  put  the  mo 
where  its  mouth  was. 


Back  in  '47  a  glass  of  orange 
lice  wasn't  easy. 

There  was  all  that  slicing, 
jueezing,  straining. 

Blit  then  along  came  a  group 
M-csearchers  who,  toward  the 
Id  of  World  War  II,  had  been 
tperimenting  with  instant 
range  juice  for  use  in  military 
ospitals.  Now,  with  a  product 
ut  no  market,  they  were  plan- 
ing to  package  a  powdered 
range  juice  for  commercial  dis- 
ibution. 

They  asked  one  of  our  bankers 
)  taste  the  stuff  just  to  see  if 
e'd  be  willing  to  put  some 
ankers  Trust  money  behind  it. 

It  was  awful. 

Shortly  afterwards,  they  asked 
or  banker  to  come  back  for  a 
jcond  try. 

This  time  they  were  serving  up 
)mething   called   concentrated 


frozen  orange  juice.  He  tasted  it 
and  he  thought  it  was  delicious. 

The  rest  is  history.  Bankers 
Trust  put  up  the  money  needed 
to  help  a  whole  new  industry  get 
born. 

It  was  that  simple.  A  matter 
of  taste.  And  courage. 

Very  often,  important  finan- 
cial decisions  are  made  for  rea- 
sons that  are  no  more  compli- 
cated. The  intuition  of  an  indi- 
vidual banker  backed  by  the 
strength  of  his  convictions. 

In  fact,  Bankers  Trust  believed 
so  strongly  in  this  new  product 
that  they  poured  even  more 
money  into  frozen  juice  to  bol- 
ster it  during  those  early,  falter- 
ing days.  They  backed  up  this 
belief  until  the  moment  that 
consumer  acceptance  caught 
up  with  a  rather  advanced 
idea. 


Needless  to  say,  the  invest- 
ment was  a  worthwhile  one.  For 
us.  For  the  borrowers.  And  for 
the  public. 

But  why  are  we  telling  you 
about  something  that  happened 
way  back  in  '47? 

lb  show  you  how  today's  ideas 
can  become  tomorrow's  gold- 
mines. 

That  new  idea  of  yours  might 
change  eating  habits,  sleeping 
habits,  working  habits,  or  play- 
ing habits. 

If  you've  got  some  plans  in- 
volving the  expansion  of  an  ex- 
isting business  or  the  establish- 
ment of  a  brand-new  business, 
you're  more  than  welcome  to 
talk  them  over  with  a  Bankers 
Trust  banker. 

Who  knows?  Some  day 
we  might  be  running  an  ad 
about  you. 


You'll  find  a  banker  at  Bankers  Trust. 


MOST  SMALLUNNNS  ARE  GREAT. 

UNLESS  YOU 
HAVE  A  HEART  ATTACK. 


BECAUSE  MOST  HEART  SPECIALISTS  LIVE  HERE. 


The  odds  that  you'll  die  of  some  form  of  heart  disease 
are  pretty  good.  More  people  die  of  it  in  this  country 
than  of  anything  else. 

But  if  you  live  in  a  small  town  that  has  no  heart 
specialist,  and  you  get  a  heart  attack,  the  odds  can  be 
even  higher. 

Because  even  if  you're  lucky  enough  to  get  to  a 
hospital  in  time  for  emergency  treatment,  there's  still 
another  problem  to  worry  about. 

H^o  find  out  what's  really  wrong  with  your  heart 
and  decide  how  to  treat  it,  a  doctor  has  to  take  an 
electrocardiogram  —  a  graphic  record  of  your  heart. 

If  he's  a  heart  specialist,  fine.  Then  he  can  inter- 
pret the  results,  diagnose  the  problem  and  start  the 
proper  treatment  immediately- 

But  if  he  isn't  a  heart  specialist — or  if  he  can't  read 
an  electrocardiogram — then  he'll  have  to  send  yours 
to  the  nearest  heart  specialist  available,  perhaps 
several  hundred  miles  away. 


And  you'll  have  to  wait  two  days,  maybe  more, 
until  the  findings  come  back  in  the  mail. 

Assuming  you  have  two  days. 

Risky?  Of  course.  But  it's  the  kind  of  risk  small 
hospitals  can  nou  do  something  about. 

All  they  have  to  do  is  install  a  special  communica- 
tions system  made  by  Automatic  Electric,  a  part  of 
(General  Telephone  &  Electronics. 

W  hat  the  system  does,  simply,  is  send  the  electri- 
cal impulses  of  an  electrocardiogram  over  ordinary 
telephone  circuits  to  a  distant  medical  center. 

So,  within  minutes,  a  heart  specialist  can  have  a 
graphic  record  from  which  to  make  a  diagnosis  and 
recommend  treatment  by  return  telephone. 

For  a  small  town  hospital,  this  can  be  a  life  saver 
in  more  ways  than  one. 

Its  not  only  faster  than  the  mail,  but  it's  a  lot 
cheaper  than  having  a  heart  specialist  on  staff. 

And  all  it  takes  is  a  phone  call. 


General  Telephone  &  Electronics 

A  group  ol  more  than  60  companies,  including  Sylvania.  Telephone  Companies  and  Communication  equipment  manufacturers. 


i 


Ammunition  &  Ambition 

Southern  Natural  Gas  can't  do  much  about  changing 
government   policy.    So   it's    changing    itself    instead. 


By  the  standards  of  the  gas  pipe- 
line industry.  Southern  Natural  Gas 
Co.  is  an  extremely  successful  com- 
pany. In  the  past  five  years,  for  in- 
stance, its  per-share  earnings  have 
increased  82%  on  a  32%  gain  in 
revenues,  a  record  unsurpassed  in  the 
industry.  First  on  the  Forbes  nat- 
ural gas  industry  Growth  Yardstick 
(Forbes,  Jan.  I),  it  also  ranks  first 
in  return  on  capital,  its  8.8%  average 
running  well  above  even  Panhandle 
Eastern's  7.5%. 

Southern's  performance  does  not 
stem  solely  from  natural  gas,  of 
course.  Like  Tenneco.  Southern  long 
ago  began  moving  beyond  natural  gas 
into  related  fields  like  oil  and  gas  ex- 
ploration and  ocean  drilling.  But  un- 
til recently  it  balked  at  following  Ten- 
neco into  such  remote  areas  as  farm 
equipment,  insurance,  packaging  and 
land  management.  Southern  didn't 
need  to.  Over  the  past  five  years,  for 
instance,  it  has  added  900  miles  of 
pipeline  (for  a  total  of  6,200  miles), 
and  its  basic  business  continued  to 
grow  briskly. 

But  now  all  that  has  changed. 
"We've  reached  the  point,"  says 
Southern's  President  John  S.  Shaw, 
who  became  chief  executive  last 
spring,  "where  the  rate  of  growth  is 
slowing  down.  We'd  like  to  grow 
faster."  One  reason  the  growth  is 
slowing  is  that  Southern  has  success- 
fully penetrated  its  Mississippi,  Ala- 
bama and  Georgia  markets.  Then,  too, 
like  most  other  natural  gas  execu- 
tives. Shaw  likes  to  blame  the  strait- 
jacket  of  government  regulation  for 
the  slowdown  in  the  growth  of  the 
natural  gas  business.  But  it  was  tight 
money  that  provoked  Southern  to  alter 
its  thinking  about  diversification. 
"We're  still  allowed  only  a  6.5%  re- 
turn on  our  pipeline  rale  base,  despite 
the  increased  cost  of  money,"  Shaw 
complains. 

Easier  Way.  Rather  than  try  to 
change  governmental  policy,  Shaw  has 
decided  that  it  is  easier  to  change  his 
company.  "In  the  future,"  he  says,  "I 
expect  our  nongas  revenues  will  grow 
faster  than  our  gas."  And  Shaw  is  not 
merely  talking.  Last  month  he  an- 
nounced what  is  certainly  Southern's 
biggest  step  so  far  in  this  direction:  a 
tentative  agreement  with  Boise  Cas- 
cade the  diversified  forest  products 
company  wilh  sales  of  over  S750  mil- 
lion, to  develop  a  massive  pulp  and 
paper  complex  that  Boise  is  planning 
for  a  400,000-acre  tract  of  timberland 


in  Louisiana  and  Texas.  Each  com- 
pany would  earmark  about  $90  mil- 
lion for  the  project,  with  Southern 
supervising  oil,  gas  and  mineral  de- 
velopment and  Boise  Cascade  running 
the  pulp,  paper  and  timber  operation. 

Significantly,  the  two  companies 
will  share  costs  and  profits  equally, 
giving  Southern  its  first  revenues  from 
activities  not  related  to  gas  or  oil. 
"This  was  by  design,"  says  Shaw.  "We 
want  to  significantly  broaden  our  nat- 
ural resource  business." 

Diversifier.  Though,  as  Shaw  sees 
it.  the  Boise  Cascade  joint  venture 
represents  Southern's  first  major  step 
outside  the  oil  and  gas  fields,  it  rep- 
resents a  logical  extension  of  South- 
ern's diversification  into  nonregulated 
natural  resource  activities.  Shaw  him- 
self, a  petroleum  specialist  who  came 
to  the  company  in  1961  as  vice  presi- 
dent in  charge  of  financing  and  long- 
range  planning,  has  ridden  herd  on 
Southern's  attempts  at  diversification. 
Faced  with  the  problem  of  obtaining 
gas  from  the  oil  companies  at  what  it 
considers  fair  prices.  Southern  has  al- 
most doubled  its  own  exploration  and 
development  expenditures  in  the  past 
five  years  to  $11  million,  and  is  now 
annually  selling  to  industrial  custom- 
ers over  $28  million  worth  of  gas  and 
oil  that  is  not  subject  to  regulation. 

Exploration  was  only  a  start.  South- 
ern's most  successful  excursion  away 
from  its  pipeline  business  was  its  83% 
investment  in  the  world's  largest  ocean 
drilling  contractor.  Offshore  Co.,  which 
it  acquired  in  1956.  Offshore  contrib- 
uted af)out  one-third  of  the  $2.95 
earnings  per  share  Southern  reported 
last  year.  Now  Shaw  expects  Offshore 
to  do  some  diversifying  of  its  own. 
Which  is  why,  for  the  first  time.  Off- 
shore sold  about  5%  of  its  stock  to 
the  public  last  year.  "We  wanted," 
Shaw  says,  "to  give  Offshore  the  abil- 
ity to  make  acquisitions  if  the  oppor- 
tunity should  arise." 

Southern's  success  with  Offshore  has 
led  it  to  make  another  small  but  poten- 
tially significant  investment  in  Ocean 
Science  &  Engineering,  a  research- 
oriented  company  exploring  new  uses 
of  the  sea.  Shaw  says  he  considers  his 
10%  holding  in  the  company  "a  door- 
way to  what  may  be  a  major  oppor- 
tunity. Offshore  mining  is  likely  to 
come  in  the  next  few  years,  but  there 
may  be  other  developments  further 
down  the  road." 

In  realizing  its  diversification  goals, 
Southern  has  one  distinct  advantage 


Into  the  Sea.  One  reason  South- 
ern is  diversifying  is  ils  success 
wilh  the  Offshore  Co.,  whose 
drilling  platform  is  shown  above. 
Offshore's  revenues  have  grown 
from  $16  million  to  over  $50 
million   in   the   past   five   years. 


that  is  the  result  of  Shaw's  financial 
policies:  its  unusually  low  debt-equity 
ratio  (of  1-for-l).  The  natural  gas  in- 
dustry, because  of  the  stable  nature  of 
its  earnings,  normally  borrows  heavily. 
Yet  Southern's  net  worth  has  been 
growing  faster  than  its  debt,  with  the 
result  that  Shaw  is  in  the  pleasant 
position  of  being  able  to  use  the  un- 
tapped borrowing  power  of  his  stable 
utility  business  to  finance  growth  in 
nongas  activities.  "We  want  to  exer- 
cise our  leverage,"  says  Shaw. 

The  question  is.  of  course,  where  is 
Shaw  going  to  go  with  his  ambition 
and  ammunition?  A  Tenneco-style 
conglomerate  offers  one  alternative.  A 
merger  with  a  larger  complex  like 
partner  Boise  Cascade,  which  has 
plenty  of  ambitions  of  its  own,  offers 
another.  But  Shaw  claims  to  shun  both 
these  alternatives,  plans  to  go  his  own 
way. 

"There  is  not  going  to  be  any  mer- 
ger surge  or  conglomerate  type  of  ap- 
proach," he  says.  "But  we  are  looking 
into  other  activities  very  carefully."  ■ 


Why  Forbes  Top  100  Industrii 


Never  before  in  history  has  a  single  major  business 
machine  so  completely  integrated  itself  in  the  daily 
activities  of  America's  top  business  executives  as  the 
Beechcraft  airplane  — and  for  such  good  reason: 
Beechcrafts  make  more  money  for  companies  on  the 
move!  What  are  the  key  factors? 

If  you  are  an  administrative  officer— or  an  advise*-  to 
one -what  does  it  mean  to  you  that  the  100  largest 
corporations  in  America  own  132  Beechcrafts?  Or 
that  Beechcrafts  are  owned  by  thousands  upon  thou- 
sands of  small  con;panies  — including  those  with  assets 
of  less  than  half  a  million  dollars?  How  does  this 
apply  personally  to  you  .' 


The  answer  is  simply  that  neither  company 
number  of  employees,  nor  total  assets  determine 
ownership  of  a  company  Beechcraft.  The  only  n 
important  factors  are  the  amount  of  executive  /// 
Beechcraft  can  save... and  the  extra  earnings  ex 
tives  can  generate  in  the  time  they  save! 

The  company  Beechcraft  is  the  one  business  mac 
expressly  designed  to  increase  the  executive's  \ 
uctivity.  It's  a  "magic  carpet"  that  virtually  eni 
him  to  be  in  two  places  at  once . . .  permits  him  to  i 
more  "on  location"  decisions... gives  him  more 
quent  person-to-person  contact  where  it's  need' 
gets  him  there  and  back  swiftly,  conveniently  and 
less  strain  and  fatigue. 


^n  132  Beechcrafts: 


ly  does  Beech  Aircraft  Corporation  continue  to  set 
pace  in  the  business  airplane  industry?  Because 
Other  line  of  business  airplanes  can  offer  such 
nbinations  of  high  speed,  high  payload,  roomy 
nfort  and  low  operating  cost.  That's  why  the  100 
?est  corporations  in  America  own  more  Beechcrafts 
n  any  other  brand.  How  about  your  company? 

EE:  Write  today  for  descriptive  Beech  folder  about 
Beech  Aircraft  for  business  or  pleasure  D  Beech 
"ospace  activities  D  Beech  manufacturing  capabilities 

iress:  Beech  Aircraft  Corporation,  9749  East  Central, 
:hita.  Kansas  67201  U.S.A. 


eec. 


hcraft 


Beech  Aircraft 
Corporation 


Spinning  Faster?  I 


The  lure  of  spin-offs  is  tfiat  shareholders  seem  to  be  getting 
something  for  free.  But  it  doesn't  always  work  out  so  nicely. 


The  first  month  of  1968  witnessed 
several  of  the  biggest  spin-offs  in  years 
— a  spin-off  being,  of  course,  the 
maneuver  whereby  a  company  sets  up 
a  subsidiary  as  a  new  corporation  and 
gives  the  stock  to  its  own  shareholders. 
In  January,  Grinnell  so  divested  itself 
of  three  subsidiaries,  and  Olin  Mathie- 
son  spun  off  Squibb  so  Squibb  could 
merge  with  Beech-Nut  Life  Savers  to 
form  a  new  corporation.  Was  a  trend 
in  the  making?  And  if  so,  what  would 
it  do  to  investors? 

As  usual,  that  depends.  Back  in 
1962  U.S.-based  Shell  Oil  Co.  cele- 
brated the  birth  of  Shell  Oil  of  Canada 
(see  table)  by  passing  out  stock  like 
cigars:  For  every  five  shares  they  held, 
stockholders  of  the  U.S.  parent  com- 
pany got,  tax  free,  one  share  of  the 
new  Canadian  company.  In  cold  fact, 
the  stockholders  merely  got  two  cer- 
tificates in  place  of  one;  but  still  the 
deal  has  worked  out  well  for  them. 
The  stock  of  the  blue-chip  parent  com- 
pany has  risen  79%  since  then,  that 
of  the  spun-off  company  152%. 

Stockholders  in  Ogden  Corp.  have 
been  less  lucky.  Since  Ogden  spun  off 
Teleregister  in  June  1961,  giving  its 
own  shareholders  shares  in  the  new 
company,  Ogden's  stock  has  risen 
266%  while  that  of  Teleregister  (now 
Bunker-Ramo)  has  almost  halved. 

Why  Do  It?  The  reasons  why  com- 
pany managements  spin  off  subsidiar- 


ies vary  greatly  with  the  times  and  cir- 
cumstances. When  Textron  spun  off 
Indian  Head  back  in  1953,  for  ex- 
ample, the  parent  company  was  a 
none-too-profitable  textile  enterprise, 
and  Indian  Head  represented  a  long- 
shot  effort  by  Textron  founder  Royal 
Little  to  do  something  for  his  stock- 
holders by  wheeling  and  dealing  with 
a  tiny  venture  that  might  well  lan- 
guish away  within  the  parent  com- 
pany. Similarly,  two  months  ago 
Squibb  was  spun  off  because  parent 
Olin  Mathieson  felt  that  Squibb  was 
not  helping  its  stock  price,  but  would 
probably  command  a  higher  price/ 
earnings  ratio  when  merged  with 
Beech-Nut  Life  Savers.  By  contrast, 
Grinnell  spun  off  its  three  subsidiaries 
in  January  because  the  antitrusters  said 
it  had  to. 

The  tax-free  status  of  spin-offs  ap- 
peals to  shareholders,  but  the  tax 
laws  set  rather  rigid  requirements  for 
spinning  off:  1)  The  parent  company 
(including  subsidiary)  must  have  been 
in  business  at  least  five  years;  2)  the 
subsidiary  must  be  at  least  80% 
owned;  3)  the  parent  must  give  up 
majority  control  in  spinning  off;  and 
4)  both  parent  and  spun-off  company 
must  plan  to  stay  in  business. 

That  fourth  requirement  can  pose 
real  management  problems.  For  ex- 
ample. United  Aircraft  thought  that 
Chance  Vought,  which  it  spun  off  in 


1954,  was  strong  enough  to  stand  on, 
its  own  feet.  Chance  Vought  learned 
after  years  of  trying  that  it  couldn't, 
and  jn  1961  merged  into  Ling-Temco. 
On  the  other  hand,  all  three  of  Pren- 
tice-Hall's spin-offs  have  grown  faster 
•since  being  spun  off,  and  Wadsworth 
Publishing  is  now  a  strong  competitor 
for  Prentice-Hall.  But  not  too  strong; 
for  while  a  parent  company  cannot 
keep  a  controlling  interest  in  a  spun- 
off  subsidiary,  it  usually  retains  enough 
stock  in  friendly  hands  to  prevent  the 
new  company  from  turning  against 
the  parent. 

Maybe  Later.  Cool  relations  between 
parent  and  subsidiary  are  seldom  ac- 
knowledged as  a  reason  for  spin-offs, 
but  it  can  happen.  An  acquired  man- 
agement may  be  so  unhappy  that  it 
asks  to  be  spun  off  before  the  mismatch 
damages  the   whole  corporation. 

Just  now,  the  conglomerates,  by  re- 
writing the  rules  on  what  kinds  of  op- 
erations fit  together,  serve  to  dis- 
courage any  rash  of  new  spin-offs.  But 
if  the  conglomerate  idea  ever  loses  its 
sex  appeal,  a  great  many  miscellaneous 
operations  might  suddenly  become 
candidates  for  spin-offs. 

If  so,  parent-company  stockholders 
should  remember  the  rule  about  spin- 
offs: Don't  count  your  spin-off  chick- 
ens before  you  see  how  the  new  man- 
agement does — and  especially  how  the 
marketplace  judges  the  new  stock.   ■ 
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1  Qci'i  T  QMno  ur  ; 

Drii'i-urro 

Date  of 

Price  After 

Recent 

Parent  Company 

Parent's  Main  Business 

Company  Spun-Off 

Main  Business 

Spin-offt 

Spin-off 

Valued 

Textron 

conglomerate 

Indian  Head 

textiles 

2/20/53 

0.78 

315/8 

United  Aircraft 

aircraft  engines 

Chance Vought 

merged  into  Ling-Temco 

7/   1/54 

26  Vs 

57.63* 

Texas  Pacific  Land  Trust 

land  leasing 

TXLOil 

acquired  by  Texaco 

12/13/54 

337/8 

49.24 

Carlisle  Corp. 

rubber,  plastics,  wire 

Dover  Corp. 

elevators,  valves 

2/25/55 

7.38 

54 '/4 

Butler  Brothers 

merged  into  McCrory 

Canal  Randolph 

real  estate,  stockyards 

2/16/56 

61/8 

19 

Grayson-Robinson 

bankrupt  1964 

Klein  Dept.  Stores 

merged  into  McCrory 

6/  1/56 

10.58 

NA 

Certain-teed  Products 

roofing,  shingles 

Bestwall  Gypsum 

merged  into  Georgia-Pacific 

8/22/56 

23.90 

421/4 

Prentice  Hall 

publishing 

Allyn&  Bacon 

textbooks,  audiovisual  aids 

5/20/57 

3 

24 

Transamerica  Corp. 

diversified  financial 

Western  Bancorporation 

bank  holding  company 

6/30/58 

175/8 

32^/8 

General  Bancshares 

banking 

General  Contract  Finance 

in  liquidation 

12/31/58 

8.88 

NA 

Atlantic  Coast  Line  R.R. 

railroad 

Alico  Land  Development 

Florida  land,  cattle 

2/25/60 

8'/8 

11 

Allied  Paper 

business  forms,  books 

Eckmar  Corp. 

Christmas  decorations 

3/10/61 

5% 

5V8 

Ogden 

conglomerate 

Teleregister 

merged  with  Bunker-Ramo 

6/  7/61 

24 

12V8 

Shell  Oil 

oil 

Shell  Oil  of  Canada 

Canadian  oil 

10/  3/62 

11 

27% 

Prentice  Hall 

publishing 

)  Charles  E.  Merrill  Books 

acquired  by  Bell  &  Howell 

12/23/63 

10.24 

31.12 

/Wadsworth  Publishing 

college  textbook  publisher 

12/23/63 

53/4 

23 

Nautec 

boat  building,  lithography 

Duncan  Parking  Meter 

parking  meters 

3/16/64 

5'/4 

9% 

Hilton  Hotels 

hotel  operator 

Hilton  International 

acquired  by  TWA 

12/  2/64 

19.88 

17.65 

Nautec 

boat  building,  lithography 

Braden  Aermotor 

winches,  pumps 

9/20/65 

75/8 

63/4 

United  Ventures 

commercial  financing 

Federated  Mortgage  Investors 

real  estate  lending 

6/27/66 

133/4 

101/8 

j  American  District  Telegraph 
A  Automatic  Fire  Alarm 

electric  protection  services 

1/  5/68 

75  V2 

79 

Grinnell 

pipe  filings,  fire  protection 

sprinkler  systems,  fire  alarms 

1/  5/68 

621/2 

46 

1  Holmes  Electric  Protective 

burglar  alarms 

1/  5/68 

62 

45 

Olin  Mathieson 

chemicals 

E.R.  Squibb  &  Sons 

merged  with  Beech-Nut 

1/15/68 

441/2 

4078 

NA-Not  available.     *Assuming  sale  of  warrants  soon  after 

merger.     fEx-dividend  date.     ^Represents  the  recent  price  or  value  stockholders  received  in  merger. 

46 


FORBES,  MARCH  15,  1968 


2000  Texas 

business  leaders 

welcome 

American 

industrialists  to 

a  unique 

VIP  tour  of 

HemisFair'68 

and 

San  Antonio 


Bienvenidos!  Yes,  welcome  to  San 
Antonio  and  HemisFair'68  .  .  .  the 
first  official  ^^■o^ld's  Fair  ever  held 
in  the  southern  half  of  the  United 
States. 

HemisFair'68  w-ill  provide  a  mag- 
nificent sho^vcase  for  nations  of 
the  world  and  giants  of  American 
industry. . .  in  a  spectacular  "jewel- 
box"  setting. 

>Iillions  of  visitors  will  be  lured  to 
this  dazzling  S156,000.000  Interna- 
tional Exposition  between  April  6 
-October  6,  1968.  As  a  corporate 
executive,  you  may  qualify  foi- 
special  \'IP  privileges  by  2000 
Texas  businessmen  and  the  San 
Antonio  Chamber  of  Commerce. 

You  will  not  only  be  engulfed  in 
the  pageantry  and  fun  of  a  fiesta 
wonderland  . . .  but  you  will  be  able 
to  discuss  business  opportunities 
with  trade  specialists  at  the  Texas 
International  Trade  Center  on  the 
HemisFair  grounds. 

The  International  Trade  Center 
will  have  a  ci>mprehensive  bvisi- 
ness  information  and  develop- 
ment section  featuring  computer- 


ized facilities  to  enable  you  to 
obtain  data  on  American  indus- 
tries in  a  matter  of  minutes.  San 
Antonio  telephone  service,  as  well 
as  a  W'ATS  line,  will  be  at  your 
disposal  to  contact  any  business 
firm  or  industry  in  Texas  and 
throughout  the  USA.  The  Interna- 
tional Trade  Club  will  be  the  ideal 
place  for  your  relaxing  business 
conferences. 

In  addition,  be  sure  to  reserve  time 
to  see  San  Antonio's  fabulous 
tourist  attractions  and  tour  its 
profitable  business  community. 

Plan  now  to  make  your  most 
memorable  business-pleasure  trip 
to  San  Antonio,  America's  14th 
largest  city. . .  and  bring  the  family. 

FOR  FURTHER  INFORMATION  ON  THIS  VIP 
PROGRAM  —  Write  on  your  letterhead  to  Tom 
Perkins,  Dept  B,  San  Antonio  Chamber  of 
Commerce  —  P  O  Box  1628,  Son  Antonio, 
Texas  78206 

Om  ?mm  Smmm  Bmm 

■■■■■■I  e:l.e:ctkic'ITY  and  natural  gas  mMMmmn 

'Partners  with  You  for  Better  Business" 

SA.N    ANTONIO.    rfc:X  AS    7Hi;C)6 


Texos  /nfernofiono/  Trode  Center — HemisFair'68  — San  Antonio 
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The  first  large-scale  commercial  continuous  slab  casting  facility 
in  the  United  States,  at  U.  S.  Steel's  Gary  Steel  Works. 


A  THOUSAND  PROJECTS 

ONTHEHRE... 


At  United  States  Steel,  there's 
something  new  and  different  — and 
exciting  —  stirring  ail  the  time. 
Right  now,  we  have  nearly  a  thou- 
sand modernization  and  improve- 
ment projects  in  various  stages  of 
design,  construction  or  break-in 
operation. 

After  the  expenditure  of  more 
than  1,000  man-years  in  laboratory, 
pilot  plant  and  engineering  studies, 
the  first  large-scale  commercial 
continuous  slab  casting  facility  in 
the  United  States  is  now  under- 
going break-in  operation  at  our 
Gary,  Indiana  Steel  Works.  This  new 
unit  transforms  molten  steel  into 
high  quality,  40-foot  slabs  in  less 
than  an  hour.  Conventional  proc- 
essing takes  many  hours,  some- 
times days. 

The  continuous  casting  process 
is  a  close  companion  of  basic  oxy- 
gen steelmaking,  and  three  basic 
oxygen  furnaces  have  replaced  17 
open  hearth  furnaces  in  the  Gary 
mill.  They  feed  the  steel  to  the  con- 
tinuous casting  unit,  which  provides 


slabs  for  a  hot  strip  mill  that  can 
produce  hot-rolled  sheets  in  coils 
as  wide  as  76  inches  and  weighing 
75,000  pounds. 

Near  Houston,  United  States 
Steel's  new  Texas  Works  is  taking 
shape  for  serving  the  vast  and 
growing  markets  in  the  Southwest. 
The  nation's  most  powerful  electron 
microscope  has  tieen  installed  in 
the  Pittsburgh  area,  and  a  new  cold 
reduction  mill  and  related  facilities 
are  also  being  constructed  there. 
Two  modern  bar  mills  are  going  up 
in  Ohio,  and  a  continuous  billet 
casting  machine  is  scheduled  for 
completion  in  Southern  California 
in  1968.  On  stream  is  a  new  line 
for  pre-painted  steel  sheets  in  Bir- 
mingham. In  the  Chicago-Gary  area 
is  a  new  mill  for  producing  light, 
flexible  steel  foil,  and  a  new  six- 
stand  cold  reduction  mill  that  can 
roll  in  an  hour  enough  steel  to  make 
more  than  a  million  standard-size 
cans.  A  new  basic  oxygen  process 
shop  is  under  construction  in  South 
Chicago,  where  a  giant  blast  fur- 


nace —  as  tall  as  a  20-story  office 
building  — will  also  rise  against  the 
sky.  Another  project  presently  in 
construction  stage  in  the  Chicago- 
Gary  area  is  a  new  high  speed  gal- 
vanizing line.  Similar  lines  will  soon 
be  in  operation  on  the  East  Coast 
and  in  Alabama. 

Our  newtaconite  plant  in  Minne- 
sota can  supply  4.5  million  tons  of 
pellets  annually  for  use  in  the  pro- 
duction of  molten  iron.  A  self-un- 
loading ship— the  largest  and  most 
modern  vessel  on  the  Great  Lakes 
—  is  being  built  to  transport  these 
pellets  to  U.  S.  Steel  plants  in  the 
Chicago-Gary  area,  and  elsewhere, 
for  blast  furnace  consumption. 

It's  worth  noting,  too,  that  we  are 
continuing  to  equip  every  new  steel- 
making  facility  at  United  States 
Steel  with  the  latest  available  anti- 
pollution devices  for  air  and  water. 
We  aim  to  produce  the  world's  best 
steels  and  products  of  steel.  At  the 
same  time,  we  also  want  to  keep 
the  air  and  water  clean  for  our 
neighbors  and  ourselves. 


United  States  Steel 
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Wider  Horizons 

Can  a  successfu/  moneylender  find  happiness  in  other  businesses?  At  its 
first  try  Household  Finance  succeeded.  Now  it's  ready  to  try  its  luck  again. 


"I  don't  like  to  describe  myself  as  a 
headhunter,"  says  Harold  E.  MacDon- 
ald.  66-year-old  chairman  and  chief 
executive  officer  of  Chicago-based 
Household  Finance,  "but  I  think  that's 
pretty  descriptive.  I  wanted  someone 
with  a  broader  knowledge  than  I  have, 
because  we  are  committed  to  further 
diversification."  Household  Finance  is 
the  U.S.'  largest  small-loan  company 
(volume  Si. 4  billion)  and  owner  of  a 
S656-million-a-year   retail   chain. 

Last  November  headhunter  Mac- 
Donald  bought  Household  Finance  a 
new  president.  Avco's  financial  vice 
president.  Arthur  E.  Rasmussen.  Mac- 
Donald  liked  the  way  45-year-old  Ras- 
mussen helped  lead  Avco  into  new 
fields,  negotiating  Avco's  acquisition  of 
Delta  Acceptance  Corp.  and  more  re- 
cently its  merger  with  Paul  Revere 
Corp.  (Forbes,  Feb.  I). 

Second  Act.  There  are  interesting 
parallels  between  Rasmussen's  coming 
to  HFC  and  MacDonald's  own  ac- 
cession. Like  Rasmussen,  MacDonald 
was  brought  in  to  broaden  the  com- 
pany's corporate  horizons. 

That  was  20  years  ago.  Household 
Finance  had  been  expanding  its  mon- 
ey-lending offices  all  over  the  country. 
In  so  doing  it  found  that  it  was  as 
much  a  retailing  operation  as  a  mon- 
ey-lending one:  it  was  retailing  finan- 
cial services.  "The  various  managers." 
recalls  MacDonald.  "were  all  expand- 
ing and  running  off  without  any  real 
direction."  Quite  sensibly.  Household's 
board  decided   to   replace   their  ailing 


chief  executive  with  a  man  who  had 
retailing  experience.  They  found  Mac- 
Donald, one  of  the  many  capable  re- 
tailing executives  who  were  fugitives 
from  Sewell  Avery's  autocratic  rule 
at  Montgomery  Ward.  "I  quickly  rec- 
ognized," says  MacDonald,  "that 
Household  was  essentially  a  chain 
operation." 

Upon  the  company's  fast-growing 
but  chaotic  organization  MacDonald 
imposed  the  disciplines  of  a  good 
chain-store  operation.  He  standardized 
and  centralized  procedure,  weeded  out 
inefficient  managers.  He  made  the  of- 
fices look  less  like  pawnshops  and 
more  like  inviting  stores.  "Today,"  he 
says,  "you  won't  find  that  our  pro- 
cedures vary  a  whit  from  New  York 
City  to  Oakland,  Calif. 

"It  wasn't  easy.  You  don't  change 
the  direction  of  a  big  company  just 
by  saying  you're  going  to  do  it."  It 
may  not  have  been  easy,  but  MacDon- 
ald did  his  job  thoroughly.  So  thor- 
oughly that  Household  Finance  passed 
Beneficial  Finance  to  become  the  big- 
gest in  its  field.  He  made  it  the  most 
profitable  of  the  big  credit  companies. 

But  by  the  late  Fifties  MacDonald 
found  gains  harder  to  come  by.  Banks 
and  other  moneylenders  were  begin- 
ning to  edge  into  HFC's  profitable 
small-loan  territory.  MacDonald  de- 
cided to  diversify. 

He  chose  merchandising.  "With  my 
experience  working  for  Sewell  Avery 
at  Montgomery  Ward,  here  was  a 
field  th;tt   no  one  could  kid  me  on," 


he  explains.  In  1965  he  acquired 
City  Products,  a  3,000-unit  variety 
and  home  furnishings  chain,  and  in 
1966  White  Stores,  a  474-unit  re- 
tailer of  auto  supplies  and  household 
appliances.  Last  year  retailing  ac- 
counted for  27%  of  Household's 
profits  ($61.5  million).  From  a  stand- 
ing start.  Household  Finance  now 
makes  more  money  from  retailing 
than  Montgomery  Ward  does,  though 
Ward's  volume  is  three  times  as  great. 
And  where  rival  Beneficial  Finance 
has  taken  its  lumps  in  its  own  expan- 
sion into  retailing.  Household  Fi- 
nance has  made  the  transition  smooth- 
ly: Its  earnings  per  share  have  shown 
a  15%  increase  over  the  average  of 
the  past  two  years,  while  Beneficial's 
have  declined  nearly  12%. 

Muscle.  But  HFC  wants  to  con- 
tinue growing,  and  good  retail  acqui- 
sitions are  hard  to  come  by.  Hence 
Rasmussen.  With  his  Avco  experi- 
ence, the  new  president  knows  how  a 
topnotch  company  can  operate  suc- 
cessfully in  difl'erent  fields  where  HFC 
plans  to  try  its  hand.  "Household," 
Rasmussen  says,  "has  the  financial 
muscle  and  resources  to  move  into 
new  areas  on  an  attractive  basis." 

Nobody  who  knows  Household  ex- 
pects quick  action.  It  is  a  company 
that  moves  slowly  and  deliberately. 
But  if  Rasmussen  can  do  as  much  in 
broadening  its  horizons  as  MacDon- 
ald did,  then  Household  Finance 
ought  to  be  quite  a  company  a  dec- 
ade from  now.   ■ 


Broadeners.  Harold  MacDon- 
ald (center  left)  says  that  before  he 
came  to  Household  Finance,  "The 
proper  spot  for  a  small-loan  of- 
fice was  supposed  to  be  an  upper 
floor    in    the    rear    of    a    building 


® LOANS 


where  no  one  would  see  you  sneak- 
ing in.  Not  too  well  lighted;  like 
the  old  accounting  houses  at  the 
turn  of  the  century.  We  decided 
that  a  loan  office  should  be  attrac- 
tive,  and   we   brought  them   down 


to  the  ground  floor."  He  also  put 
Household  into  retailing  (below). 
Now  Arthur  Rasmussen  (center 
right),  MacDonald's  new  man, 
hopes  to  broaden  Household's  hor- 
izons   in    quite    another    direction. 


''Super  C  is  a  rea 

breakthrough,  in 

speed  and  economy, 

to  reach  the  important 

Southern  Cahfomia 

and  Chicagoland 

markets.  It  ushers 

in  a  new  era  of 

profitable  expansion. 


Now  running-The  world's  fastest  freight  train, 
trimming  21  hours  from  Chicago-Los  Angeles  service. 

With  second-morning  delivery/'Super  ds 
faster  than  trucks  and  cheaper  than  air  freight. 

You  can  serve  customers  you  never  thought 
of  reaching  before.  ("'Super  C'is  also  now  serving  the 

Kansas  CitY  market.) 

SCHEDULE  AND  COST: 

"Super  C"  service  operates  under  Piggy  Back  Plans  llj  and  III, 
Santa  Fe  provides  trailer  or  container,  or  will  pay  an  allowance  for  equipment 
furnished  by  shipper,  for  ramp-to-ramp  service  to  and  from  our  Corwith 
Terminal  in  Chicago,  Argentine  Terminal  in  Kansas  City  and  our  Hobart 
Terminal  in  Los  Angeles. 

This  service  is  available  daily,  except  Sunday,  leaving  Chicago  2  PM 
and  Kansas  City  the  same  evening,  arriving  Los  Angeles  4  AM  (second 
morning).  Eastbound  service  leaves  Los  Angeles  10  AM,  arrives  Kansas  City 
the  following  evening  and  Chicago  4  AM  (second  morning). 

"Super  C"  service  costs  $1,400  per  trailer  or  container  loaded  to  a 
weight  not  to  exceed  35,000  pounds.  An  additional  charge  of  $4  per  100 
pounds  is  provided  where  the  weight  exceeds  35,000  pounds. 


Please  don't  think  of  us  as  just  another  railroad... 

Santa  Fe  is  the  moving  part  of  Your  marketing  arm. 
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Get  with  it.  Call  a  Santa  Fe  "Super  C"  salesman  or  mail  coupon  for 

complete  information. 

I 1 

Santa  Fe  "SUPER  C"  Information  Center  FM 

Department  333A,  80  East  Jackson  Blvd.,  Chicago,  Illinois  60604 
I  want  to  see  how  "Super  C"  can  speed  up  distribution  for  my  company  and  open 
up  new  marketing  opportunities.  Please  send  me  your  factual  brochure  detailing 
"Super  C"  's  flexibility  and  its  connections  to  and  from  Hawaii  and  the  Orient. 

Name 

Company 

Street  Address 

City 


_State_ 


_Zip  Code_ 


The  Battle  of  Bunker  Hill 


For  two  months  Bunker  Hill  fended  off  Gulf  Resources'  takeover  bid,  but 


One  Friday  afternoon  early  last  De- 
cember, Robert  H.  Allen,  40,  a  former 
CPA  who  now  heads  Gulf  Resources  & 
Chemical  Corp..  walked  into  the  Kel- 
logg, Idaho  head  offices  of  Bunker  Hill 
Corp.  He  calmly  informed  President 
Charles  E.  Schwab,  52,  that  within 
an  hour  Gulf  Resources  was  pre- 
paring to  make  a  tender  offer  for 
700.000  of  Bunker  Hill's  1.5  million 
shares. 

Allen's  reception  was  anything  but 
cordial.  Schwab  told  him  curtly  that 
he  would  have  to  discuss  the  matter 
with  Bunker  Hill's  board.  Allen  de- 
parted. 

Such  takeover  bids  are  common 
enough  these  days,  but  the  Gulf  Re- 
sources-Bunker Hill  hassle  was  to 
prove  remarkable  both  for  the  per- 
sistence and  patience  of  the  aggressor 
and  the  ingenuity  and  resourcefulness 
of  the  intended  victim.  In  the  end,  the 
outcome  was  determined  less  by  the 
agility  of  either  party  than  by  a  fatal 
flaw  that  has  brought  down  more  than 
a  few  business  schemes  before:  over- 
confidence.  In  what  looked  like  the 
very  moment  of  success,  the  loser  un- 
derestimated his  adversary's  strength, 
failed  to  keep  up  his  guard,  and  as  a 
result  forfeited  the  victory. 

Attack  &  Counterattack.  As  Allen 
tells  it,  the  last  thing  he  expected  was 
that  Schwab  would  receive  him  so 
coolly.  True,  Schwab  had  rejected  a 
similar  merger  offer  almost  two  years 
before.  But  times  had  changed.  Then 
Gulf  had  only  $10  million  in  sales  to 
Bunker  Hill's  $73  million.  However, 
having  acquired  Lithium  Corp.  last 
spring.  Gulf  was  now  a  much  bigger 
company.  Besides,  Allen  says,  Bunker 
Hill  and  Gulf  Resources  would  fit  hand 
and  glove.  As  one  of  the  U.S.'  leading 
lead,  zinc  and  silver  producers,  Bunk- 
er Hill  has  technical  skills  that  Gulf 
Resources  will  eventually  need  to  proc- 
ess magnesium  chloride,  while  Gulf 
has  large  Mexican  sulphur  resources 
which  Bunker  Hill  could  use  in  its 
fertilizer  operation. 

The  clincher  was  that  Gulf  Re- 
sources was  prepared  to  offer  $56  a 
share  for  a  company  that  had  sold  in 
the  30s  and  low  40s  for  most  of  the 
year,  and  Allen  already  had  in  his 
corner  a  large  Bunker  Hill  share- 
holder. 

Monday,  after  consulting  with 
Bunker  Hill's  board,  Schwab  fired  off  a 
letter  to  Bunker  Hill's  stockholders 
labeling  the  Gulf  Resources  tender  a 
"desperate  attempt"  at  a  takeover  and 


adding,  "Not  one  member  of  the  board 
of  directors  or  management  will  ten- 
der his  shares." 

By  Tuesday  morning  Schwab  was 
on  the  phone  talking  merger  with  John 
K.  Gustafson.  president  of  Homestake 
Mining.  The  largest  gold  producer  in 
the  U.S.,  Homestake  had  been  eager 
to  diversify  for  years,  and  had  talked 
merger  with  Bunker  Hill  casually  be- 
fore. "Homestake,"  Schwab  says,  "was 
the  first  of  several  companies  to  call 
me  when  the  tender  was  announced." 
Homestake  offered  to  acquire  Bunker 
Hill  on  stock-swap  terms  that  were 
substantially  better  than  those  offered 


Schwab  of  Bunker  Hill 

by  Gulf  Resources.  By  the  end  of  the 
week,  Bunker  Hill  was  selling  comfor- 
tably above  Gulf  Resources'  $56  ten- 
der, and  Schwab  appeared  to  have 
scored  a  major  victory. 

Over  the  weekend,  however,  the 
volatile  gold  stocks  were  going  down 
again.  Homestake  fell  6  points  and 
Bunker  Hill's  stock  fell  with  it,  drop- 
ping below  Gulf  Resources  $56  tender 
offer.  With  the  tender  offer  expiring 
on  Wednesday,  Schwab  was  uncom- 
fortably aware  that  Bunker  Hill  was 
vulnerable  again.  "The  gun  was  at  our 
head,"  Schwab  says.  "I  went  to  Home- 


stake  that  Monday  afternoon  and  gave 
them  every  opportunity  to  improve 
their  offer.  They  said  they  couldn't  do 
it.  I  had  to  withdraw." 

Schwab  immediately  got  on  the 
phone  to  Edmund  Littlefield,  president 
of  Utah  Construction  Co.,  a  $1 13-mil- 
lion-a-year  mining  and  construction 
company  (Forbes,  July  15,  1967)  that 
had  expressed  some  interest  in  work- 
ing out  a  merger  when  Gulf  Resources' 
tender  offer  was  first  announced.  The 
next  day  Utah  offered  a  mixture  ot 
common  and  convertible  preferred 
worth  close  to  $60.  Once  again  Schwab 
appeared  to  have  snatched  victory 
from  defeat. 

Patience  Pays.  Allen,  however,  had 
a  trick  or  two  up  his  sleeve  as  well. 
After  its  tender  offer  expired,  Gulf 
Resources  extended  it  three  times.  But 
the  pending  Utah  merger  kept  Bunker 
Hill  tantalizingly  out  of  reach.  When 
the  third  extension  expired  in  mid- 
January,  Gulf  Resources  did  not  re- 
new. A  few  days  later  it  announced  it 
was  returning  the  few  shares  that  had 
been  tendered  to  it. 

Bunker  Hill  at  long  last  seemed  in 
the  clear.  Schwab  breathed  easier.  Sev- 
eral days  later  Schwab  and  Littlefield 
broke  oft  their  merger  discussions  be- 
cause of,  as  both  men  explained,  "mar- 
ket conditions  and  other  factors."  Had 
Bunker  Hill  and  Utah  really  been  seri- 
ous? That  depends  on  whom  you  talk 
with. 

At  any  rate,  Schwab  had  relaxed 
too  soon.  What  Schwab  failed  to  con- 
sider was  that  Allen  could  pick  up  a 
substantial  block  of  Bunker  Hill  stock 
in  the  open  market.  With  extraor- 
dinary ease.  Allen  succeeded  in  round- 
ing up  540,000  Bunker  Hill  shares. 
36%  of  the  total  outstanding,  includ- 
ing a  block  of  149,000  shares,  at  60. 
When  Schwab  finally  realized  what 
was  happening,  he  threw  in  the  towel 
and,  as  graciously  as  he  could,  called 
Allen  to  suggest  that  the  time  had 
come  to  work  out  a  merger.  The  two 
companies  did.  working  out  an  ex- 
change of  stock  worth  between  $60 
and  $63  a  share. 

And  Schwab?  In  the  merged  com- 
pany, he  will  act  as  Allen's  executive 
vice  president,  remain  as  president  of 
Bunker  Hill. 

"In  a  situation  like  this,"  says 
Schwab  gamely,  "bygones  are  by- 
gones." 

In  business  as  in  war,  the  only  bat- 
tle it's  really  important  to  win  is  the 
last  one.  ■ 
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Want  a  system 
retrieves 
at  the  touch 
a  button? 


Come  to  Kodak. 


Automated  handling  of  records  on 
microfilm— even  by  the  millions,  is  a 
basic  advantage  of  the  Recordak 
MiRACODE  System.  It  takes  only  a 
split  second  to  "file"  an  item  on  micro- 
film, only  seconds  to  retrieve  it  for 
reference,  only  seconds  to  refile  it. 

But  there's  more  to  this  automated 
record-handling  system.  One  good 
example  is  the  Miracode  System's 
unique  ability  to  "browse"  the  file  — 
to  locate  a  desired  image  by  practically 
any  indexing  method.  By  accession 
number  ...  by  time  ...  by  author  .  .  . 
by  descriptor  ...  or  by  any  combina- 


tion of  these,  and  in  any  sequence! 

Put  in  another  way,  this  means  that 
you  only  need  to  know  something 
about  what  you're  looking  for.  The 
Recordak  Miracode  System  does 
the  rest . . .  searches  through  the  micro- 
film .  . .  gives  you  a  count  of  the  images 
that  match  your  search  parameters 
.  .  .  and  displays  the  desired  image  or 
images  in  seconds.  Want  a  facsimile 
print?  Just  press  a  button. 

For  more  details,  contact:  Eastman 
Kodak  Company,  Business  Systems 
Markets  Division,  Department  AA-3, 
Rochester,  N.Y.  14650. 


'I 


"Recordak"  and  "Miracode"  are  trademarks  of  Eastman  Kodak  Company. 
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As  I  See  It 


'This  year  or  next,  Japan  will  pass 
West  Germany  in  GNP."\ 


An  Interview  with  Edwin  0.  Reisctiauer 


That  which  makes  newspaper  headlines  is  not  always  the  same  as 
that  which  makes  history.  Sometimes  the  really  basic  events  are  too 
steady,  too  slow  and  undramatic  to  rate  much  newspaper  space. 
The  big  international  business  news  has  been  about  the  balance  of  pay- 
ments, the  British  pound,  de  Gaulle's  raids  on  the  dollar.  Thoughtful 
observers,  however,  suspect  that  Japan's  steady  and  powerful  rise  as  a 
trading  nation  may  have  greater  long-run  consequences  than  any  of  to- 
day's front-page  economic  news  stories.  Milestone:  This  year  or  next, 
Japan  will  pass  West  Germany  in  gross  national  product. 

To  get  an  insight  into  what  is  going  on  in  Japanese  business, 
FORBES  Associate  Editor  Wayne  Welch  and  Reporter  Barbara  Keleti 
went  to  Cambridge,  Mass.  late  last  month.  There  they  interviewed  the 
man  who  is  perhaps  the  U.S.'  most  perceptive  observer  of  things  Ja- 
panese: Edwin  0.  Reischauer,  President  Kennedy's  unorthodox  choice 
as  U.S.  ambassador  to  Japan  (1961-66).  Reischauer  was  born  in  Japan 
57  years  ago.  His  wife  is  Japanese.  He  was  a  professor  of  Far  Eastern 
Languages  and  of  Japanese  history  at  Harvard  for  15  years  prior  to 
his  ambassadorial  appointment  and  is  now  back  teaching  at  Har- 
vard. His  newest  book.  Beyond  Vietnam:  The  United  States  and  Asia,* 
IS  both  readable  and  thought-provoking  and  has  attracted  the  attention 
of  businessmen  interested  in  doing  business  in  Asia. 

"Alfred  A.  Knopf.  $4.95,  Vintage  $1.65  (paperback). 


Our  editor  wiis  in  the  Far  East  re- 
cently, an  area  where  he  has  spent 
quite  a  hit  ol  time.  He  says  that  a 
decade  or  so  ago,  Japanese  business- 
men he  met  in  Asia  were  most 
anxious  to  please  anv  Americans 
they  met,  to  cultivate  them,  to  try  to 
learn  from  them.  Now,  he  says,  the 
Japanese  seem  much  more  aloof,  more 
self-confident,  less  interested  in  pick- 
ing up  our  pearls  of   wisdom. 

Reischauer:  I'm  not  surprised.  I  be- 
gan to  notice  about  four  or  five  years 
ago  that  Japanese  businessmen,  who 
had  always  been  so  eager  to  discuss 
Japanese-.American  economic  relations 
and  were  always  so  worried  about 
what  the  American  market  would  do 
— the.se  same  men  began  to  be  bored 
with  that  kind  of  thinking. 

The  attitude  of  Japanese  business- 
men reflects  their  extraordinary  suc- 
cess. Practically  any  way  you  can 
measure  industrial  expansion,  no  one 
has  gone  up  as  fast  or  as  successfully 
as  the  Japanese.  Furthermore,  they 
have  every  confidence  that  they  can 
keep  on  doing  it. 

American  industries,  such  as  steel, 
thai  are  worried  about  competition 
from  the  Japanese  claim  that  the 
Japanese  businessmen   have  a  special 


advantage  in  that  their  government 
helps  them  in  their  business. 

Reischauer:  Of  course  their  govern- 
ment helps  them.  Actually,  it  was  the 
Japanese  government  that  helped  spon- 
sor the  development  of  modern  indus- 
try in  Japan.  It  is,  indeed,  an  advan- 
tage. Cooperation  between  big  business 
and  government  gives  the  Japanese  a 
much  more  delicate  control  over  their 
economy  than  we  have  in  this  country. 
This  cooperation  gives  the  Japanese  a 
capacity  to  move  out  of  a  slowdown 
in  the  economy  or  to  dampen  an 
overheating  of  the  economy — and 
to  do  it  quickly.  Here  in  the  U.S.,  we 
have  business  and  government  in  con- 
flict. We  had  the  tradition  of  the  best 
government  being  the  least  govern- 
ment. Our  idea  is  that  our  country  was 
built  by  the  businessman,  and  he  does 
best  when  the  government  doesn't 
pay  any  attention  to  him.  and  so  on. 
This  tradition  has  proved  not  to  be 
realistic  in  the  20th  century  world. 

We  have  a  cultural  lag  In  this  re- 
spect? 

Reischauer:  We  have  a  different  tra- 
dition. In  Japan,  businessmen  and  gov- 
ernment men  are  products  of  the  same 
school.  For  decades,  the  cream  of  the 


universities  has  gone  into  one  form 
of  the  bureaucracy  or  the  other.  The 
people  in  government  are  extremely 
good,  and  they  retire  at  a  very  early 
age,  around  50,  whereupon  they  go 
into  industry.  That  gives  them  a 
continuing  role. 

Also  part  of  the  tradition  is  that  in- 
dustry has  always  looked  for  guidance 
from  the  government  because  the  gov- 
ernment has  always  been  very  efficient 
in  helping  business.  In  the  old  days, 
the  government  provided  the  leader- 
ship in  things  like  organizing  cartels, 
fixing  prices  and  the  like. 

That  tradition  now  allows  the  gov- 
ernment to  suggest  a  slowdown  of  in- 
vestment in  industry  and  have  indus- 
try respond  in  a  meaningful  way.  I 
can  remember  that  happening  shortly 
after  I  got  there  in  1961.  They  had 
an  overheated  economy.  Because  of 
Japan's  lack  of  raw  materials,  heavy 
investment  in  industry  was  producing 
heavy  imports  and  a  worsening  bal- 
ance of  payments.  So  the  govern- 
ment let  it  be  known  that  it  hoped 
everybody  would  spread  out  over  a 
year  the  investments  they  had 
planned  to  make  over  six  months. 
(Continued  on  page  59) 
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(Continued  from   page  54) 
The  thing  worked.  Exports  caught  up 
with  imports  and  the  balance  of  pay- 
ments was  restored. 

Actually,  the  concept  of  voluntary 
cooperation  between  business  and  gov- 
ernment came  from  the  Japanese.  It 
has  been  tried  in  this  country  without 
any  outstanding  success,  but  it  does 
work  there. 

It  works  the  other  way  around,  too. 
Businessmen  influence  the  government. 
Big  business  in  Japan  is  extremely  big 
and  staffed  by  extremely  able  people. 
They  are  all  centered  in  the  same  big 
city — Tokyo.  Japan  is  a  one-city  na- 
tion, in  a  way,  like  England  and 
France.  You've  got  the  big  business 
community  and  the  government  all 
there  together  in  Tokyo,  and  you've 
got  the  bankers  and  tlie  businessmen 
of  Japan  having  a  feeling  about  what 
would  be  a  good  policy.  Also,  busi- 
nessmen are  the  source  of  most  of  the 
funds  for  the  party  in  power,  which 
has  to  elect  itself  with  rural  small- 
town votes.  But  even  without  that,  the 
opinion  of  these  top  businessmen  is 
highly  regarded  by  the  government. 

Where  does  labor  come  in?  With 
the  government  and  business  as  part- 
ners, doesn't  this  leave  labor  in  opposi- 
tion to  both? 

Reischauer;  On  the  surface,  you  see 
this  vast  challenge  of  labor  as  being 
the  supporter  of  the  opposition  parties. 
But  basically  they  have  a  ditTercnt  tra- 
dition from  ours  in  labor-management 
relations.  So  while  you  see  this  con- 
stant clash  on  the  surface,  you  see 
when  you  get  down  inside  Japanese 
business  that  there  is  a  much  greater 
tendency  toward  mutual  loyalty  on  the 
part  of  both  labor  and  management, 
and  a  great  deal  more  paternalism. 
Unions  turn  out  to  be  very  strongly 
company  unions — often  with  strong 
loyalty  to  a  specific  firm.  And  the  tra- 
dition of  the,  let's  say.  feudal  social 
relationship  has  given  industry  the  im- 
pression that  people  join  it  for  life, 
either  as  workers  or  management.  So 
another  tradition  is  to  find  work  for 
people  rather  than  to  cut  down  jobs. 
Sociologically,  it's  perhaps  a  sounder 
way  to  handle  the  problem  because 
the  firing  of  people  only  passes  that 
cost  to  other  parts  of  the  economy. 

The  idea  that  an  employee  works 
for  you  for  life  is  so  strong  that  al- 
most all  job  recruiting  in  Japan  is  tied 
to  the  school  year.  They  hire  at  grad- 
uation, and  don't  think  about  hiring 
someone  from  another  company. 

Doesn't  the  security  discourage  sav- 
ing? Where  does  Japanese  business 
get  the  capital  it  needs? 


Getting  There.  Japanese  products 
once  were  flimsy  and  cheap,  and  U.S. 
comedians  can  still  get  laughs  with 
cracks  about  "Made  In  Japan."  Since 
World  War  II.  however,  Japanese  tech- 
nology and  Duuuigement  have  caught 
up  with  and  in  many  cases  surpassed 
that  of  the  U.S.  and  Europe.  The  flashy 
automobile  shown  above  is  the  product 
of  an  industry  that  hardly  existed  until 
15  years  or  so  ago.  It  is  Daihatsu  Kog- 
yo's  Prototype  P-5x,  and  it  can  speed 
at  100  m.p.h.  along  new  Japanese  ex- 
pressways such  as  the  one  shown  at 
left.  Such  products  as  luxury  aulos.  it 
is  true,  are  designed  for  the  export 
Duirket;  only  one  Japanese  family  in 
10  owns  a  car.  But  for  home  consump- 
tion, the  Japanese  have  been  leaders  in 
such  "public  goods"  as  the  lO.shiha 
monorail  shown  below.  It  wa.s  Japan 
that  introduced  the  130-mile-per-hour 
intercity  train.  In  the  U.S.  that  lead 
is  being  followed  by  the  Penn  Cen- 
tral, which  plans  to  try  high  speeds 
on  the  New   York-to-Washinglon  run. 


Reischauer:  Well,  the  whole  country 
generates  capital.  There  is  perhaps  an- 
other sociological  factor  in  Japan's 
success,  and  that  is  the  tremendous* 
record  of  the  Japanese  in  conspicuous 
•nonconsumption.  The  rate  of  national 
saving  has  been  very  high  in  Japan 
during  the  last  100  years,  regardless  of 
the  political  system.  The  Japanese  is 
just  more  inclined  to  put  some  of  his 


yen  away  into  savings.  For  the  little 
man,  it  goes  into  postal  savings.  But 
even  the  owners  consume  very  little 
of  the  profits  their  companies  gen- 
erate. They  have  never  lived  ostenta- 
tiously. 

And  yet  we  hear  so  much  about  the 
rising  standard  of  living  of  the  Jap- 
anese people. 
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Fodder  for  Industry.  Many  of  the  children  in  the  picture  above  will  fol- 
low the  girls  below  to  the  factory  bench  and  blue-collar  trades.  But  first 
their  country  will  give  them  a  good  education  as  in  this  TV-equipped  class- 
room. That  is  one  of  the  strengths  of  Japanese  industry:  Its  ordinary  workers 
are  highly  literate.  Most  of  these  young  girl  workers  below  will  marry  and 
raise  families,  but  first  they  will  put  in  ten  years  or  so  serving  industry. 


Reischauer:  In  some  things,  yes.  For 
example,  there  is  one  area  in  which 
the  Japanese  do  not  underconsume. 
That  is  in  things  like  TVs,  washing  ma- 
chines and  other  appliances.  They 
come  next  to  Americans  and  possibly 
the  Canadians  in  all  these  things.  They 
consume  these  things  simply  because 
housing  is  in  short  supply,  so  expen- 
sive: the  Japanese,  because  of  crowd- 
ing, tend  to  be  underhoused  terribly, 
and  they  compensate  somewhat 
through  the  various  appliances  they 
utilize  in  their  houses. 

Like   ghetto    dwellers    in    tin-    U.S.. 
perhaps? 


Reischauer:  Yes. 

What   role  do   low    wages   play   in 
Japan's  competitive  prices? 

Reischauer:  That's  not  necessarily  a 
factor.  Wages  have  been  rising  at  10% 
a  year,  as  compared  with  4%  in  the 
U.S.,  and  an  industry  like  steel,  at 
which  they're  very  good,  does  not  have 
a  high  wage  factor  anyway. 

Then   what  are  their  advantages  in 
steel? 

Reischauer:  For  one  thing,  Japan 
doesn't  have  any  iron  ore  or  coking 


coal.  They  can  buy  from  the  world 
market  at  the  cheapest  possible  price. 
Also,  industrial  Japan  is  at  sea  level. 
Its  industry  is  not  located  behind  a 
range  of  mountains  because  there  may 
have  been  iron  ore  there  at  one  time. 
Their  industry  is  right  on  the  ocean, 
and  they  have  the  world's  great  ship- 
ping industry.  With  the  cost  of  ocean 
haulage  going  down  all  the  time,  their 
transport  costs  are  getting  better  and 
better.  Almost  all  the  industries  of 
'the  world  are  dependent  on  rail  haul- 
age of  one  sort  or  another,  which  is 
drastically  more  expensive  than  ocean 
haulage. 

Yet,  there  are  industries  in  which 
low  labor  costs  help  the  Japanese. 

Reischauer:  Only  if  the  low  labor 
costs  are  combined  with  high  skills. 
The  less-developed  countries  like 
Korea  and  Taiwan  have  still  lower 
wage  costs  than  Japan.  As  they  de- 
velop the  skills,  they  will  take  some 
of  this  business  away  from  Japan. 
Japan  used  to  be  in  the  business  of 
producing  shoddy  goods  for  the  un- 
derdeveloped world,  but  now  the 
Koreans  and  Formosans  do  it. 

The  real  advantages  are  sociological 
rather  than  purely  economic.  Let  me 
talk  about  one  of  the  advantages  the 
Japanese  have  in  industries  like  elec- 
tronics. That  is.  the  Japanese  have 
their  female  labor  force  better  geared 
into  economic  needs  than  we  do.  We 
have  a  pattern  of  increasingly  early 
marriages  that  takes  the  female  labor 
force  off  the  market  in  their  early 
years.  Then  the  children  begin  to  go 
to  school  and  the  mothers  appear  back 
on  the  market  in  their  late  30s  and 
early  40s,  at  which  time  they're  past 
their  peak  not  only  as  mothers  but  as 
electronics  workers. 

The  Japanese  have  a  pattern  of 
rather  delayed  marriage,  as  part  of 
their  birth-control  system.  The  girls 
graduating  from  junior  high  or  senior 
high  go  into  the  labor  market  at  that 
age.  Instead  of  going  to  college,  the 
girls  from  the  poorer  families  go  to  the 
cities  and  live  in  dormitories  run  by 
the  company,  with  all  sorts  of  cultural 
life  on  the  side.  They  spend  five  to  ten 
years  working  on,  say,  television  as- 
sembly. One  American  TV  manufac- 
turer viewed  them  at  work,  and  said, 
'"We  just  can't  compete  with  this. 
These  girls  are  vastly  more  nimble 
than  the  labor  force  that  we  have." 
There  is  a  sociological  pattern  that 
gets  the  Japanese  girl  working  for  in- 
dustry at  the  very  moment  when  she's 
best  able  to  make  a  big  contribution. 

//  some  of  these  advantages  pass  lo\ 
(Continued  on  page  65) 
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WeVe  moving  40,166  freight  cars  down  there. 
We  know  where  each  one  is. 
Right  now. 


Real  "real  time"  car  tracing  is  here.  Want  to 
know  where  any  car  is  on  the  Burlington 
route?  Ask  our  pair  of  IBM  360  computers. 
Get  an  instant  answer. 

Because  our  computers  tell  it  like  it  really  is. 
Where  the  car  is  right  now.  Not  where 
it  was  half  a  day  ago. 

You  can  talk  directly  to  the  computer  by 
Telex  or  TWX.  Our  sales 
representative  has  the  number  to  call. 


Or,  if  you'd  rather,  call  him 

or  Burlington's  Chicago  Service  Bureau 

(312-922-2345)  to  do  the  asking. 

Real  "real  time"  car  tracing  keeps  you 
on  top  of  things,  it's  just  one  more  extra 
you  get  from  the  railroad  that  revolutionized 
its  distribution  system. 

Even  if  it  means  coming  up  with  out-of-this- 
world  ideas  'i^        n        ■■         x 
communications.    tSUriin^^XOIl 

We  run  a  revolution  not  a  railroad. 


PHOro  COUft  1 1 L*I  OF  NAbA.  V;AiMIN&ION.  0  C, 


Sundstrand  growth 
set  new  record  in  1967 

1967  sales  were  $215.1  million,  compared  to 
the  previous  record  of  $116.9  million  in  1966. 
Net  earnings  rose  from  $6.1  million  to  $11.2 
million.  Earnings  per  common  share  in- 
creased from  $1.76  to  $2.56.  Order  backlog 
at  year  end  was  $160  million. 

These  record  gains  resulted  from  con- 
tinuation of  a  planned  program  of  balanced 
growth,  which  has  included  substantial 
investment  over  recent  years  in  develop- 
ment of  new  and  improved  products  for 
growing  markets.  1967  growth  also  reflects 
selective  acquisition  of  companies  having 
technical  capabilities  compatible  with  those  of  Sundstrand. 

During  the  year,  there  were  significant  developments  in  original 
equipment  systems  supplied  to  manufacturers  of  aircraft,  farm  and 
construction  vehicles,  residential  heating  units,  and  various  classes 
of  heavy  machinery.  Similar  important  progress  was  made  in  the  field 
of  numerically  controlled  machining  systems  which  are  marketed 
across  the  metalworking  industries.  Encouraging  results  also  were 
attained  in  development  of  a  number  of  other  products  and  systems 
to  be  marketed  in  the  future. 

Acquisitions  included  United  Control  Corporation,  electronic  com- 
ponents and  systems  for  aerospace  industries;  Howard  Foundry 
Company,  precision  light  metal  and  exotic  alloy  castings  for  the  aero- 
space and  other  industries;  A.  R.  Gieringer  Corp.,  special  machinery; 
Rudy  Manufacturing  Company,  components  for  automotive  air  con- 
ditioning and  other  refrigeration  applications;  and  Engelberg,  Inc., 
abrasive  belt  grinders. 

In  1968,  further  expansion  is  planned  through  plant  construction, 
increased  employment,  and  acquisition  activity.  Sales  and  earnings 
should  continue  to  show  significant  improvement. 


19K  1966  1967 

NET  SALES  (MILLIONS) 


Bruce  F.  Olson,  President 
Sundstrand  Corporation,  Rockford,  Illinois 


Sundstrand's  1967  Annual  Report 

will  be  available  mid-March.         Year  Ended  Year  Ended 

Dec.  31,  Restated         Dec.  31. 

1967  (b)  1966  (a)  1966 

Net  Sales $215,099,000     $151,924,000     $116,914,000 

Earnings  before  Taxes 18,786,000  14.096,000  10,589,000 

Provision  for  Federal  Income  Taxes 7,540,000  6,076,000  4,510,000 

Net  Earnings  after  Taxes 11,246.000  8,020,000  6,079,000 

Earnings  per  Common  Share  (c) 2.56  1.84  1.76 

Pro  forma  Earnings  per  Common  Share  (d). .  2.38 

(a)  Includes  Rudy  Manufactui<rg  Company  and  United  Control  Corporation  on  a  fiscal  year  basis. 

(b)  Includes  all  acquisitions  on  a  calendar  year  basis. 

(c)  The  1967  and  Restated  1966  earning  per  share  are  after  recognition  of  the  preferred  dividend  require- 
ment which  would  have  been  paid  to  former  Rudy  stockholders  if  the  merger  had  been  effected  on 
January  1,  1966. 

(d)  Pro  forma  earnings  are  based  on  the  si^rjge  number  of  shares  of  common  stock  that  would  have 
been  outstanding  it  the  J25.0O0,0O:  ;'  '  ,  ~  cor^vertible  subordinated  notes  had  been  converted  into 
common  stock  at  the  applicable  cc-.i-.  n  rate  as  of  issue  date.  Sundstrand  exercised  its  option 
and  called  for  prepayment  of  these  notes  on  January  27,  1968. 


Watch  for 
continuing  reports 
)n  Sundstrand's 
program  of 

balanced  growt/i. 

SUNDSTRAND 


SUNDSTRQND 


Halliburfon 

revenues  and  earnings 

.   AGAIN 


increase 


HIGHLIGHTS 

1967 

1966 

-  1965 

Earnings  per  share 

$  4.61 

$  4.29 

$  4.03 

Dividends  per  share 

1.90 

1.70 

1.50 

(in  millions) 

Revenues  

$720.3 

$699.3 

$532.8 

Net  income    . 

39.0 

36.2 

34.0 

Dividends  paid  . 

16.1 

14.4 

12.6 

Acquisitions  of  property,  plant 

and  equipment 

48.2 

64.5 

40.0 

Stockholders'  equity  at  year  end      . 

244.6 

220.4 

198.4 

Average  shares  outstanding 

8.5 

8.4 

8.4 

Per  cent  of  net  income  to  revenues 

5.4% 

5.2% 

6.4% 

Per  cent  of  net  income  to  average 

stockholders'  equity 

16.8% 

17.3% 

18.2% 

For  the  fifth  consecutive  year,  the  revenues  and  earnings  of  HaOiburton 
Company  show  a  healthy  gain.  Consolidated  revenues  of  $720  million 
represent  a  3%  increase  over  1966  . .  .  and  record  earnings,  after  taxes,  of 
$39  million,  an  increase  of  8%.  The  outlook  for  the  company's  services 
to  the  international  offshore  petroleum  industry,  as  well  as  its  other  diversified 
operations,  is  excellent.  Capital  expenditures  of  $55  million  have  been 
budgeted  for  1968. 


EARNINGS  AND  DIVIDENDS  PER  SHARE 


$5 


EARNINGS  PER  SHARE 
DIVIDENDS  PER  SHARE 


58        59         60        61         62        63         64        65         66         67 


THE  FAMILY  OF  HALLIBURTON  COMPANIES  INCLUDES:  HALLIBURTON  SERVICES  DIVISION,  Duncan,  Oklahoma.  Oilfield  Services/ 
BROWN  &  ROOT,  INC.,  Houston,  Texas,  Engineering.  Construct/on/OTIS  ENGINEERING  CORP.,  Dal/as,  Texas,  Subsuriace  Pressure 
Contro/s/SOUTHWESTERN  PIPE,  INC.,  Houslon,  Texas,  Thin-Wall  Tub/ng/WELEX  DIVISION,  Houston,  Texas,  Electric  Wireline  Services/ 
FREIGHTMASTER  DIVISION,  Fort  Worth,  Texas,  Railroad  Cushioning  Devices/WELEX  ELECTRONICS  DIVISION,  S//ver  Spring.  Mary- 
land/JOE  0.  HUGHES,  INC.,  Houston,  Texas,  Trucking/SPECIAL  PRODUCTS  DIVISION,  Duncan.  Ok/ahoma/PRESSURE  GROUTING 
DIVISION,  Duncan,  Ok/ahoma/INDUSTRIAL  CLEANING  DIVISION,  Duncan,  Ok/ahoma/ELCOR  DIVISION.  Silver  Spring.  Maryland,  Elec- 
tronics/JET  RESEARCH  CENTER,  INC.,  Arlington.  Texas.  Explosives  and  Pyrotechnic  Ordnance/LIFE  INSURANCE  COMPANY  OF  THE 
SOUTHWEST,  Da/(as.  Texas/HIGHLANDS  INSURANCE  COMPANY,  Houston,  Texas,  Casualty  and  Generat/SPECIAL  PROJECTS  DIVI- 
SION, Duncan,  Oklahoma. 


The  1967  Halliburlon  Annual  Report 

will  be  distributed  on  or  about 

March  20.  1968.  For  a  copy  of  this  report, 

or  other  inquiries,  please  write: 

Depanment  I,  Halliburton  Company, 

321 1  Southland  Center,  Dallas,  Texas  75201. 


Halliburioi 

COMPANY 
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(Continued  from  page  60) 
countries  like  Taiwan  and  Korea,  will 
it  be  the  Japanese  that  organize  them? 

Reischauer:  It  is  already  very  much 
that  way  in  both  Korea  and  Taiwan.  In 
Korea,  the  great  hope  has  always  been 
a  close  association  with  the  Japanese 
economy,  which  has  a  worldwide  mar- 
keting syste.m.  So  if  Korea  can  get  in 
on  the  Japanese  worldwide  market,  it 
will  get  in  on  something  that  is  very. 
very  valuable.  On  the  other  hand,  you 
are  getting  a  transfer  of  the  cheap 
labor  aspects  of  the  industrial  setup 
from  Japan  to  Korea.  Last  year  Jap- 
anese exports  to  Korea  were  S470 
million,  imports  from  Korea  only  S92 
million.  The  discrepancy  in  part  is 
obviously  the  investment. 

So   the  Japanese   want   these   other 
countries  to  move  ahead'.' 

Reischauer:  Yes.  In  the  1930s  the 
Japanese  broke  into  the  shoddy-goods 
industry  in  America  on  a  large  scale. 
Since  then,  so  far  as  there  has  been  a 
shoddy-goods  market,  it  has  been  pro- 
vided for  by  the  less-developed  coun- 
tries, not  by  Japan.  The  Japanese 
markets  improve  in  Asia  in  terms  of 
the  development  of  industry  and 
wealth  standards  of  Asian  countries. 
When  a  country  begins  moving  ahead, 
it  begins  to  want  Japanese  elevators, 
business  machines  and  all  the  rest  of 
it.  So  Japan  wants  those  other  coun- 
tries to  develop  economically. 


Breakthrough.  Advances  in  tanker  desif>n  have  played  a  major  role  in 
keepinfi  Japan's  industry  competitive.  The  bigger  the  ships  get,  the  lower 
the  transportation  costs;  the  oceans  have  become  cheap  and  effi- 
cient   links    between    Japan    and   its   markets   and   raw    material   sources. 


Hill  China  ever  rival  Japan  as  an 
industrial  power? 

Reischauer;  Not  in  any  time  that  we 
can  see.  The  Japanese  have  a  GNP  of 
$114  billion  and  100  million  people — 
over  Si. 000  per  capita.  The  Chi- 
nese have  700  million  people  and  a 
GNP  of  about  S70  billion— SI 00  per 
capita — and  that's  not  growing.  The 
Japanese  have  under  20%  of  their 
people  in  primary  industries  such  as 
agriculture,  while  the  Chinese  have 
70%  or  80%>.  In  20  years,  the  Jap- 
anese figure  will  be  under  10%.  but 
the  Chinese  will  still  be  well  over  50%. 
There  will  be  a  terrific  gap  for  decades. 

Aside  from  their  peculiar  sociology, 
what  do  the  Japanese  have  that  other 
non-European    nations   don't   have? 

Reischauer:  Education.  In  percent  of 
population  that  go  to  college,  they're 
now  next  to  the  U.S.  and  Israel, 
and  about  equal  to  Canada.  They  have 
a  smaller  percentage  of  high  school 
dropouts  than  the  U.S.  The  percentage 
of  their  population  graduating  from 
high  school  is  far  above  Europe's.  Also, 


the  Japanese  people  want  their  children 
to  go  to  the  universities.  A  lot  of  Japa- 
nese leaders  are  dubious  about  mass 
university  education,  but  the  people 
want  it.  The  university,  by  the  way. 
is  one  ijf  the  less  progressive  aspects  of 
Japanese  education.  And  they  have  in- 
novated very  little  in  higher  education 
since  the  war.  However,  they  get  the 
most  out  of  grade  and  high  school. 
Here  we  don't,  and  try  to  make  up  for 
it  in  college. 

IVhat  about  politics?  Is  Japan  a  re- 
liable ally?  After  all.  Japanese  business 
is  trading  pretty  freely  with  Red  China. 

Reischauer:  The  Japanese  business- 
man is  not  nearly  so  concerned  with 
the  fear  of  Asia  becoming  Communist. 
They  trade  with  China  and  they  think 
they  could  trade  with  other  Asian 
Communists.  The  Japanese  business- 
man regards  the  Vietnam  thing  as  un- 
fortunate: They  are  disturbed  to  see 
.the  U.S.  in  trouble,  because  the  U.S.  is 
so  important  to  them.  And  they  feel 
Vietnam  would  be  a  better  market 
without  the  war. 

The  main  thing  the  Japanese  busi- 


nessman is  concerned  about  is  world 
stability.  I  find  the  Japanese  business- 
man eager  to  discuss  political  prob- 
lems, and  to  get  Japan  to  play  a  role 
in  them.  It's  the  businessman  who  is 
pushing  that  way,  more  than  the  gov- 
ernment, the  intellectual  or  the  public. 
But  the  interest  is  in  peace  and  stabili- 
ty, not  in  ideology. 

Is  it  true  that  Japan,  more  than 
Western  Lurope.  is  going  to  be  the 
really  tough  long-term  competitor  for 
the  U.S.  in  world  trade? 

Reischauer:  Well,  this  year  or  next 
Japan  will  pa.ss  West  Germany  in 
GNP.  She  won't  be  a  superpower,  but 
she  will  be  ahead  of  all  the  European 
countries.  She  will  probably  continue 
to  ship  about  30%  of  exports  to  the 
U.S.  Whether  this  will  hurt  depends 
on  what  industry  you  are  in — actually, 
we  ship  more  to  her  than  she  to  us. 
But  don't  ever  underestimate  Japan.  I 
have  a  Korean  friend  who  said  to  me: 
"Our  part  of  the  world  is  going  to 
inherit  the  earth  because  we're  going 
to  have  the  two  things  most  necessary 
for  it,  education  and  hard  work."   ■ 
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For  15  years,  this  was  the  automatic 
feed  attachment  for  your  copien 

Ridiculous^ 


II  the  things  a  copier  does,  it's  hard  to 
i  you  still  have  to  waste  time  standing 
i  feeding  in  each  original  by  hand.  But 
sxactly  what  you've  been  doing  for  the 
>  years. 

',  (hooray)  we  have 
one  of  our  auto- 
feeders  and  at- 
I  it  to  our  P  B  250 
.All  you  have  to  do 
p  a  stack  of  orig- 
up  to   150   in   as- 
sizes, in  the  feeder, 
:he  button  and  walk 
The  feeder  feeds  and  the  copier  cop- 
len  all  the  originals  are  fed,  the  feeder 
feeding  and  the  copier  stops  copying, 
azing. 
the  copies  come  out  in  consecutive 


order,  separated  from  the  originals.  If  you 
need  3  copies  of  a  50  page  report,  just  keep 
putting  the  originals  back  in  the  feeder  and 
picking  up  the  collated  copies  as  they  come 
out.  It's  that  simple.  And  it  applies  to  ledger 
cards,  manuscripts  and  hundreds  of  other 
uses  you'll  discover  yourself. 

But  why  didn't  it  happen  15  years  ago? 

Because  Pitney-Bowes  only  started  mak- 
ing copiers  last  year. 

Pitney-Bowes  has  been  making  machines 
that  handle  paper  for  the  last  47  years.  We've 
had  automatic  paper  feeders  on  our  equip- 
ment for  a  long  time.  We  make  postage  meter 
mailing  machines  and  Tickometers  and  fold- 
ers and  inserters  and  collators  and  precision 
scales  and  all  kinds  of  equipment  to  make 
paper  handling  easy.  And  after  trying  every- 
one else's  copier  for  14  years,  we  decided  to 


make  a  copier,  too  — the  Pitney-Bowes  250 
copier,  which  is  now  available  with  auto- 
matic feed.  Which  is  what  this  ad  is  all  about. 

^Pitney-Bov^es 

For  information,  write  Pitney-Bowes,    Inc., 
1782  Crosby  Street,  Stamford,  Conn.  05904. 

Postage  Meters 
Addresser- 
Printers 
Mailopeners 
Folders 
Inserters 
Counters  & 
Imprinters 
Scales 
Collators 
Copiers 


Grimy  But  Glamorous 

Whaf 's  th/s?  The  oil  industry  is  going  after  coal  as  though  the  homely  old  material  were  the  latest  wonder  metal,  m 


The  domestic  oil  companies  think 
they  have  found  an  answer  to  their 
prayers.  Unable  to  find  sufficient  oil 
at  home,  handicapped  abroad  by  a 
late  start  and  by  U.S.  import  quotas, 
these  giant  companies  have  had  to  buy 
crude  oil  from  their  competitors. 
Thus  their  profit  margins  have  been 
badly  squeezed,  and  they  have  ranked 
low  in  profitability  in  comparison  with 
the  crude-rich  internationals.  The  13 
domestic  oils  covered  in  the  Forbes 
Jan.  1  survey  had  an  average  operat- 
ing profit  margin  of  19.7%,  an  aver- 
age return  on  capital  of  9%.  The  five 
internationals,  by  contrast,  boasted 
average  margins  of  21%,  average  re- 
turns of  11.7%. 

Surprisingly  enough,  a  number  of 
the  domestic  oils  are  pinning  their 
hopes  for  the  future  on  oil's  ancient 
enemy,  coal.  The  domestic  oil  com- 
panies and  a  few  of  the  internationals 
have  been  buying  coal  lands  as  fast 


as  they  can.  Says  Armand  Hammer, 
president  of  Occidental  Petroleum, 
which  only  two  months  ago  absorbed 
Island  Creek  Coal,  third-largest  coal 
producer  in  the  U.S.:  "It  makes  sense. 
After  all,  coal  is  the  next  major  source 
of  energy  available  in  this  country." 

A  Lump  of  Gas?  To  a  limited  de- 
gree, coal  and  oil  still  compete,  espe- 
cially in  the  electric  utility  market. 
But  what  has  attracted  the  oil  com- 
panies is  more  than  a  desire  to  absorb 
a  competitor.  For  the  day  is  getting 
closer  when  it  may  be  economically 
feasible  to  turn  coal  into  gasoline. 
Says  Myron  A.  Wright,  chairman 
of  Jersey  Standard's  big  Humble  Oil 
subsidiary:  "Coal  will  play  a  major 
role,  both  as  a  source  of  raw  materials 
and  as  a  direct  fuel." 

To  be  sure,  there  is  nothing  new 
about  trying  to  make  liquid  fuels  from 
coal.  A  German  scientist  named  Ber- 
gius  suggested  doing  so  before  World 


War  I;  the  Luftwaffe  went  through 
World  War  II  on  synthetic  gasoline; 
and  South  Africa  has  been  making 
gasoline  from  coal  for  15  years  now. 
But  it  wasn't  until  1963,  when  Con- 
tinental Oil's  Consolidation  Coal  sub- 
sidiary won  a  $10-million  contract  to 
'.try  to  develop  a  new  commercial  pro- 
cess from  the  Department  of  Interior's 
Office  of  Coal  Research,  that  coal 
liquefaction  seemed  likely  to  change 
the  shape  of  the  industry. 

Consolidation's  pilot  conversion 
plant  at  Cresap,  W.Va.  went  into  pro- 
duction last  fall,  but  the  commercial 
feasibility  of  the  process  won't  be 
known  before  1970.  At  the  moment, 
the  Bureau  of  Mines  is  predicting  the 
new  process  plant  will  permit  coal  to 
be  converted  into  100-octane  gasoline 
for  as  little  as  1 1  cents  a  gallon. 

Since  it  now  costs  from  10  cents  to 
12V4  cents  a  gallon  to  produce  gaso- 
line from  crude  oil.  the  new  process,  if 


Hidden  Treasure.  The  U.S.  may  be  short  of  oil,  but  it 
has  virtually  inexhaustible  reserves  of  coal — 1.6  trillion 
tons  at  last  estimate — scattered,  as  the  map  below  shows, 


across  the  entire  country.  Thus,  when  coal  gasification 
becomes  a  reality,  synthetic  crude  can  be  easily  funneled 
into  the  U.S.  existing  oil  refining  and  distribution  system. 


it  works,  would  be  strongly  competi- 
tive. Such  estimates  are  pretty  blue 
sky.  but  the  justification  for  making 
them  is  not.  Practically  everyone  con- 
cedes that  it  will  be  possible  to  liquefy 
coal  at  a  price  competitive  with  gaso- 
line in  the  not-too-distant  future.  It 
might  take  as  long  as  15  years,  as  OCR 
suggests  at  its  most  pessimistic  moment 
— or  as  little  as  five  years,  as  Ar- 
mand  Hammer  suggests  at  his  most 
optimistic.  "When  conversion  of  coal 
liquids  does  come  to  commercial  real- 
ity," says  Consolidation's  coal  chief, 
Howard  \V.  Blauvelt,  "it  will  have  a 
major  impact  on  the  coal  industry." 
The  annual  coal  consumption  of  a 
v/Vis.'/f  100,000-barrel-a-day  conversion 
plant  would  increase  present  demand 
by  2%  to  3'^c. 

Indeed,  the  potential  seems  so  great 
that  coal  has  suddenly  leaped  ahead  of 
oil  shale  as  a  potential  source  of  liquid 
hydrocarbons.  For  one  thing,  the  tech- 
nical process  for  converting  coal  into 
gasoline  is  somewhat  further  ad- 
vanced. For  another,  most  of  the 
U.S.'  shale  oil  reserves  are  lo- 
cated on  government  lands,  and  gov- 
ernment policy  on  their  development 
is  still  up  in  the  air.  This  means  that 
in  oil  shale  there  is  as  yet  no  assur- 
ance of  supporting  reserves,  which  a 
conversion  plant  requires  in  abun- 
dance. Privately  owned  coal  lands,  in 
sharp  contrast,  are  readily  available, 
and  the  oil  companies  are  taking  full 
advantage  of  that  fact. 

Continental  Kicks  Off.  The  trend  of 
oil  companies  mto  coal  was  started 
three  years  ago  when  Continental  Oil 
paid  $538  million  in  cash  and  stock  for 
the  U.S.'  largest  bituminous  producer. 
Consolidation  Coal.  The  only  other 
really  big  coal-oil  merger  to  date  was 
Occidental's  last  month,  but  there 
have  been  unmistakable  signs  of  in- 
terest by  other  oil  companies.  Atlantic 
Richfield  has  acquired  a  rather  large 
amount  of  western  coal  lands.  Kerr- 
McGee  has  been  developing  fairly  ex- 
tensive coal  lands  in  southeastern  Okla- 
homa, Gulf  Oil  already  is  in  coal  as 
a*  result  of  its  1964  purchase  of  Spen- 
cer Chemical  and  its  Pittsburgh  &  Mid- 
way Coal  subsidiary.  Jersey  Standard's 
Humble  Oil  has  combined  its  coal  and 
shale  oil  operations  in  one  department 
and  is  spending  $12  million  a  year 
adding  to  its  coal  holdings  in  the  West. 

Non-oil  companies,  too.  have  been 
bitten  by  the  coal  bug.  Kennecott  Cop- 
per is  trying  to  acquire  Peabody  Coal. 
General  Dynamics  owns  United  Elec- 
tric Coal.  Air  Reduction  Co.  is  in  the 
process  of  acquiring  Maust  Coal.  Also 
in  coal  are  the  powerful  Peter  Kiewit 
Sons'  Co.  and  the  Utah  Construction 
Co.  (Forbes,  July  15,  1967).  Vir- 
tually every  major  independent  com- 
pany in  the  industry  {see  table,  p.  70) 


STREAM 
CLEANING 


...With  a  Marley  water  cooling  tower 

Hot  water  discharged  into  a  stream  sets  up  a  chain  reaction  that 
weakens  the  stream's  natural  ability  to  clean  itself.  The  hotter  the 
water,  the  less  oxygen  it  contains.  Less  oxygen  means  fewer  micro- 
organisms to  reduce  organic  waste  into  harmless  elements.  More 
waste,  in  turn,  results  in  even  less  oxygen.  And  so  it  goes,  sorrily 
down  the  stream. 

But  many  forward-thinking  industrial  water  users  stop  this  kind  of 
pollution  cold  with  Marley  water  cooling  towers.  Heated  process 
water  is  recirculated  through  Marley  towers  where  it  is  cooled  and 
re-used  time  and  again.  Which  means  streams  stay  cool  and  maintain 
their"  self-purifying  capacity. 

Marley  is  helping  many  industries  take  the  heat  off  their  water 
pollution  problems.  May  we  help  you?  The  Marley  Company,  222 
West  Gregory,  Kansas  City,  Missouri  64114. 


MARLEY 


World  leader  in  water  cooling  towers. 


ACHIEVERS 


42.2%  of  Forbes'  total  adult  readers  are  Pro- 
fessional-Managerials  who  have  been  to  college. 

That's  the  highest  concentration  of  these  higher 
educated,  better  employed  readers  found 
among  all  magazine  audiences  measured  by 
the  1968  Simmons  Study. 


has  become  a  likely  acquisition  pros- 
pect. Pittston,  for  instance,  has  been 
beset  with  take-over  rumors  for 
months  now,  and  only  last  week 
Ayrshire  Collieries  announced  its  will- 
ingness to  sell  its  assets  or  work  out  a 
merger  with  another  company. 

In  fact,  ever  since  the  Consolidation 
merger  was  announced,  the  land  of- 
fices of  the  U.S.'  major  coal  states 
have  been  swamped  with  inquiries 
about  the  availability  of  coal  lands. 
So  far,  the  major  interest  has  been 
centered  in  states  like  Wyoming,  Utah, 
Colorado  and  Montana,  which  boast 
enormous  but  largely  untapped  re- 
serves. But  the  investigation  has  been 
going  on  elsewhere  as  well.  "This  thing 
is  still  pretty  hot,"  says  Illinois'  princi- 
pal geologist  Jack  A.  Simon,  "and  the 
companies  want  to  play  it  coy.  We 
keep  getting  inquiries  from  land  own- 
ers who  are  suddenly  approached  for 
coal  lands  when  they  may  be  a  hun- 
dred miles  from  any  production.  They 
say,  'What  have  we  got?  We  didn't 
know  we  had  any  coal.'  " 

Speculative,  But  .  .  ,  "The  nation's 
potential  energy  needs  are  so  vast," 
says  Continental  Oil's  Chairman  Leon- 
ard F.  McCollum,  "it  is  no  longer  a 
question  of  one  source  of  energy 
pushing  out  another  source."  Aside 
from  liquefaction,  coal  has  long-term 
attraction  for  generating  electricity. 
In  terms  of  BTU  content,  Consolida- 
tion's some  6-billion-ton  reserve  alone 
is  equal  to  two-thirds  of  the  U.S.'  total 
liquid  petroleum  reserve.  And  even  this 
is  matched  by  the  estimated  6-billion 
tons  of  reserves — admittedly  low  qual- 
ity but  potentially  valuable — owned  by 
the  Union  Pacific  Railroad. 

Undoubtedly,  the  whole  situation  re- 
mains speculative.  Much  of  the  ac- 
quired coal  is  far  from  market  and 


New  Markets.  //  coal  liquefaction 
becomes  a  reality,  the  coal  industry 
will  finally  have  access  to  a  wide 
range  of  very  big  markets  previous- 
ly closed  to  it,  ranging  from  aviation 
(above)     to    automotive    (below). 


uneconomical  to  mine  under  present 
circumstances.  Admittedly,  too,  cheap 
Middle  Eastern  crude  oil  and  Vene- 
zuelan crude  are  more  than  a  match 
for  coal  at  port  areas,  where  low- 
cost  ocean  transport  is  available.  And, 
of  course,  shale  oil  is  a  potential  com- 
petitor as  is  atomic  power.  "But," 
argues  Atlantic  Richfield's  executive 
vice  president,  Louis  F.  Davis,  "domes- 
tic oil  supplies  are  dwindling  and  de- 
,mand  is  rising.  The  gap  will  have  to  be 
filled  with  imports  or  with  synthetics. 
We  feel  we  need  a  raw  material  po- 
sition in  the  synthetics.  We  have  no 
plans  to  market  the  coal  we're  buying, 
we're  just  buying  it  now  as  a  source 
for  the  future." 

Why,  if  coal  is  so  valuable,  are  coal 
companies  anxious  to  sell  out?  For 
one  reason,  the  price  at  long  last  is 
right.  Moreover,  if  the  potential  of 
coal  conversion  is  enormous,  so  is  its 
cost.  A  100,000-barrel-a-day  commer- 
cial conversion  plant  would  cost  up- 
ward of  $375  million,  a  staggering 
sum  for  an  industry  of  maybe  3,000 
separate  companies,  of  which  the 
largest  independent — -Pittston  Co. — 
boasts  assets  of  only  $259  million.  This 
is  why  the  oil  companies,  with  their 
vast  financial  resources,  seem  ready- 
made  as  a  vehicle  for  developing  the 
industry's  potential. 

Old  but  Glamorous.  The  long-range 
nature  of  so  much  of  this  underlines 
the  wisdom  of  the  route  that  Occiden- 
tal and  Continental  have  taken.  In 
acquiring  going  coal  companies,  they 
pick  up  energy  reserves  for  the  future 
and  current  profits  at  the  same  time. 

"Coal  may  not  look  like  a  glamour 
industry,"  says  Continental  President 
Andrew  W.  Tarkington,  "but  it  has 
growth  potential  that  few  other  indus- 
tries its  age  can  match."  ■ 


THE  COAL  COMPANIES:  A  STATISTICAL  PROFILE 
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Company 

Sales 

Latest 

12  Months 

(millions) 

Gain 
Over 
Fiscal 
1962 

Net  Income 

Latest 
12  Months 
(millions) 

Earnings 
Per  Share 

Latest 
12  Months 

Gain 
Over 
1962 

Recent 
Price 

1967-68 
Price  Range 

Indicated 
Dividend 

Yield 

Price/ 

Earnings 

Ratio 

Ayrshire  Collieries 

Eastern  Gas  g.  Fuel  Associates 

Maust  Coal  &  Coke* 

$  59.9 

203.1 

40.4 

10.3% 

33.7 

69.7 

$  3.6 
15.0 
3.9d 

$4.56 
3.52 
1.36d 

19.7% 
395.8 

t 

743/4 
65 

71/8 

761/4—461/4 
75    -445/8 
113/4-  51/2 

$1.00 
stock 
none 

1.3% 

16 
18 

North  American  Coal 
Oglebay  Norton 
Old  Ben  Coal 

37.2 
62.2 
41.6 

41.3 

17.0 

100.9 

2.3 
4.2 
3.3 

1.43 
4.18 
3.16 

150.9 
91.7 
51.9 

18 

383/4 

47 

23    -12 
413/4—291/4 
56    —38 

0.60 
1.80 
1.35 

3.3 
4.6 
2.9 

13 

9 

13 

Peabody  Coal 
Penn  Virginia  Corp. 
Pittston  Co. 

255.6 

3.2 

386.6 

91.7 
69.7 
56.8 

28.1 

2.1 

15.9 

2.81 
4.48 
3.50 

88.6 
91.5 
51.5 

413/8 

62  V2 
44  V8 

451/2     403/4 
65    -421/2 
59    -291/4 

1.00 
3.10 
1.20** 

2.4 
5.0 
2.7 

15 

14 
13 

Rochester  &  Pittsburgh 
Virginia  Iron  Co»l  &  Coke 
Westmoreland  Coal 
Zeigler  Coal  &  Coke 

31.3 
23.4 
31.6 
15.6 

3.5 

182.4 

168.4 

-     9.7 

0.8d 
1.6 
2.8 
1.3 

d 
1.15 
2.60 
2.68 

t 
134.7 
tt 
52.3 

17y2 
15% 
32 
30 

171/2— 16 
193/8—10% 
333/4—19 
33^4-17^2 

none 
0.50 
1.20 
1.00 

Tl 
3.8 
3.0 

14 
12 
11 

d-Deficlt.     'Approved  acquisition  by  Air  Reduction  Co. 

tProfit  to  deficit.     "Plus  stock.     ttOeficit  to  profit 
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V  new  Pontiac  can't  turn  Mingo  Junction,  Ohio  into  New  York  City. 
But  it  will  make  getting  there  a  little  easier  to  take. 


orge  Fulton  tours  the  midwest  for  the  B.  K.  Elliott 
mpany.  At  one  time,  his  method  of  transportation 
s  no  more  exciting  than  many  of  his  road  trips.  But  one 
/,  the  company  took  heed  of  George's  monastic  life.  And 
iy  spent  the  few  extra  bucks  for  a  new  Pontiac  Catalina. 

orge  told  us  it's  done  wonders  for  him.  He  found  that 
talina's  longer  121  -inch  wheelbase  absorbs  those  coun- 
road  irregularities,  instead  of  his  backbone.  That  Wide- 
ick  straightens  curves  almost  effortlessly.  And  with  all  that 
ntiac  styling  going  for  him,  he  now  arrives  at  front  doors 
clients. 


So  before  you  make  your  next  fleet  car  purchase,  take  a 
hint  from  the  B.  K.  Elliott  Company  and  give  the  guys  who 
drive  your  cars  a  break.  Just  see  your  local  Pontiac 
dealer,  or  contact  our  Fleet  Sales  Department, 
Pontiac  Motor  Division,  Pontiac,  Mich.  48053. 
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RCA  is  a  computer  typesetter. 


RGA  is  tomorrow's  fishern 
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RCA  is  help  on  a  lonely  road. 


RCA  is  revolutionizing  printing 
with  Videocomp,  a  computer 
typesetter  that  can  set  "War  and 
Peace"  in  less  than  an  hour. 
RCA  is  bringing  hope  to  the 
world's  hungry  with  a  satellite 
TV  camera  that  can  tell  us 
where  to  look  for  fish. 
RCA  is  making  highways  safer 
with  push-button  callboxes 
that  speed  help  to  troubled 
motorists. 

Finding  new  ways  to  meet 
changing  needs.  That's  the 
RCA  idea.  Over  80%  of 
the  1 2,000  products  we  make 
didn't  exist  10  years  ago. 

Today  we're  filling  new  needs 
in  every  field  from  education 
and  medicine  to  communica- 
tions and  computers. 

This  is  RCA  today. 

Tomorrow? 

We're  working  on  it. 


langing  changing  changing 
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Imperial   Presentation    Frame   of   Etched    Rock    Crystal    •     Presented  to   his    Wife  by 
Alexander  III,  Czar  of  All  the  Russias  •  From  the  Forbes  Magazine  Collection  of  Faberge 


Carl  Faberge  knew  his  business. 

Forbes  Magazine  knows  its  business. 

Which  is  your  business. 

Today  over  half-a-million 
executives  subscribe  to  Forbes. 


An  additional  million  read 
every  issue. 

Circulation  and  advertising 
revenues  are  at  an  all-time  high. 

And  still  growing. 


Forbes  Magazine  readers  don't  just 
own  American  business. 

They  run  it. 

Forbes:  capitalist  tool 


The  Time  Inc.  of  Iowa 

By  being  stolidly  square,  Meredith  Corp. 
nourishes  in  the  age  of  mod  and  hip. 


At  the  turn  of  the  century,  accord- 
ing to  company  legend,  magazine  pub- 
lisher Ed  Meredith's  dictum  was  "No 
piffle,  no  passion;  no  fiction,  no  fash- 
ion"; and  his  successors  at  Meredith 
Corp.  have  stuck  with  it.  Today,  that 
means  no  sexy  covers,  James  Bond 
stories  or  miniskirted  models.  Not 
surprisingly,  Meredith  is  headquar- 
tered in  Des  Moines,  Iowa. 

Can  such  an  arrow-straight  publish- 
er make  a  go  of  it  these  days?  It  can 
if  it  publishes  Better  Homes  &  Gar- 
dens. In  its  1967  fiscal  year  (through 
June  30)  Meredith  earned  nearly  $7 
million  on  SllO-million  revenues.  Un- 
der Chairman  Fred  Bohen  and  Presi- 
dent Darwin  D.  Tucker,  Meredith 
has  been  as  belligerently  homey  as 
Time  Inc.  is  abrasively  knowing. 

Like  Time  Inc.,  Meredith  is  not 
simply  a  magazine  publisher,  though 
magazines  contribute  about  48%  of 
revenues.  It  is  also  in  broadcasting 
(14%),  trade  and  general  book  pub- 
lishing (14%),  textbook  printing 
(13%)  and  contract  printing  (6%). 
In  the  last  five  years,  when  Time  Inc.'s 
earnings  rose  198%  on  a  55%  gain 
in  sales,  Meredith's  rose  219%  on  a 
59%  sales  gain.  Last  year  Meredith 
earned  17%  on  equity  vs.  Time  Inc.'s 
19%,  This  past  year  Meredith  suffered 
from  rising  postal  and  paper  costs  and 
a  decline  in  demand  for  mail-order 
books;  but  both  Bohen  and  Tucker 
see  this  as  merely  a  passing  phase  in 
the  company's  long-term  expansion 
plans. 

How  to  Live.  The  company  was 
founded  in  1902  by  an  Iowa-raised 
supersalesman  who  believed  that  the 
thing  Americans  wanted  to  know  most 
was  how  to  live  a  better  life.  Spe- 
cifically in  October  of  that  year  Ed 
Meredith  Sr.  began  publishing  Suce-KS- 
ft<l  Farming,  aimed  at  the  prosperous 
midwestern  farmer.  Within  a  year  it 
had  nearly  a  100,000  circulation. 

But  ambitious  Ed   Meredith  was  a 


publisher,  not  a  farmer.  Realizing  that 
the  automobile  was  creating  a  new 
life  outside  the  cities,  in  the  early 
1920s  he  launched  what  soon  was  re- 
named Better  Homes  &  Gardens.  The 
subject  was  different  from  Successful 
Farming,  but  the  principle  was  the 
same:  how-to-do-it  on  good  living  for 
nonurban  homeowners. 

When  Meredith  died  in  1928  at 
age  51,  his  company  was  one  of  the 
largest  publishing  houses  west  of  the 
Mississippi.  Today,  with  a  seven  mil- 
lion circulation,  BHG  is  the  U.S.'  lead- 
ing "shelter"  magazine;  and  Successful 
Farming,  with  1.3  million,  is  the 
second  largest  farm  journal. 

The  man  who  took  over  at  Mere- 
dith's death  was  son-in-law  Fred  Bo- 
hen, a  good-natured  midwesterner  who 


Homey.  Meredith's  Darwin 
Tucker  concentrates  on  help- 
ing his  readers  live  the  good 
life,  leaves  the  problems  and 
the  preaching  to  other  pub- 
lishers. Below,  Meredith's  new 
Des    Moines    printing    plant. 


NATION'S 
LARGEST 
FEDERAL 
NATION'S 
HIGHEST 
RATE 


WHY 

ACCEPT 

LESS? 


5.13%  annual  yield  on  passbook 
accounts  when  savings  and  all 
dividends  remain  a  year,  if  our 
5%  current  annual  rate  is  com- 
pounded daily  and  maintained  a 
year  — the  highest  return  obtain- 
able on  insured-safe  passbook 
savings.  Or  earn  5.25%:  Extra  V4% 
annual  bonus  paid  on  three-year 
certificates  ($1000  multiples). 
Assets  over  $1.5  billion,  18  offices 
in  Southern  California,  account- 
holders  in  all  50  states  and  100 
foreign  countries  — the  nation's 
largest  federally-chartered  sav- 
ings institution.  Funds  received 
by  10th  earn  from  1st.  Send 
check  or  write  for  details, 

FREE!  "The  California  Federal  Story"  Color- 
ful, exciting!  Latest  issue  includes  news  of 
Southern  California  and  California  Federal 
Savings;  latest  financial  statement.  Mail 
coupon  today  for  free  copy! 


CALIFORNIA 
FEDERAL 
SAVINGS 

AND  LOAN  ASSOCIATION 


Where  the  Big  Money  is. 
Established  1925 


HEAD  OFFICE:  S670  WILSHIRE  BLVD.,  LOS  ANGELES 


California  Federal  Savings  Association 

Box  54087,  Terminal  Annex, 

Los  Angeles,  Calif.  90054  f.s3 

D  Please  send  free  "California  Federal 
story"  and  CalFed  MAIL-SAVER.® 

Please  open  account: 

D  Passbook  ($50  or  more) 

D  Joint     D   Individual     D  Trust 

Name(s) 

Address . 


City. 


State. 


-Zip- 


Funds  enclosed  in  amount  of  $. 
Soc.  Sec.  or  Ident.  No 
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is  TRI-CONTINENTAL 
a  soccer  league 

No,  and  it's  not  a 
shipping  line 
...or  an  airline 
...or  a  pipeline. 

TRI-CONTINENTAL  Corporation  is 

the  nation's  largest  publicly-traded  diversified  invest- 
ment company.  Its  shares,  traded  on  the  New  York  Stock 
Exchange,  represent  an  interest  in  a  portfolio  of  securities 
of  many  companies  in  many  industries.  Tri-Continental 
tries,  although  there  is  no  guarantee  of  success,  to  pro- 
duce reasonable  current  income,  possible  long-term 
growth  of  income  and  capital  value  for  its  stockholders. 
If  that's  your  objective,  Tri-Continental  is  an  investment 
you  can  live  with. 

For  your  free  copy  of  the  1967  Annual  Report  write: 

Room  lOOOD 

65  Broadway,  New  York,  N.  Y.  10006 
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PHILIP   MORRIS 

INCORPORATED 

announces  its  161st  Consecutive  Quarterly  Dividend 
on  Common  Stock 

COMMON  STOCK  DIVIDEND.  A  quarterly  dividend  of  $0.35  per  share  on 
the  Common  Stock  of  the  Company  has  been  declared  payable  April 
1 1,  1968  to  holders  of  record  at  the  close  of  business  on  March  14,  1968. 

PREFERRED  STOCK  DIVIDEND.  A  quarterly  dividend  of  $1.00  per  share 
on  the  Cumulative  Preferred  Stock,  4%  .Series,  and  a  quarterly  dividend 
of  $0,975  per  share  on  the  Cumulative  Preferred  Stock,  3.90%  Series, 
have  been  declared,  both  payable  on  May  1,  1968  to  the  respective 
holders  of  record  at  the  close  of  business  on  April  17,  1968. 

JAMES  W.  COZAD 

New  York,  N.  Y.,  February  28,  1968  Treasurer 


Philip  Morris 
Domestic 

TOBACCO  PRODUCTS 
AMERICAN  SAFETY  RAZOR  CO. 
CLARK  GUM  COMPANY 
BURMA-VITA  COMPANY 
THE  LIGHTFOOT  COMPANY 

Philip  Morris 
Industrial 

MILPRINT  CONVERTING 
MILPRINT  INTERNATIONAL 
NICOLET  PAPER  COMPANY 
POLYMER  INDUSTRIES,  INC. 


Philip  Morris 
International 

PHILIP  MORRIS  (AUSTRALIA)  LTD. 

C.  A.  TABACALERA  NACIONAL  (VENEZUELA) 

EVER-READY  PERSONNA  (ENGLAND) 

PHILIP  MORRIS  DE  PUERTO  RICO,  INC. 

TABACALERA  CENTROAMERICANA  S.A.  (GUATEMALA) 

BENSON  8.  HEDGES  (CANADA)  LTD. 

FABRIQUES  DE  TABAC  REUNIES  S.A.  (SWITZERLAND) 

MASSALIN  Y  CELASCO  S.A.C.  e  I.  (ARGENT<(NA) 

N.V.  PHILIP  MORRIS  S.A.  (BELGIUM) 

KWARA  TOBACCO  COMPANY  LIMITED  (NIGERIA) 

PHILIP  MORRIS  S.A.  (SWITZERLAND) 
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at  72  is  still  Meredith's  chief  executive. 
He  too  was  a  siipersalesman:  In  1930 
he  published  the  first  Belter  Homes  & 
Gardens  Cook  Book,  which  has  grown 
until  it  is  second  only  to  the  Bible  and 
the  dictionary  in  hardbound  copies  is- 
sued. But  Bohen's  greater  triumph  is 
diversification. 

He  and  his  vice  president,  E.T. 
Meredith  Jr.,  son  of  the  founder,  went 
looking  for  another  rich  vein  of 
.American  culture  to  tap.  They  recog- 
nized one  in  television,  and  in  1948 
built  TV  station  WHEN  in  Syracuse, 
N.Y.  The  company  now  operates  four 
broadcasting  stations. 

In  the  last  few  years  Bohen  and 
Meredith  (until  his  death  in  1966) 
sought  similar  veins  in  religious  and 
formal  education.  In  1959  the  com- 
pany bought  Chicago's  Replogle 
Globes,  the  world's  largest  globe  mak- 
er. Then  in  the  next  two  years  it  ac- 
quired Lyons  &  Carnahan,  a  Chicago 
publisher  of  elementary  and  high 
school  texts;  Appleton-Century-Crofts, 
a  New  York  publisher  of  college  texts, 
medical  and  reference  books;  and 
Duell,  Sloan  &  Pearce,  a  Chicago  ju- 
venile and  trade  book  publisher.  In 
1965  came  the  Book  Club  Guild,  own- 
er and  operator  of  seven  religious  book 
clubs  and  publisher  of  Pulpit  Digest 
and  Pastoral  Psychology,  followed  by 
a  50%  interest  in  four  book  clubs 
owned  by  the  College  of  St.  Thomas, 
publisher  of  the  Catholic  Digest. 

Meredith  is  deep  in  educational  re- 
search. However,  unlike  Time  Inc.'s 
General  Learning  Corp.  (half-owned 
with  G.E.),  Meredith  isn't  concen- 
trating on  complex  new  learning 
techniques.  Instead,  with  the  help  of 
famous  Harvard  psychologist  B.F. 
Skinner,  Meredith  has  developed  a 
practical,  non-reusable  workbook  for 
teaching  children  writing.  Only  when 
the  student  makes  a  correct  mark  with 
a  special  pencil  on  chemically  treated 
paper  does  the  mark  show  on  the 
paper.  The  workbook  went  on  the 
market  in  January. 

As  You  Were.  Meredith's  President 
Tucker,  who  once  sold  Successful 
Farming  throughout  New  England, 
sees  no  reason  to  alter  the  formula  that 
has  made  Meredith  so  successful  for 
over  a  half  century.  Meredith  breathes 
the  midwestern  spirit,  and  Tucker 
has  every  intention  of  keeping  it  that 
way.  "That's  why  the  major  editorial 
staff  is  in  Des  Moines,  living  the  life 
they  write  about,  away  from  the  urban 
centers,"  he  says.  "While  we  have  prob- 
lems, our  urban  problems  are  some- 
what less  drastic  than  those  they've 
been  experiencing  in  New  York." 

It's  what  millions  of  Americans 
have  been  saying  indignantly  to  New 
Yorkers  for  years:  There's  a  lot  of  the 
U.S.  west  of  the  Hudson  River.  ■ 
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HFC  earnings 
hit  alkime  high 


Highlights 

1967 

1966 

Percent 
Increase 

Net    Income 

Total 

Per  Common  Share 

.      $      61,531,000 
$2.63 
33,306,000 

$ 

57.289,000 
$2.42 
29,333,000 

7.4% 
8.7 
13.5 

Reinvested  in  Business 

Dividends  Paid 

On  $4.40  Preferred  Stock 

On  Common  Stock 

Per  Common  Share 

$        7,750,000 
20,475,000 
$1.00 

$ 

7,750,000 
20,206,000 
$0,975 

Finance 

Instalment  Notes  Receivable  .  . 
Net  Income 

$1,417,267,000 
44,782,000 

•$    656,068,000 
16,749,000 

$1,271,195,000 
42,000,000 

$    616,998,000 
15,289,000 

11.5 
6.6 

6.3 
9.5 

Merchandising 

Net  Sales          

Net  Income 

Number  of  Stockholders 

24,483 

24,196 

HFC  is  the  nation's  largest  consumer  finance  company  specializing  in  personal  cash  loans.  It  is  also, 
through  its  merchandising  subsidiaries,  a  major  factor  in  retailing.  It  employs  31,747  people,  and 
services  the  needs  of  the  public  through  1,523  branch  offices  and  4,643  owned  and  franchised  retail 
outlets  located  in  all  principal  cities  and  communities  in  50  states  and  the  ten  Canadian  provinces. 
Complete  details  on  Household's  diversified  structure  and  performance  record  are  contained  in  the 
HFC  1  967  Annual  Report,  available  on  request. 

HOUSEHOLD   FINANCE 

Prudential  Plaza— Chicago,  Illinois  60601 
Established  in  1878. 1,52  3  lending  offices  and  4,643  retail  stores  nationwide. 
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THE  RESISTANCE  STOCKS 


The  Dow-Jones  industrial  average  was  down  over  10%  from  last  September's  1967-68  high,  and 
the  New  York  Stock  Exchange  industrial  index  by  nearly  as  much.  Many  of  last  year's  glamour 
stocks,  notably  electronics,  information  processing  and  conglomerates,  were  down  25%  to  50% 
from  their  1967-68  highs.  However,  over  200  companies  listed  on  the  NYSE  resisted  the 
market  trend.  Listed  below  are  100  companies  that  declined  significantly  less  than  the  averages. 


Decline 

- 

Decline 

, — 1967-68 — , 

Recent 

From 

, 

, 1967-68 — > 

Recent 

From 

Company 

High 

Low 

Price 

High 

Company 

High 

Low 

Price 

High 

Building  Materials 

American  Standard 

371/4 

175/8 

34% 

7.4% 

National  Tea 

15% 

13 

14% 

5.8% 

Armstrong  Cork 

60% 

461/2 

561/4 

7.4 

J.J.  Newbury 

34% 

15% 

32% 

5.5 

Congoleum-Nairn 

263/8 

17V8 

243/4 

6.2 

Safeway  Stores 

28% 

21% 

26% 

7.1 

Giant  Portland  Cement 

135/8 

101/2 

12% 

7.3 

Sterchi  Brothers 

16% 

12% 

15% 

5.3 

Weis  Markets 

313/4 

165/8 

29% 

7.1 

Int'l  Pipe  &  Ceramic 

30 

15 

293/4 

0.8 

Jim  Walter 

601/4 

181/8 

56 

7.1 

Textiles  &  Apparel 

National  Gypsum 

51 3/8 

291/4 

483/4 

5.1 

Wickes  Corp. 

32  Vs 

18 

313/4 

1.2 

Burlington  Industries 

43% 

27% 

40% 

5.8 

Cluett,  Peabody 

27% 

16% 

263/4 

3.2 

Fieldcrest  Mills 

31% 

20 

293/8 

6.0 

Consumer  Products 

J.P.  Stevens 

59% 

393/4 

56% 

5.8 

Austin  Nichols 

323/8 

173/4 

31% 

2.7 

Talon 

36% 

20 

35% 

3.4 

Canadian  Brewing 

8V2 

61/2 

8 1/4 

2.9 

United  Elastic 

265/8 

175/8 

247/8 

6.6 

Conwood 

393/8 

221/2 

363/4 

6.7 

United  Merchants  &  Mfg. 

31% 

22 

30 

5.9 

Liggett  &  Myers 

76^2 

653/8 

73% 

4.1 

Warnaco 

35 

215/8 

33 

5.7 

Mohasco 

26V8 

141/4 

24% 

4.8 

Wayne  Gossard 

32% 

22% 

32% 

* 

Reynolds  Tobacco 
Joseph  Schlitz 

46  V2 
39 

341/2 
3072 

431/4 
38 

7.0 
2.6 

Transportation 

1 

Unilever  NV 

313/4 

233/8 

303/4 

3.2 

American  Commercial  Lines 

56 

373/4 

53% 

4.5 

Universal  Leaf 

31% 

225/8 

29% 

7.4 

Amsted  Industries 

593/4 

38% 

55% 

7.1 

U.S.  Tobacco 

45 

261/4 

43% 

3.3 

Consolidated  Freightways 

36 

163/4 

33% 

8.0 

Interstate  Motor  Freight 

36% 

20% 

34% 

5.1 

Financial 

McLean  Trucking 

32% 

16% 

32 

2.7 

Chase  Manhattan 
Continental  Mortgage 
General  Bancshares 

693/4 
543/4 
11% 

59% 

27% 

93/8 

66% 

54 

11 

4.1 
1.4 
5.4 

Overnite  Transportation 
Reading  Co. 
Westinghouse  Air  Brake 

303/4 

253/4 
45% 

13% 

13 

30% 

28% 

25 

42% 

6.9 
2.9 
7.6 

Gibraltar  Financial  of  Calif. 

313/8 

12% 

30 

4.4 

Utilities 

Household  Finance 

341/4 

25% 

32% 

4.0 

Alabama  Gas 

19% 

'15% 

18% 

5.8 

Marine  Midland 

35 

273/8 

34% 

2.5 

American  Water  Works 

15 

123/8 

143/8 

4.2 

Northwest  Bancorp. 

56 

46 

54% 

2.7 

Central  Maine  Power 

201/4 

173/8 

19% 

4.9 

Western  Bancorp. 

331/2 

27 

32% 

1.9 

Cincinnati  Gas  &  Elec. 

29 

23% 

26% 

7.8 

Colorado  Interstate  Gas 

453/4 

283/8 

42% 

7.1 

Metals  &  Mining 

Columbia  Gas 

283/4 

23% 

27% 

5.7 

Benguet  Consolidated 

133/4 

21/4 

12% 

6.4 

Hawaii  Electric 

30% 

22% 

285/8 

6.1 

Campbell  Red  Lake 

47 

163/4 

47 

* 

New  England  Electric 

29% 

23% 

27% 

7.6 

Dome  Mining 

81 

375/8 

80% 

0.6 

Northern  Natural  Gas 

55% 

45% 

53% 

2.9 

Hecia  Mining 

701/4 

42^4 

683/4 

2.1 

Orange  &  Rockland  Utilities 

30 

24% 

27% 

7.5 

Homestake  Mining 

86  y8 

38% 

86% 

* 

Peoples  Gas  Light  &  Coke 

38% 

32% 

36% 

6.4 

International  Mining 

383/4 

123/8 

383/4 

* 

Petrolane 

343/4 

17% 

33 

5.0 

New  York  Honduras 

543/4 

36% 

541/2 

0.5 

Southeastern  Public  Service 

20 

141/4 

19% 

1.3 

Norris  Industries 

401/2 

171/4 

39 

3.7 

Texas  Eastern  Trans. 

24% 

18% 

22% 

7.1 

Peabody  Coal 

451/2 

403/8 

42 

7.7 

Miscellaneous 

Sunshine  Mining 

417/8 

21% 

41% 

* 

American  Crystal  Sugar 

30% 

14% 

28% 

'7.8 

Oil 

Book-of-the-Month 

451/4 

23% 

43% 

4.4 

Clevite 

613/8 

39 

59% 

2.6 

Halliburton 

691/4 

401/4' 

641/4 

7.2 

Drexel  Enterprises 

56% 

28% 

54% 

3.1 

Schlumberger 

75  V4 

40% 

703/4 

6.0 

Shell  Transport 

28 

20 

273/4 

0.9 

Hall  Printing 

47 

323/4 

435/8 

7.2 

Skelly 

77 

42% 

71 

7.8 

Keller  Industries 

325/8 

19 

32 

1.9 

Standard  Oil  of  N.J. 

713/4 

593/8 

67% 

5.9 

Milton  Bradley 

643/4 

20% 

60 

7.3 

Nashua  Corp. 

583/8 

46% 

57 

2.4 

Stores 

National  Starch  &  Chem.' 

483/4 

38% 

46% 

5.1 

Food  Fair  Stores 
Grand  Union 
Interstate  Dept.  Stores 

241/4 

38 

14V4 
16% 
33% 

18% 
22y4 
37% 

2.7 
6.2 
1.3 

Newport  NewsShipbldg. 

Pillsbury 

Banco 

583/4 

46% 
30% 

33% 
32% 
15% 

565/8 

44% 
29% 

3.6 
4.5 
3.7 

Jewel  Companies 

37^2 

26% 

35% 

4.7 

J.M.  Smucker 

31% 

19 

29% 

5.6 

Kings  Dept.  Stores 

39% 

12 

37 

7.2 

U.S.  Playing  Card 

39% 

28% 

37 

7.2 

Kroger  Co. 

27^4 

20% 

26% 

4.1 

Waukesha  Motor 

68% 

32 

65 

5.3 

R.H.  Macy 

38  3A 

20% 

36^4 

5.5 

Witco  Chemical 

39% 

27 

37 

6.3 

•New  high. 

J 
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Just  a  Little  Bit  Better 


The  1968  Simmons  Study  shows  that  FORBES  ranking  among  adults  with  Professional  or 
Managerial  employment  isn't  a  whole  lot  different  from  what  it  has  been  in  the  past.  Just  better. 


%  of  Adults  who  are 
Professional-Managerial 

%  of  Adults  who  are 

Professional-Managerial 

college  graduates 

FORBES                                55.7 

FORBES                                42.2 

Fortune                                47.6 

Fortune                                35.8 

Business  Week                    40.4 

Business  Week                    23.4 

U.S.News                           34.1 

U.  S.  News                            20.9 

Time                                    29.5 

Time                                     19.5 

Newsweek                            28.6 

Newsweek                            16.5 

U.  S.  Total                            13.6 

U.  S.  Total                              6.2 

%  of  Adults  who  are 

%  of  Adults  who  are 

Professional-Managerial 

Professional-Managerial 

with  Household  Incomes  of 

with  Large  Companies 

$15,000  and  over 

(1000  or  more  employees) 

FORBES                                  28.4 

FORBES                                24.9 

Fortune                                 25.6 

Fortune                                19.4 

BusinessWeek                     19.2 

Business  Week                     14.9 

U.S.News                           11.5 

Newsweek                              8.6 

Time                                      9.8 

U.  S.  News                              7.9 

Newsweek                             8.3 

Time                                      7.5 

U.  S.  Total                             3.5 

U.S.  Total                              3.1 

Fact  is,  among  all  57  publications  measured  in  this  latest  edition  of  the 
Simmons  Study  of  "Selective  Markets  and  the  Media  Reaching  Them" 
FORBES  has  the  highest  concentration  of  Professional-Managerial  readers. 

This  continuing  documentation  of  audience  quality  comes  as  no  surprise  to 
those  who  are  aware  that  FORBES  readers  don't  just  own  American  business. 

They  run  it. 


Forbes:  capitalist  tool 


10  DYNAMIC  STOCKS 


(2)  An  aggressive  conglomerate  whose 
per-share  profits  have  increased  by  800 
per  cent  in  the  last  jour  years. 

(2)  A  volatile  scientific  pioneer  in  ocean- 
ography, nuclear  physics  and  optics. 

(3)  A  diversified  industrial  growth  com- 
pany selling  at  only  1 1  times  earnings,  ivith 
the  potential  for  a  much  higher  multiple. 

(4)  An  electronics  leader  involved  in 
aerospace  systems,  data  handling,  electro- 
optics  and  lasers. 

(5)  A  color  TV  maker  with  extremely 
bright  prospects,  now  trading  at  a  price  we 
think  is  disproportionately  low. 

"Out  of  the  thousands  of  stocks  on  the  market .  . .  out 
of  the  hundreds  of  stocks  you  follow  . . .  out  of  the  scores 
you  recommended  last  year — which  ten  stocks  do  you 
like  best  right  now?" 

We  asked  our  analysts  that  question  recently. 

We  asked  them  to  go  out  on  a  limb,  to  pick  the  ten 
most  dynamic  stocks  they  could  think  of,  in  companies 
they  felt  could  grow  big  and  move  fast  in  the  not-too-dis- 
tant future. 

Their  answer:  a  new  30-page  report  called  10  Dy- 
namic Stocks.  It  is  frankly  not  for  the  conservative  inves- 
tor. But  if  you  can  appreciate  an  outstanding  growth  op- 
portunity and  you  can  afford  a  risk  or  two,  this  is  a  report 
you  might  profit  from  in  a  tangible  way. 

It  costs  $10 — or  you  can  get  it  as  a  bonus  with  a  low- 
cost  introductory  subscription  to  the  Wiesenberger 
Investment  Report.  It's  powerful  evidence,  we  think, 
that  WIR  is  a  service  you  should  be  reading  regularly. 

As  you  may  know,  WIR  is  an  advisory  service  that  dif- 
fers importantly  from  most  others.  It  is  published  twice 
a  month,  with  special  reports  whenever  special  situations 
arise.  It  comes  to  you  from  a  firm — Nuveen  Corporation 
— that  is  an  investment  broker,  as  well  as  an  investment 
adviser,  for  many  of  the  country's  largest  institutional  in- 
vestors. 

These  managers  of  mutual  funds,  pension  funds, 
banks  and  insurance  companies  are  responsible  for  the 
productive  investment  of  billions  of  dollars  of  other  peo- 


(6)  A  sophisticated  filter  company  that 
'  represents  a  ground-floor  participation  in  a 

brand-new  industrial  field. 

(7)  A  diversified  manufacturer  of  com- 
puters and  controls  that  could  be  poised  for 
a  major  turnaround. 

(S)  An  educational  innovator  with  a 
strong  position  in  toys,  games,  and  the 
fast-grou'ing  market  for  teaching  aids. 

(9)  A  dynamically  expanding  broad- 
base  technology  frm  whose  prospects  seem 
to  justify  a  much  higher  price. 

(^10)  A  drug  and  chemical  company 
whose  upgrading  efforts  seem  ready  to  pay 
off  in  a  major  new  earnings  surge. 

pie's  money.  Many  of  them  read  and  use  WIR  regularly, 
and  the  reasons  may  be  these : 

(1)  Every  WIR  issue  gives  you  a  current  investment 
policy.  This  recommendation  distills  decades  of  analyti- 
cal experience  into  a  few  terse,  unhedged  paragraphs. 
Dozens  of  newspaper  editors  quote  it,  many  thoughtful 
investors  act  on  it.  You  may  well  find  this  one  feature 
worth  many  times  the  subscription  price. 

(2)  WIR  gives  you  a  piercing  analysis  of  the  market 
that  weighs  and  measures  important  monetary,  economic, 
political  and  psychological  influences. 

(3)  Periodically,  WIR  explains  to  you  the  internal 
factors  that  we  believe  affect  the  market.  Its  battery  of 
technical  indicators — the  Wiesenberger  Sentimeter,  the 
Moni-Vane,  the  Three-Step-and-Stumble  Rule,  the 
Glamour  and  Junior  Glamour  Averages — can  give  you 
valuable  perspective  on  stock  price  movements. 

(4)  Perhaps  most  important  of  all,  WIR  reports  on 
individual  investment  opportunities — stocks  that  we 
think  offer  better-than-average  profit  potential.  They  in- 
clude conservative  as  well  as  relatively  speculative  issues, 
for  various  investment  objectives.  They  are  studied  and 
followed  up  by  a  widely-recognized  staff  of  security 
analysts. 

10  Dynamic  Stocks  is  simply  a  sample  of  the  penetrat- 
ing investment  intelligence  you'll  find  in  every  issue  of 
WIR.  To  find  out  exactly  how  useful  WIR  can  be  in  to- 
day's volatile  market,  return  the  coupon  now. 


WIESENBERGER  INVESTMENT  REPORT 

NUVEEN  CORPORATION 

Members:  New  York  Slock  Exchange  and  other  principal  exchanges 

61  BROADWAY   •   NEW  YORK,  NEW  YORK  10006 

□  Please  send  10  Dynamic  Stocks  as  a  bonus  with  a  three-month  subscription  to  WIR  at  $21. 
n  Send  the  report  as  a  bonus  with  a  year's  WIR  subscription  at  $75. 
Q  Send  the  report  alone  at  $10. 1  enclose  payment. 

Name FO-2 


Address- 


Gty- 


-State_ 


_Zip- 


□  Please  send  information  on  how  I  can  obtain  WIR  on  a  brokerage  basis,  without  cash  outlay. 
This  subscription  may  not  be  assigned  without  your  consent. 
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Uneven  Match? 

Why  pick  IBM  and  AT&T,  two  of  the  best  companies  there 
are,  for  competitors?  Western  Union  hasn't  much  choice. 


Dream  Maker.  Russell  McFall  thinks  he  can  make  Western  Union  a  giant 
data  communications  system.  For  the  company's  sake,  he'd  better  be  right. 


It's  too  bad  for  Western  Union  that 
companies  aren't  judged  by  the  cahber 
of  their  competition.  If  they  were,  this 
century-old  company  with  $337-mil- 
lion  revenues  and  $17.5  million  in  net 
profit  would  be  a  leading  blue  chip. 
For  in  its  struggle  to  remake  itself, 
Western  Union  is  taking  on  not  only 
American  Telephone  &  Telegraph  but 
International  Business  Machines  and 
all  the  other  computer  companies. 

No  Choice.  How  does  a  second-rank 
company  get  stuck  competing  with 
the  country's  most  powerful  com- 
panies.' For  Western  Union  there  was 
really  no  alternative.  As  the  long-dis- 
tance telephone  cut  into  its  telegraph 
profits  after  World  War  II,  Western 
Union  was  willing  to  try  almost  any- 
thing, and  still  is,  to  offset  the  decline 
in  its  basic  business.  It  introduced  the 
CandyGram  and  DollyGram  to  help 
prop  up  its  telegraph  business,  and  for 
a  while  it  dreamed  of  competing  with 
AT&T  in  voice  communications.  But 
what  turned  out  to  be  its  most  sig- 
nificant advance  came  in  1958  when 
it  landed  the  contract  for  the  Depart- 
ment of  Defense's  AUTODIN  net- 
work, which  enables  almost  2,700 
nationwide  military  locations  to  trans- 
mit data  to  each  other.  Though 
AUTODIN  contributes  over  $30  mil- 
lion per  year  to  Western  Union  rev- 


enues, its  greatest  significance  is  that  it 
marked  Western  Union's  entry  into 
the  computerized  data-transmission 
business,  an  area  on  which  it  has  now 
staked  its  future. 

On  the  surface,  data  transmission  is 
a  good  business  to  be  in.  While  voice 
transmission  is  expected  to  double 
within  a  decade,  it  is  foreseen  that 
data  transmission  will  increase  100- 
fold.  Some  experts  now  estimate  that 
data  transmission  is  already  a  bigger 
business  than  voice. 

President  Russell  W.  McFall.  the 
46-year-old  General  Electric-  and 
Litton-trained  executive  who  joined 
the  company  as  a  vice  president  in 
1963,  correctly  saw  this  trend  devel- 
oping. McFall  set  about  making  West- 
ern Union  into  what  he  called  "a  na- 
tional information  utility."  The  idea 
was  that  Western  Union's  customers 
would  lease  Western  Union  terminals, 
which  would  be  hooked  by  Western 
Union  lines  into  a  few  centrally  lo- 
cated computers.  The  customer  would 
use  the  computer  to  process  data  in- 
stead of  using  his  own  computer  (time 
sharing),  and  the  system  would  be 
interconnected  in  such  a  way  that 
customers  could  transmit  data  to  each 
other. 

Not  Easy.  The  only  trouble  is  that  a 
data  communications  network  is  com- 


plex. A  telephone  network  consists  of 
three  simple  parts:  the  telephone,  the 
channel  over  which  the  signal  travels 
and  a  switching  center  that  connects 
the  two  channels  necessary  to  complete 
a  call.  But  there  is  nothing  simple 
about  a  data  communications  network. 
It  uses  a  variety  of  expensive  terminals 
instead  of  cheap,  standardized  tele- 
phones and  requires  a  complex  com- 
puter instead  of  a  simple  switching 
center.  Computers  are  essential  be- 
cause of  their  flexibility:  They  can 
store  messages  until  receiving  ter- 
minals are  free  to  accept  thcmi  they 
can  send  high-priority  messages  ahead 
of  low-priority;  they  can  route  a  single 
message  to  any  number  of  terminals; 
and  if  a  computer  is  damaged  it  can 
signal  another  one  to  take  over  its 
functions. 

The  result,  as  McFall  has  found 
out,  is  that  it  is  both  difficult  and  costly 
to  build  a  data  communications  net- 
work. "Four  years  ago  when  we 
started  this  there  were  technical  prob- 
lems that  we  simply  didn't  have  the 
answers  to,"  says  McFall.  "We  solved 
those  technical  problems.  We  have 
learned  a  lot  since  then." 

Even  so,  McFall  had  bitten  off  more 
than  Western  Union  could  chew.  To- 
day, though  he  denies  that  any  funda- 
mental change  has  taken  place,  Mc- 
Fall no  longer  talks  in  terms  of  a 
"national  information  utility."  "We've 
changed  the  expression,  but  we 
haven't  changed  the  goals,"  he  says. 
Yet  the  fact  remains  that  McFall 
has  scrapped  many  of  the  projects 
tied  closely  with  the  information 
utility  concept.  A  scheme  to  serve  as 
a  computerized  clearinghouse  for  job 
hunters  was  sold.  Activities  in  the 
Management  Information  Systems 
group,  which  tailor-made  computer 
data-transmission  systems  for  in- 
dividual customers,  were  cut  back, 
causing  several  key  men  to  quit.  Plans 
to  use  the  central  computers  for  the 
processing  of  data  (time  sharing)  have 
been  shelved. 

Remaining  Core.  What  is  left  of  the 
original  concept  is  still  its  most  im- 
portant element — the  idea  of  a  com- 
puterized network  for  the  transmission 
of  data.  But  this  idea  also  is  full  of 
danger.  As  McFall  puts  it:  "Now  that 
we  have  solved  the  technical  problems, 
what  we  face  are  the  economic  prob- 
lems— how  to  build  these  systems 
without  spending  so  much  money  that 
we  kill  ourselves  in  the  process."  In  the 
last  five  years  the  company  has  spent 
$564  million  on  its  program  of  mod- 
ernization and  expansion  and  may 
spend  as  much  as  $200  million  more 
in  the  next  two  years. 

Making  McFall's  problem  even 
tougher  is  that  he  cannot  afford  to 
spend  money  slowly.  If  he  were  com- 
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LIFE  INSURANCE  STOCKS 

Turnaround  in  the  making? 


Life  insurance  stocks,  once  the 
object  of  considerable  investor 
attention,  have  been  out  of 
favor  for  the  past  few  years. 
But  there  are  indications  that 
their  popularity  has  begun  to 
return,  and  of  late  the  group 
has  outperformed  the  market 
by  a  wide  margin.  In  our 
opinion,  all  signs  point  to  a 


turnaround,  and  our  March 
Monthly  Letter  tells  why  in 
some  detail.  Interest  rates,  pop- 
ulation growth,  new  products 
and  marketing  techniques,  and 
tax  status  appear  to  make  the 
group  attractive.  Our  Letter 
discusses  all  these  factors,  and 
recommendsthreestocksinpar- 
ticular .  It's  yours  for  the  asking. 


FM 


Successful  investors  know  Goodbody 


0 


GOODBODY  &  CO. 


ESTABLISHED  1891  55   BROAD  STREET,   NEW  YORK 

Members  New  York  Stock  Exchange  and  Leading  Stock  and  Commodity  Exchanges  •  Over  90  Offices  Throughout  the  Nation 


GROWTH  REPORT 

In  1967,  Latrobe  experienced  the 
second  best  year  in  its  history  with 
sales  of  $50,702,823  and  earnings  of 
$2.06  per  share,  even  though  a  mini- 
recession  occurred  in  the  company's 
metal  working  markets.  At  the  annual 
meeting  on  April  25  shareholders  will 
be  asked  to  approve  a  new  cumulative 
preferred  issue  of  300,000  shares.  They 
will  be  available  for  expansion  and  pos- 
sible acquisition  although  there  are  no 
plans  for  such  use.  The  Company's 
$18,500,000  expansion  program  is  on 
schedule,  and  the  new  rolling  mill  is 
expected  to  begin  production  late  this 
year. 


DIVIDEND  NO.  206 

The  Board  of  Directors  of  Latrobe  Steel 
Company  has  declared  a  regular  quar- 
terly dividend  of  15  cents  per  share  on 
the  common  stock,  payable  March  29, 
1968,  to  shareholders  of  record  at  the 
close  of  business  March  14,  1968. 


February  23,1968 


G.  E.  McDonald 
Secretary 
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peting  with  AT&T  alone,  he  could 
proceed  cautiously,  hoping  that  the 
Federal  Communications  Commission 
would  eventually  order  AT&T  to  sell 
at  least  part  of  its  data-transmission 
business.  But  the  biggest  chunk  of  any 
data-transmission  system  is  not  the  line 
but  the  terminals  and  the  computers. 
As^a  result,  Western  Union  increasing- 
ly finds  itself  competing  against  IBM, 
which  sells  both. 

Result.  This  puts  Western  Union  in 
the  unenviable  position  of  taking  on 
two  of  the  country's  most  powerful 
companies,  as  well  as  a  number  of 
other  computer  companies.  So  far, 
Western  Union's  earnings  show  that 
the  company  has  made  little  headway 
against  this  competition.  Since  McFall 
took  over,  earnings  per  share  have 
hovered  between  $2.25  and  $2.46. 
More  important,  while  the  data-trans- 
mission business  as  a  whole  during  this 
period  has  at  least  doubled.  Western 
Union's  revenues  have  only  increased 
13%,  from  $297  million  to  $337  mil- 
lion. The  market  is  there,  but  Western 
Union  is  not  getting  anything  near  its 
share. 

Western  Union's  main  hope  for  the 
future  lies  in  the  possibility  that  it  can 
successfully  merge  the  separate  data- 
transmission  systems  it  is  already  oper- 
ating into  a  single  network.  At  the 
moment  Western  Union  is  operating 
or  installing  such  major  independent 
systems  as  SICOM  for  the  securities 
industry,  ARS  for  federal  govern- 
mental agencies,  INFO-COM  for  high- 
volume  commercial  users,  Telex  for 
lower-volume  commercial  customers. 
as  well  as  AUTODIN  and  a  host  of 
smaller  individual  systems.  Merging 
many  of  these  would  enable  more  cus- 
tomers to  communicate  with  each 
other,  increasing  the  benefits  of  the 
system.  Just  as  important,  a  merged 
system  would  more  efficiently  utilize 
the  computers  and  lines  that  tie  it  to- 
gether. This  is  exactly  what  exists  in 
AT&T's  telephone  system  today  and  is 
what  makes  it  so  efficient. 

McFall  recognizes  that  this  must  be 
done.  "We  want  to  integrate  our  sys- 
tems," he  says.  "We  can  then  offer  the 
economies  with  a  shared  system  that  a 
user  can't  get  with  a  private  system." 

Yet  it  took  the  Bell  System  decades 
and  billions  of  dollars  to  build  a  na- 
tional voice  communications  network. 
McFall's  dream  is  that  Western  Union, 
with  its  far  more  limited  financial  re- 
sources, can  build  a  comparable  sys- 
tem in  a  fraction  of  the  time  in  the 
far  more  complex  area  of  data  trans- 
mission, and  do  so  with  AT&T  and 
IBM  battling  it  every  step  of  the  way. 

The  dream  gets  to  look  more  insub- 
stantial every  day. 

But  then  it  is  the  only  dream  that 
Western  Union  has.  ■ 
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A  registration  statement  relating  to  these  securities  has  been  filed  with  the  Securities  and  Exchange  Commission 

but  has  not  yet  become  effective.  These  securities  m.ay  not  be  sold  nor  m.ay  offers  to  buy  be  accepted  prior 

to  the  tirne  the  registration  statement  becomes  effective.  This  advertisem,ent  shall  not  constitute  an 

offer  to  sell  or  the  solicitation  of  an  offer  to  buy  nor  shall  there  be  any  sale  of  these  securities 

in  any  State  in  which  such  offer,  solicitation  or  sale  would  be  unlawful  prior  to  registration 

or  qualification  under  the  securities  laws  of  any  such  State. 


PROPOSED  NEW  ISSUE 


March,  1968 


3,500,000  Shares 

Omega  Fund,  Inc. 

Common  Stock 


Endowment  Management  &  Research  Corporation 
Investment  Advisor 


rhe  Fund  will  operate  as  a  fully-managed,  diversified,  open-end  investment  com- 
pany seeking  capital  appreciation  to  the  extent  possil)!c  without  unreasonable 
risk.  The  Fund  will  accept  for  redemption  at  net  asset  value  any  shares  tendered 


Offering  Price  $10  per  share 

(In  single  transactions  involving  2,500  shares 
or  more,  the  pubMc  offering  price  is  reduced.) 


A  copy  of  the  Freliininary  Prospectus  7nay  be  obtained  from 
an  investment  dealer  in  your  own  com^munity  or  from. 


The  First  Boston  Corporation 


Investment 
Securities 


NEW  YORK  BOSTON  CHICAGO  CLEVELAND 

LONDON       PHILADELPHIA       PITTSBURGH       SAN  FRANCISCO 
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The  21st  century  is  here. 
32  years  ahead  of  time. 

General  Electric  has  much  of  the  technology  needed 
to  build  the  dream  city  of  tomorrow  today 

At  Disneyland,  in  the  General  Electric  ''Carousel  of  Progress/'  is  a  huge  model  of  a  city. 

Over  4  million  people  have  marveled  at  it  since  last  June. 

It's  a  city  of  soaring  spires.  Automated  highways. 

Easy-to-run  homes.  Open  green  spaces.  And  clean  air. 

Power  comes  from  a  smoke-free  nuclear  plant.  High-speed  electric  commuter  trains  are 

run  by  computer.  Recreation  areas  are  flooded  with  "daylighting"  into  the  night. 

The  city  core  is  completely  enclosed,  and  has  a  constant  enjoyable  climate. 

It's  a  total-electric  city. 

But  as  futuristic  as  it  sounds,  it  could  be  built  today. 

Many  of  its  technological  advances  are  available  today  from  General  Electric. 

Many  are  even  being  applied  separately  in  various  parts  of  the  country.  Bringing  them 

all  together  provides  a  fresh  approach  to  solving  present  urban  problems. 

Turning  a  dream  into  reality  —  especially  a  dream  city  —  is  no  small  task. 

But  General  Electric  technology  can  help  make  it  real . . .  can  help  moke  progress. 


Progress  is  our  most  important  product 

GENERAL^ELECTRIC 
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Because  over  the  years  Savings  and  Loans 
have  paid  higher  returns  on  savings 
than  any  other  type  of  financial  institution. 

Let  your  savings  earn  where  the 
earnings  are  best— in  your  nearby 
Savings  and  Loan  Association. 


LYi  ira  gslHigfltTiU^H  W 


Savings  and  Loan  Associatio 

Members  Federal  Savings  and  Loan  Insurance  Corporation 

.  S1968.  TAe  SavjnKancLLpanJoundation^Inc,.  nil  "E"  street,  N.W..  Washmgton^D_ 


The  Funds 


ONE  MAN'S  POISON 

tST  A  YE\R  .\GO  the  hottest  things  in 
tie  fund  business  were  the  "dual" 
unds — investment  companies  with 
*o  kinds  of  shares:  income  shares, 
.hich  get  all  the  income  from  the 
jnd's  assets:  and  capital  shares,  which 
et  all  the  capital  gains.  After  a  year 
f  operation,  how  are  the  dual  funds 
oing? 

That  depends  partly  on  the  fund 
nd  even  more  on  whether  you  are 
liking  about  performance  in  the 
larket  or  on  the  market.  In  manag- 
ig  their  portfolios  in  the  market,  two 
f  the  seven  dual  funds  have  had  a 
ipitai  share  appreciation  of  around 
0%,  three  have  had  moderate  (5%- 
0%  )  losses  and  two  are  about  even 
see  table).  Since  last  Mar.  30,  when 
jost  dual  funds  began  investing,  the 
vo  best  performers  have  outgained 
ich  big  mutual  funds  as  Fidelity 
rend  (up  6.1%),  Fidelity  Capital 
jp  4.5%),  Putnam  Growth  (up 
5%).  Manhattan  (up  6.3%)  and 
ireyfus  (down  0.1  %  ).  Over  this  same 
?riod,  the  Dow-Jones  industrial  aver- 
se slipped  2.3%,  the  Standard  & 
oor's  500  average  held  about  even. 

So  What?  But  this  respectable  show- 
ig  is  not  reflected  in  the  stock  prices 

the  dual  funds  on  the  market.  Six 
'.  the  funds'  capital  shares  and  two 
icome  shares  are  selling  below  net 
set  value.  Why?  Most  fund  managers 
te  the  newness  of  the  dual  funds. 
Essentially,  the  discounts  are  due  to  a 
ck  of  understanding  of  a  new  con- 
:pt  by  both  brokers  and  the  invest- 
ig  public,"  says  John  P.  Chase,  chair- 
lan  of  Income  &  Capital  Shares. 
Dual  funds  will  be  "discovered,"  but 
e  will  probably  have  to  wait  for  a 
;riod  of  favorable  market  conditions 
hen  the  leveraije  factor  has  had  an 


Putnam     of    Putnam     Duofund 

opportunity  to  demonstrate  what  it 
can  do."  Adds  William  Boyle,  man- 
ager of  the  Hemisphere  Fund:  "The 
dual  funds  are  new  and  unseasoned. 
People  want  to  watch  and  see  how 
they   operate." 

It  is  true  that  the  dual  funds  are 
different.  The  idea  behind  a  dual  fund 
is,  of  course,  leverage.  The  fund  is  a 
closed-end  investment  company  whose 
capitalization  is  split  50-50  between 
income  and  capital  shareholders  so 
that  each  has  twice  as  much  money 
working  for  him  as  he  invested.  The 
income  shareholders  receive  all  the 
dividends  (they're  guaranteed  a  mini- 
mum rate),  and  the  capital  share- 
holders receive  all  the  capital  gains. 

When  the  funds  mature  (in  12  to 
18    years),    the    income    shareholders 


Bogle   of  Gemini 

receive  any  unpaid  dividends  and  can 
cash  in  their  shares  at  redemption 
value  (usually  initial  net  asset  value); 
the  capital  shareholders  get  every- 
thing that's  left  over.  And  if  the  capi- 
tal shareholders  vote  to  continue  the 
fund  as  a  mutual  fund,  both  income 
and  capital  shareholders  may  ex- 
change their  shares  for  new  mutual 
fund  shares.  Naturally,  the  assump- 
tion is  that  the  funds  will  grow  fast 
enough  not  only  to  pay  off  the  in- 
come shareholders  (who  must  be 
paid  first)  but  to  realize  a  handsome 
gain  for  the  capital  shareholders. 

One-Shot  Sale.  But  the  oddness  of 

the  dual  funds  is  not  really  the  major 

reason  for  their  discounts.  The  most 

important   factor   is  that  these   funds 

(Continued  on  page   104) 


THE 

DUAL  FUNDS  AT 

A  GLANCE 

^ — Income  Sha-es — ^ 

/- 

N 

Fund  and 
Capitalization  (millions) 

Date 
Offered 
in  1967 

Call 
Date 

Initial  Net 
Asset  Value 

Recent  Net 
Asset  Value 

Change 

Recent 

Market 

Price 

Discount  or 
Premium 

Recent 

Market 

Price 

Minimum 
Cumulative 
Yield* 

Gemini  ($36.3) 

3/22 

12/31/84 

$11.00 

$13.16 

4-19.6% 

111/2 

-12.6% 

111/2 

4.7% 

Income  &  Capital  Shares  ($27.6) 

3/22 

3/31/82 

9.15 

11.24 

4-22.8 

93/8 

-16.6 

93/8 

5.0 

Leverage  Fund  of  Boston  ($55) 

3/22 

1/4/82 

13.725 

12.56 

-  8.5 

10 1/2 

-16.4 

13% 

5.0 

American  DualVest  ($43.1) 

3/22 

6/29/79 

13.80 

13.84 

4-  0.3 

111/2 

-16.9 

13 

5.6 

Scudder  Duo-Vest  ($100.7) 

3/22 

4/1/82 

9.15 

8.66 

-  5.4 

7% 

-  9.1 

93/8 

6.4 

Hemisphere  ($32.1) 

6/22 

6/30/85 

11.44 

11.35 

-  0.8 

10 

-11.9 

115/8 

5.0 

Putnam  Duofund  ($30.1) 

6/29 

2/3/83 

i     9.12  (cap) 
(   18.24  (inc) 

8.57 

-  6.0 

85/8 

+  0.6 

191/4 

6.3 

'Figured  on  maximum  offering  price. 
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Faces  Behind  the  Figures 


Dr.    Gorald    Bell 

He  Practices   What  He 
Preaches 

Yoii  rK)N'i  riAvi'.  u>  he  a  married 
man  lo  be  successful  in  hiisincss, 
lint  it  helps.  So  says  Dr.  (ierald 
I).  Hell,  who  prospers  giving  busi- 
nessmen advice  on  their  private 
lives.  Or.  Hell  believes  a  man's  man- 
agerial ellecliveness  rises  and  falls 
with  his  success  in  family  rclation- 
shi|)s.  A  bachelor  thus  has  a  lew 
stf  ikes  agair)sl  him. 

Jerry  Hell  is  an  associate  profes- 
sor al  ihc  University  of  North  C'ar- 
ohna  Hiisiness  .School  in  C  hapel  Mill 
with  a  specially  in  social  psychol- 
ogy, lie  got  his  H.A.  from  the  Uni- 
versity ol  Colorado  and  a  I'h.l). 
(industrial  sociology)  at  Yale. 

Although  he  has  just  turned  30, 
Hell  IS  well  qualified  to  give  this 
kind  of  advice  lo  businessmen.  He  is 
the  lather  of  two  children  and  quite 
successful  for  so  young  a  man,  mak- 
ing upward  of  $.3.5,(){)()  a  year  from 
leaching  and  consulting. 

Hell  says,  "Ihroughoul  the 
seminars  that  I  conduct  I  use  the 
family  as  an  example  of  group  re- 
lationships. An  executive  is  accus- 
tomed lo  his  children  frelling  and 
niisuiKlcrslaiuling  his  intentions  as 
u  falher.  Yet  he  doesn't  expect 
such  reaction  from  subordinates.  He 
forgets  they  have  feelings." 

When  an  employee  gets  out  of 
line,  the  manager  can  fire  him,  but, 
for  example,  if  a  son  becomes  a  hip- 
pie, Ihe  father  is  often  bafllcd.  In 
both  cases.  Hell  says,  Ihe  execiilivc- 

Professor    Be// 


falher  needs  lo  practice  tolerance. 

"Usually,  consulting  jobs  start 
with  an  executive  calling  on  me 
about  a  company  problem.  Soon  he 
starts  talking  about  a  family  prob- 
lem," Hell  explains.  "I  analyze  his 
management  style  with  his  own 
children." 

Ihis  summer  Hell  will  conduct 
two  unusual  seminars.  One  will  be 
a  five-day  meeting  with  teen-age 
children  of  15  executives  he  has 
met  as  a  consultant;  on  the  fifth  day 
parents  and  children  will  meet  to- 
gether to  discuss  family  relation- 
ships. Hell's  second  seminar  will  be 
with  100  wives  of  a  retail  firm's  ex- 
ecutives. His  key  points  will  be 
realizing  the  need  for  I )  open  con- 
frontation of  problems;  2)  achieve- 
ment; ^)  power;  4)  affiliation. 

lor  these  seminars  Hell's  fee  is 
$200  and  up  per  day,  plus  expenses. 
As  a  consequence,  he  is  building  a 
fine  new  home  for  his  family.  He 
is  now  also  in  real  estate,  building 
apartment  houses  in  Chapel   Hill. 

In  fact.  Hell  is  a  living  example 
of  why  bright  young  college  grad- 
uates shun  corporate  life:  They  can 
often  do  better  outside  of  it.  On  get- 
ting his  Ph. I).,  Hell  turned  down  a 
good  job  with  the  big  consulting 
firm  of  Booz,  Allen  &  Hamilton. 
"Working  with  Booz,  Allen  would 
have  been  very  stimulating,  but  I 
can  make  as  much  money  this  way 
and  still  have  Ihe  satisfaction  of 
teaching.  And  I  can  live  where  I 
choose,  not  where  someone  else 
tells  me  to,"  he  cxplain.s.  ■ 


James  O.  Wright 
Out  but  Not  Down 

Tup.  famed  Whiz  Kids  have  been 
taking  their  lumps  lately.  Senior 
Whiz  Kid  Robert  McNamara  left 
one  of  Ihe  most  powerful  jobs  in 
Washington  lo  lake  on  Ihe  presi- 
dency of  Ihe  World  Hank.  Arjay 
Miller  moved  upstairs  from  Ihe  pres- 
idency ol  I  Old  Motor  Co.  lo  Ihe  vice 
chairmanship.  In  California,  Charles 
Thornton  sullered  a  comedown 
when  l.itton  Industries  reported  its 
first  t|uarter-to-quartcr  earnings  de- 
cline since  il  was  founded  in  1953. 
La.st  month  a  setback  was  sus- 
tained by  another  of  Ihe  famed 
Worlil  War  II  group  of  Air  I'orcc 
olliccrs  that  revitalized  Ford  Motor 
and  then  moved  out  to  the  l\>ur  cor- 
ners of  the  business  worUI.   James 


t 
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Businessman   Wright 

O.  Wright  quit,  with  some  bitter- 
ness, as  president  and  chief  execu- 
tive officer  of  Detroit's  Federal- 
Mogul  C;orp. 

"I  told  Ihe  board  of  directors  I 
wanted  to  build  Federal-Mogul 
into  a  broadly  based  company, 
generally  related  to  the  automotive 
industry,"  says  Wright.  "I  did  man- 
age to  make  a  few  modest  acquisi- 
tions, but  whenever  I  headed  for 
something  big,  the   board   balked." 

Wright  claims  that  while  he  had 
the  chief  executive  officer  title,  the 
board  kept  the  crucial  power. 
Heading  the  board  was  Chairman 
Cjuy  S.  Peppiatt,  who  had  been 
president  between  1950  and  1963 
and  who  resumed  the  chief  exec- 
utive officer's  title  when  Wright 
left.  Also  on  the  board  were  sev- 
eral other  retired  executives  who 
tended  lo  side  against  Wright. 

"They  are  very  conservative 
people,"  says  Wright.  "It  even  took 
time  lo  convince  them  to  go  into 
debt  in  1965." 

The  conflict  between  Wright  and 
his  board  came  to  a  head  in  1967 
when  Ihe  board  voted  to  sell  Fed- 
eral lo  Hendix  Corp..  which  would 
probably  have  made  Wright  a  divi- 
sion head  if  the  merger  had  gone 
through.  That  was  bitter  medicine 
for  Wright,  who  says  he  left  Ford 
"because  I  didn't  want  to  just  wait 
for  a  chance  at  the  lop  job." 

Worried  about  possible  antitrust 
complications,  the  board  reversed 
itself  on  Ihe  Hendix  merger  by  one 
vote.  Hut  Wright's  clash  with  the 
old  guard  left  him  isolated.  At  55 
Wright  says  that  he's  now  hap- 
py lo  be  free  lo  enjoy  some  of  the 
money  he  made  from  stock  options 
in  his  17  years  with  Ford.  Says 
he,  "I  don't  want  to  be  like  many 
businessiDcn       who      work      until 
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they're  old  and  have  no  time  left 
to  live.  I  have  many  friends,  love 
to  travel  with  my  wife  and  have 
many  things  that  I'd  like  to  do.  I 
might  go  into  consulting  again." 

Meanwhile.  66-year-old  Federal- 
Mogul  Chairman  Peppiatt  has  re- 
fused to  answer  Wright's  charges 
that  he  was  hamstrung  by  a  con- 
servative old  guard.  Peppiatt  mere- 
ly says  he  has  no  immediate  plans 
for  selling  Federal  and  is  consider- 
ing further  acquisitions.  ■ 


Frank    Pace    Jr. 
Back   in   the   Limelight 

Not  much  ha.s  been  heard  about 
Frank  Pace  Jr.  in  the  six  years 
since  he  was  ousted  as  Sl50,0()0-a- 
year  chairman  of  General  Dynam- 
ics Corp.  That  was  after  the  big 
aerospace  company  almost  went 
bankrupt  with  its  financially  disas- 
trous Convair  jets.  But  the  well- 
heeled  Pace  was  not  ready  for  re- 
tirement. He  got  the  $50,000-a-year 
post  running  the  International  Ex- 
ecutive Service  Corp.,  an  agency  as- 
sisted by  the  Agency  for  Interna- 
tional Development  (AID).  Pace  is 
drawing  only  $31,000  in  salary  as 
his  contribution  to  the  cause.  As 
head  of  the  "paunch  corps,"  he  has 
recruited  some  4,000  retired  cor- 
porate executives  in  almost  four 
years,  and  sent  over  4(M)  of  them  off 
(at  no  salary  but  with  all  expenses 
paid)  to  give  business  advice  in  the 
less-developed   countries. 

But  Pace,  a  vigorous  55,  yearned 
for  more  action.  Last  month  he 
got  it:  He  was  appointed  by  Presi- 
dent Johnson,  subject  to  Senate 
confirmation,  chairman  of  the  Cor- 
poration   for   Public    Broadcasting. 

Poce  of  the  CPB 
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This  corporation  has  the  lofty  as- 
signment of  trying  to  transform  the 
growing  but  still  rather  weak  net- 
work of  educational-TV  stations 
into  a  vigorous  force  for  national 
improvement.  The  corporation  has 
no  definite  powers  but  is  expected 
to  set  standards  and  to  channel  both 
Federal  and  foundation  money  into 
raising  educational  TV  levels. 

Pace,  a  Harvard-trained  lawyer 
and  one-time  (1939)  winner  of  the 
Arkansas  Invitational  Golf  Cham- 
pionship, is  very  much  at  home 
both  in  New  York  and  in  Washing- 
ton. During  the  Truman  Adminis- 
tration he  rose  from  special  assis- 
tant in  the  Attorney  General's  office 
to  Secretary  of  the  Army.  From 
there  he  went  to  General  Dynamics. 
Ex-President  Eisenhower  picked 
Pace  to  be  vice  chairman  of  the 
Commission  on  National  Goals. 
President  Kennedy  liked  Pace  too, 
and  made  him  a  member  of  his 
Foreign  Intelligence  Advisory 
Board,  watchdog  over  the  country's 
intelligence  agencies.  Among  his 
close  friends  is  new  Secretary  of 
Defense  Clark  Clifford,  who  ap- 
parently helped  him  clinch  the  pub- 
lic broadcasting  job. 

When  pressed  for  his  ideas  on 
broadcasting,  Pace  candidly  ad- 
mitted he's  in  a  new  field.  "Some 
people  would  like  to  sec  some  ex- 
plosive, spectacular  thing  done," 
he  said.  "My  only  answer  is  that 
this  is  too  important  to  rush  into 
anything."  His  new  job  is  a  deli- 
cate one:  He  will  have  to  satisfy 
the  egghead  critics  of  commercial 
TV  and  at  the  same  time  avoid  in- 
curring the  wrath  of  the  politically 
powerful  broadcasting  interests.   ■ 


Clayton  L.  Rautbord 
Next  Year,  Paris? 

Bron/.f.o  Clayton  L.  Rautbord.  40, 
is  president  of  Evanston,  Ill.'s 
American  Photocopy  Equipment 
and  the  son  of  its  founder.  A 
sportsman,  he's  inclined,  when 
Apeco's  problems  grow  vexing,  to 
jump  into  his  jet  and  work  off  his 
frustrations  playing  golf  with  Ar- 
nold Palmer  or  skiing  on  the 
wooded  slopes  of  Michigan.  Re- 
cently Rautbord  has  had  a  good 
many  frustrations  to  work  off. 

Apeco  pioneered  the  wet  copy- 
ing technique  in  the  Fifties.  The 
company  had  barely  begun  to  reap 
the  potential  of  its  position  when 
Xerox  hit  the  market  in  1960  with 
its  fabulously  successful  dry  copier; 
Apeco's   once-steady  growth   came 


Rautbord  of  American   Photocopy 

to  an  abrupt  halt.  Fiscal  1966  sales 
were  still  lower  than  they  had  been 
in  1961,  while  the  company  lost  25 
cents  a  share. 

However,  in  1961  Apeco 
brought  out  a  dry  copier  of  its 
own  based  on  Xerox  patents.  Last 
year,  as  Apeco's  new  dry  copier 
finally  began  to  establish  itself  in 
the  market,  the  company  moved 
.$1.2  million  (15  cents  a  share) 
into  the  black,  and  this  year,  as 
Rautbord  sees  it,  Apeco  will  final- 
ly have  turned  the  corner.  In  fiscal 
1968's  first  quarter  (through  Febru- 
ary) earnings  exceeded  the  first 
nine  months  of  1967.  Rautbord 
predicts  that  earnings  for  the  full 
year  will  be  double  those  of  1967; 
then  he  adds,  "We're  ahead  of  that 
schedule." 

But  Apeco  still  has  problems.  Be- 
cause the  potential  is  so  great,  so  is 
the  competition.  Xerox,  after  all, 
still  offers  the  only  copier  that  re- 
produces without  special  paper. 
SCM,  another  important  photo- 
copy company,  has  a  far  larger 
marketing  organization  and  vastly 
greater  resources. 

Recognizing  as  much,  Rautbord 
last  month  announced  that  Apeco 
was  entering  the  video  recorder 
business  and  dickering  to  acquire 
Magnum  Marine,  a  .$l-million-a- 
year  boatmaker.  "All  companies 
are  diversifying  these  days,"  says 
Rautbord.  "Why  shouldn't  we?" 

Rautbord  is  constantly  springing 
surprises.  Two  years  ago  Apeco 
held  its  annual  sales  meeting  in 
Paris,  but  last  year  settled  for  down- 
town Chicago.  This  year  the  com- 
pany is  holding  the  meeting  in  Las 
Vegas,  and  Rautbord  talks  of  re- 
turning to  Paris  next  year.  "Why 
not?"  he  says.  "We'll  be  able  to 
afford  it."  ■ 
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Elmer  L.  Ward  Sr. 
Nepotist— and  Glad  of  It 

A  FAMILIAR  CHARACTER  in  today's 
acquisition-happy  business  world  is 
the  entrepreneur  who  spends  a  life- 
time building  a  business  firm  and 
then,  despairing  of  his  sons  carry- 
ing on,  sells  out.  Then  he  watches 
horrified  as  his  creation  is  mangled 
for  larger  corporate  ends.  This  isn't 
happening,  however,  to  Elmer  L. 
Ward,  age  70. 

In  1955  Ward  sold  Goodall  San- 
ford,  a  New  England-based  manu- 
facturer of  lightweight  textiles,  of 
which  he  was  president  and  princi- 
pal stockholder.  However,  the  buy- 
er. Burlington  Industries,  sold  back 
to  Ward  a  major  Goodall  Sanford 
subsidiary.  Palm  Beach  Co.,  a  fa- 
mous maker  of  summer  suits.  This 
was  in  accordance  with  a  long- 
standing policy  of  not  comp3ting 
with  customers.  So,  instead  of  retir- 
ing at  age  57  to  play  golf — he  was 
once  a  New  England  amateur  cham- 
pion— -Ward  was  back  in  business. 

However,  the  old  standard  white 
and  egg  shell  Palm  Beach  suits  were 
losing  favor  among  customers. 
Ward  saw  a  way  out:  Now  freed 
from  any  obligation  to  buy  only 
Goodall  Sanford  cloth,  he  began 
making  summer  weights  from  syn- 
thetic fibers.  At  first,  retailers  were 
wary  of  the  new  materials. 

Then  the  new  materials  began 
catching  on,  but  there  was  an- 
other problem:  With  summer  fash- 
ions harder  to  predict,  Ward  could 
no  longer  grind  out  suits  on  a  year- 
round  basis;  he  had  to  concentrate 
production  in  the  few  months  be- 
fore the  season.  "You  make  your 
money  in  the  shop,"  Ward  explains. 
"Let  it  stand  idle,  it'll  eat  you  up." 

Ward    of    Palm    Beach 


To  fill  the  slack,  in  1959  Ward  ven- 
tured into  winter  men's  wear. 

Ward's  move  is  finally  paying  oft. 
Between  1965  and  1967  Palm 
Beach  sales  jumped  42%  to  $37 
million,  35%  of  it  in. fall-  and  win- 
ter-weight suits,  and  earnings 
climbed  70.9%    to   $2.53   a  share. 

What  really  makes  Ward  happy 
is  that  the  one-time  subsidiary  has 
grown  into  a  successful,  family-run 
but  publicly  held  corporation. 
"That's  what  makes  it  gratifying," 
says  Ward.  He  has  installed  his 
sons  in  the  firm:  Elmer  is  president, 
Lawrence  as  executive  vice  presi- 
dent of  production,  Robert  as  ex- 
ecutive vice  president  of  sales  and 
merchandising,  and  William  as  vice 
president  of  the  formal-wear  divi- 
sion. ■ 


G.  Findley  Griffiths 
Do  It  Again 

There's  an  old  saying  that  people 
who  are  happily  married  once  are 
likely  to  be  happily  married  again. 
Roughly  speaking,  that's  the  situa- 
tion that  G.  Findley  Griffiths,  62, 
chairman  of  Chicago's  Interlake 
Steel  Corp.,  finds  himself  in  these 
days.  As  president  of  Acme  Steel, 
Griffiths,  a  one-time  salesman  who 
came  to  the  company  from  ailing 
Sharon  Steel  in  1950,  conceived  and 
carried  out  the  1964  merger  with 
Interlake  Iron  that  created  Interlake 
Steel — in  a  merger,  as  Griffiths  sees 
it,  that  was  strictly  made  in  heaven. 

Acme's  steel  mills  and  fabricating 
plants  merged  with  Interlake's  pig 
iron,  coal  and  ore,  to  form  the 
U.S.'  13th  largest  fully  integrated 
steel  producer.  In  less  than  a  year 
the  merger  began  to  pay  off.  Inter- 
lake's operating  profit  margins 
widened  from  11.2%  to  14.8%  in 
just  two  years,  while  per-share 
earnings  rose  from  $2.80  to  $3.68. 
Even  last  year,  when  steel  earn- 
ings in  general  fell  sharply,  Inter- 
lake's dipped  only  14%.  vs.  19% 
for  Armco  and  20%  for  Inland. 

Emboldened  by  the  success  of 
the  Acme-Interlake  merger.  Grif- 
fiths went  looking  for  a  bigger  and 
better  merger,  and  last  fall  leaped  at 
the  opportunity  to  merge  Interlake. 
Pittsburgh  Steel,  and  Wheeling  to 
form  the  industry's  9th  largest  pro- 
ducer. That  deal  fell  through,  but 
for  Interlake  at  least,  Griffiths 
points  out.  such  a  merger  would 
have  been  an  opportunity  rather 
than    a    necessity.    Though    as    a 


GrifTiths    of   Interlake   Steel 

medium-sized  producer  Interlake 
might  seem  inordinately  vulnerable 
to  the  advance  of  the  industry's 
giants  into  the  Chicago  market, 
Griffiths  insists  it  simply  isn't  so. 
"We're  in  a  different  business  than 
the  big  companies,"  he  says.  Inter- 
lake has  integrated  further  forward 
into  end  products:  the  Howell  tubu- 
lar furniture  and  steel  strapping  di- 
visions provided  28%  of  last  year's 
revenues.  And  even  in  its  basic  steel 
business  (37%  of  revenues),  Inter- 
lake specializes  in  producing  steel 
strip  in  narrow  widths  with  a  mill 
edge  (an  important  characteristic 
for  some  uses  that  can't  be  achieved 
on  the  big  companies"  huge  mills). 

Still,  Interlake  last  month  asked 
stockholders  to  authorize  1  million 
shares  of  preferred  to  be  issued  at 
management's  discretion  to  be  used 
for  diversification.  "We  wouldn't 
mind  moving  further  into  end  prod- 
ducts."  Griffiths  says.  Is  Interlake 
planning  to  diversify  outside  the 
steel  industry  as  Bethlehem  is  with 
the  acquisition  of  Cerro  Corp.?  "I 
don't  think  that  was  so  far  out,"  he 
says.  "They're  still  in  mining,  smelt- 
ing, and  processing." 

Clearly,  if  the  opportunity  arises, 
Griffiths  is  primed  to  do  it  again.  ■ 


Roger   P.   Sonnabend 
The  Cream  of  the  Masses 

When  the  late  Abraham  Sonna- 
bend died  of  a  heart  attack  four 
years  ago,  his  power  base.  Hotel 
Corp.  of  America  (operator  of 
New  York's  famed  Plaza  Hotel 
and  29  others),  was  sick.  HCA  had 
barely  broken  even  or  lost  money 
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for  five  years,  and  it  hadn't  paid  a 
dividend  since  1931. 

Abe  Sonnabend  had  been  a  cor- 
porate empire  builder.  His  sons 
preferred  to  be  operating  business- 
men. They  liquidated  all  of  his 
estate  save  its  interest  in  HCA 
(they  are  still  trying  to  disengage 
from  the  Premier  Corp.  of  Amer- 
ica) and  set  about  nursing  40'^c- 
owned  HCA  back  to  health  Indeed, 
ihey  had  already  begun  to  make 
HCA  into  a  ditferent  kind  of  hotel 
operation. 

Roger  Sonnabend,  oldest  of  the 
sons  and  HCA's  president  and 
chief  executive,  set  the  basic  strat- 
egy in  the  late  1950s.  For  gen- 
erations, the  mainstays  of  the  U.S. 
hotel  industry  were  the  business 
traveler  and  conventions.  But  HCA 
decided  that  progress,  in  the  form 
of  jet  planes  and  the  communica- 
tions revolution,  was  inexorably 
diminishing  the  length  and  number 
of  businessmen's  trips.  But  in- 
creased leisure  and  disposable  in- 
come was  stimulating  the  growth 
of  pleasure  and  vacation  traveling. 
Therefore,  HCA  began  selling  its 
commercial  hotels  and  moving 
"where  we  felt  the  future  lay  .  .  . 
into  motels  and  fine  first-class  and 
deluxe  hotels  here  and  overseas." 

The  theory  may  have  been  right, 
but  its  execution  brought  set-backs. 
In  motels,  for  example,  HCA 
launched  its  Charter  House  mo- 
tel operation  in  the  Northeast.  Says 
Sonnabend,  "We  just  didn't  get 
started  well,  big,  or  soon  enough, 
and  we  were  in  the  wrong  part  of 
the  country.  Construction  and  oper- 
ating costs  were  higher  and  there 
was  more  competition  with  the  city 
hotels.  No  successful  motel  chain 

Sonnabend  of  Hotel  Corp. 


started  in  the  Northeast,  and  we 
are  going  to  get  out." 

HCA  did  better  with  hotels. 
When  HCA  took  over  The  Plaza  it 
was  losing  almost  $1  million  a  year 
and  getting  pretty  seedy.  HCA  spent 
$9  million  restoring  its  original  ele- 
gance, and  last  year  The  Plaza  alone 
contributed  $1.4  million  (pre-tax) 
to  earnings  and  $21  million  to  rev- 
enues. HCA  invested  $25  million 
building,  acquiring  or  renovating  15 
deluxe  hotels  in  the  U.S.  and  Eu- 
rope intended  to  draw,  says  Sonna- 
bend, "the  cream  of  the  masses  .  .  . 
real  fun  hotels  and  resorts  that  can 
serve  honeymooners,  the  family 
and  the  jet  set  as  well  as  the  com- 
pany president." 

Sonnabend's  work  is  starting  to 
pay  off.  "In  the  early  1960s  we 
were  opening  seven  or  eight  units 
a  year  but  only  two  or  three  made 
money,"  he  says.  "Now  we  are 
opening  two  or  three  a  year  but  28 
make  money."  Since  HCA's  all-time 
low  in  1961,  when  the  company  lost 
56  cents  a  share,  earnings  were  up 
last  year  to  a  high  of  over  60  cents 
a  share,  50%  more  than  1966.  Says 
Sonnabend,  "I  expect  profits  to  in- 
crease by  at  least  20%  or  30%  a  year 
for  the  next  four  or  five  years;  then 
we  should  really  start  moving."   ■ 


J.  Douglas  Colman 
Stay  Out  of  the  Hospital 

People  who  have  written  umpteen 
times  to  get  reimbursement  for 
hospital  expenditures  don't  like 
him.  Hospitals  and  doctors  who 
have,  felt  his  cost-cutting  reim- 
bursement knife  despise  him.  One 
group  is  suing  him,  personally,  for 
$15  million.  Others  took  him  to 
court  22  times  last  year. 

Who  is  this  distinctively  disliked 
person?  He's  J.  Douglas  Colman, 
president  of  Associated  Hospital 
Service  of  New  York  (Blue 
Cross).  The  New  York  organiza- 
tion is  Blue  Cross'  biggest,  with  7.6 
million  subscribers  out  of  a  na- 
tional total  of  65  million.  Because 
Blue  Cross  is  supposed  to  reim- 
burse subscribers  for  the  bulk  of 
the  hospital  expenses  and  reim- 
burse the  hospitals  and  some  doc- 
tors for  their  bills  and  fees,  it  gets 
caught  smack  in  the  middle  of  one 
of  the  biggest  messes  in  U.S.  his- 
tory— the  current  crisis  of  soaring 
medical  costs  (see  p.  24). 

Until  recently.  Blue  Cross  has 
gone  along  with  the  system  of  pay- 


Co/man  oi  Blue  Cross 

ing  hospitals  on  a  cost-plus  basis, 
and  hospital  doctors  on  a  fee-for- 
service  basis,  simply  because  it 
had  to.  That  was  the  system.  Then 
Medicare  and  Medicaid  suddenly 
gave  a  segment  of  the  population 
billions  to  spend  on  an  already 
tight  supply  of  hospital  care.  The 
result:   Prices  went  up — fast. 

According  to  Colman,  Blue 
Cross  is  thinking  of  working  more 
with  prepaid  medical  plans  like  the 
Kaiser  Health  Plan  on  the  West 
Coast.  "These  plans  are  coming 
along,  and  we're  watching  them 
closely.  The  most  unique  thing 
about  the  Kaiser-type  plan  is  that 
it  is  entirely  controlled.  You  know 
just  what  your  costs  will  be." 

Blue  Cro.ss  in  New  York,  says 
Colman,  is  going  to  push  the  pre- 
paid idea  one  step  further  by  of- 
fering prepaid  prescription  drugs. 
"It  will  be  based  on  credit  cards, 
computerized  systems  and  printers 
in  the  pharmacies,"  he  says. 

Blue  Cross  and  all  medical 
insurance  companies  are  hard 
pressed  to  find  ways  to  keep  costs 
down.  Colman  paints  the  predica- 
ment this  way:  "Health  insurance 
is  not  like  fire  or  life  insurance 
.  .  .  You  take  in  dollars  for  a  risk 
— payment  of  medical  costs.  But 
these  change  every  day  almost  as 
you  look  at  them  ...  In  the  medi- 
cal field  you  find  a  limited  supply 
of  facilities  and  manpower  and  an 
almost  indeterminate  demand." 

How  to  avoid  spiraling  hospital 
costs?  Colman  says  try  to  keep 
people  out  of  the  hospital:  "There 
is  no  conclusive  scientific  evidence 
that  some  of  the  care  now  given  in 
hospitals  actually  improves  the  pa- 
tient's health  and  welfare."  ■ 
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Only  one  edition  of  the  Stock  Record  is 
published  each  year  and  the  supply  is  lim- 
ited. So  whether  you  buy  the  new  Stock 
Record  Book  or  get  it  as  a  BONUS  with  a 
12-week  trial  subscription  to  FINANCIAL 
WORLD  and  its  Added  Services,  be  sure 
to  order  at  once.  Fill  out  and  mail  the  cou- 
pon today  to  assure  delivery  without  delay. 

Absolute  money-back  guarantee  if  not 
satisfied  tvithin  30  days. 
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The  Forbes  Index 


preliminary 


1965  "^Mfe    iigr 


Comprised  of  the  tollovting  components. 

•  How  much  are  we  producing? 
(FRB  index) 

•  How  many  people  have  been 
laid  off?  (U.S.  Dept.  of  Labor 
initial  unemployment  claims) 

•  How  intensively  are  we  work- 
ing?  (BLS   average   weekly 


hours  in  manufacturing) 

•  How  much  hard  goods  are  we 
ordering?  (Dept.  of  Comm. 
durable  goods  new  orders  of 
last  3  months  related  to  in- 
ventories) 

•  How  much  are  people  spend- 


ing? (Dept.  of  Comm.  depart- 
ment store  sales) 

•How  much  are  we  building? 
(Dept.  of  Comm.  private  non 
farm  housing  starts) 

•  How  much  are  workers  earn- 


^30  JAN.  1967  116.8 

125    FEB 114.0 

120    MAR 112.5 

115    APRIL   111.0 

110    MAY    110.5 

105    JUNE 111.6 

100    JULY  111.6 

95    AUG 114.1 

90    SEPT 114.2 

85    OCT 115.2 

80    NOV 117.3 

75     DEC 119.3 

70    JAN 121.0 

FEB.  (pre.)  121.3 


Ing?  (Dept.  of  Comm.  per- 
sonal income  in  manufactur- 
ing and  mining) 

•Are  consumers  taking  on 
more  or  less  debt?  (Federal 
Reserve  net  change  in  con- 
sumer installment  debt) 


Where  the  Boom  Isn't 


It  sticks  out  like  a  sore  thumb:  As  the  gross  national 
product  reaches  new  highs,  only  84.3%  of  plant  capacity 
is  being  used,  while  factory  orders  dropped  4.6%  in  Janu- 
ary, the  sharpest  drop  in  1 1  years.  Why?  The  biggest  reason 
is  that  people  simply  aren't  spending  as  much  on  goods  as 
they  used  to.  "In  consumer  hard  goods,"  says  Frank  P. 
Murphy,  a  General  Electric  economist,  "we  aren't  having 
anything  like  a  boom.  The  growth  in  spending  for  dur- 
ables, such  as  appliances  and  automobiles,  is  at  a  subnormal 
level.  The  capital  expenditures  boom  of  the  last  three  or 
four  years  has  produced  an  on-rush  of  capacity  that  is 
ahead  of  current  needs." 

In  the  final  quarter  of  1967.  the  GNP  reached  a  yearly 
record  rate  of  $807.6  billion.  Yet  the  "goods"  economy, 
which  weighs  heavily  in  the  Forbes  Index  (.lee  above), 
hasn't  quite  reached  its  mid- 1966  peak.  The  difference  is 
inflation,  which  accounted  for  nearly  half  of  that  quarter's 
rise  in  GNP,  and  the  continuing  shift  towards  services  in- 
stead of  hard  goods.  Services  accounted  for  55.7%  of 
rtiat  quarter's  gain  in  personal  consumer  expenditures  to 
push  services  to  a  high  of  41.4%  of  personal  consumer 
spending. 

This  does  not  mean  that  factories  must  run  full  tilt  to 
be  profitable.  On  the  contrary.  "Many  businesses  were  sur- 
prised in  1965-66  when  they  found  themselves  running  at 
production  rates  far  above  optimum,"  explains  Murphy. 
"This  provided  incentives  to  add  an  extra  margin  in  plant 
capacity.  And  the  current  rate  is  more  profitable  than  the 
peak  rates  of  1966.  The  optimum  is  probably  87% -88%, 
and  we  really  have  no  cause  for  concern  unless  it  drops 
below  80% ." 

In  fact,  production  has  never  been  at  100%  of  rated  ca- 
pacity— the  peak  recorded  figure  is  96.8-%  in  1953.  and 
some  economists  question  the  usefulness  of  capacitv  figures. 
"These  are  fairly  bad  figures."  says  William  Butler,  vice 
president  of  economic  research  for  Chase  Manhattan  Bank. 
"At  best,  the  figures  are  only  a  physical  measurement  of 


capacity  and  do  not  take  into  account  profitability  or 
labor  supply.  The  limit  of  our  production  at  the  moment  is 
manpower.  We  are  down  to  3.5%  unemployment." 

But  production  is  down,  and  economists  say  that  the 
tapering-off  of  consumer  spending  on  hard  goods  is  due 
mainly  to  psychological  factors,  not  a  lack  of  money.  The 
war  in  Vietnam,  inflation  and  the  possibility  of  higher 
taxes  are  causing  people  to  save  money.  "This  is  not  the 
kind  of  climate  conducive  to  making  long-range  commit- 
ments like  buying  houses,  cars  and  appliances,"  says  a  sec- 
ond bank  economist.  "And  a  lot  of  people  have  been 
impressed  by  the  rising  costs  of  education  and  medical 
expenses  and  so  are  saving  more." 

Strike  A  Balance.  Economists  disagree  about  whether 
the  U.S.  is  becoming  a  service-oriented  economy  instead  of 
a  production-oriented  one.  "1  don't  think  that  the  service 
industries  have  grown  faster  in  the  past  few  years  than  the 
rest  of  the  economy,"  says  Gene  Conatser,  senior  economist 
for  the  Bank  of  America.  "But  the  economy  definitely  is 
moving  towards  being  service-oriented.  Certainly,  I  don't 
think  that  we're  going  to  run  into  a  situation  where  we  are 
producing  more  than  we  can  consume  overall.  At  any  time 
there  will  be  problems  of  surplus  in  particular  industries  or 
commodities,  but  given  the  needs  of  the  U.S.  and  the  world, 
the  problem  will  be  that  of  sufficient  production  for  a  long 
time  to  come."  Butler  of  Chase  Manhattan  sees  it  different- 
ly: "The  problem  is  to  have  enough  aggregate  demand  to 
maintain  full  employment — it  doesn't  matter  how  the  de- 
mand is  split  up."  In  other  words,  all  we  have  to  worry 
about  is  whether  services  can  absorb  any  slack  in  goods. 

But  if  you  are  tied  to  goods,  it  does  matter.  A  rail- 
road cannot  haul  haircuts.  So  manufacturers  must  count 
on  a  slower  but,  hopefully,  more  certain  demand  for  goods. 

Says  the  president  of  one  big  western  railroad:  "The 
economy  needs  the  manufacturing  and  mining  industries 
to  permit  the  growth  of  service  industries.  The  hard  goods 
sector,  and  the  railroads,  will  grow  at  a  slower  rate  than  the 
over-all  economy  because  of  the  fast  growth  of  service  in- 
dustries. But  it  is  production  that  provides  the  base  for  the 
service  industries."  ■ 
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MARKET  COMMENT 

by  L  O.  HOOPER* 

A  Changed  Environment 


The  stock  market,  as  measured  by 
the  averages,  may  be  pretty  well  down, 
even  if  it  is  going  lower.  It  should  be 
recognized,  however,  that  it  is  now 
fluctuating  in  a  changed  environment. 
The  war  in  Vietnam  is  not  going  well, 
and  we  are  moving  toward  some  kind 
of  a  war  economy.  Traditionally,  stock 
markets  do  not  act  well  when  war 
developments  are  unfavorable.  Even 
the  military  issues  are  less  popular, 
as  they  usually  are  when  a  war  speeds 
up  and  there  is  the  possibility  of  higher 
taxes  and  controls.  At  the  same  time, 
more  aggressive  speculators  have  re- 
cently been  losing  money.  In  the  stock 
market,  just  as  nothing  succeeds  like 
success,  nothing  fails  like  failure.  The 
word  is  slowly  getting  around  that  the 
stockbroker  is  not  such  a  profitable 
servant  as  he  was  a  few  months  back. 

All  this  adds  up  to  the  probability 
of  a  slowing  down  in  activity  and  spec- 
ulation. Unless  things  change,  1968 
won't  be  as  good  a  year  in  the  stock 
market  as  1967,  and  it  will  be  more 
difficult  to  make  money. 

This  comment  has  little  to  do  with 
whether  the  averages  rise  or  fall  in 
the  second  half  of  March.  Probably 
there  will  continue  to  be  selling  waves 
followed  by  rallies,  and  rallies  followed 
by  selling  waves.  Probably  the  trend 
will  continue  to  be  influenced  by  our 
military  fortunes  in  Vietnam.  As  time 
goes  on,  some  stocks  may  be  quite 
strong  and  others  may  be  still  weaker. 
At  the  moment,  the  so-called  go-go 
funds  are  anything  but  aggressive. 
Most  of  them  have  done  some  selling, 
but  not  enough;  few  have  the  nerve  to 
do  anything  more  than  nibble  as  far  as 
new  commitments  are  concerned. 

Reappraisal 

Aside  from  two  or  three  big  funds 
(which  overadvertised  last  year's  per- 
formance) in  which  there  has  been 
some  profit-taking  by  owners  of  fund 
shares,  the  mutual  funds  do  not  appear 
to  have  been  losing  stockholders  or 
capital.  Most  of  them  are  a  little  more 
liquid,  and  some  of  them  are  much 
more  liquid.  The  public  should  realize 
1 )  that  mutual  fund  sales  of  shares 
to  the  public  always  pick  up  rather 
than  slump  when  the  market  suddenly 
drops,  and  2)  that  mutual  funds  are 
always  pretty  fully  invested  even  in  a 
bad  market.  Usually  10%  in  cash  and 


cash  equivalents  is  considered  high 
liquidity,  and  20%  or  25%  in  cash 
and  equivalents  is  unusual.  It  is  not 
easy  for  large  funds  to  switch  from 
stocks  to  a  high  cash  position:  Hold- 
ings of  individual  issues  often  are  too 
large  to  sell  except  in  negotiated 
blocks,  and  these  don't  move  easily 
when  fun  managers  are  gun-shy. 

The  thinking  of  fund  managers  is 
changing.  Suspicion  has  replaced  con- 
fidence concerning  the  conglomerates. 
Fundamentally,  the  fund  managers  still 
like  the  electronic  industry,  but  they 
are  more  critical  of  the  prices  at  which 
electronic  issues  sell.  There  is  much 
potential  interest  in  anything  related 
to  residential  building,  since  everyone 
is  convinced  that  the  demand  for  hous- 
ing will  rise  rapidly  in  the  years  ahead. 
For  long-term  growth,  the  most  popu- 
lar glamour  industry  seems  to  be 
nuclear  development. 

Some  of  the  more  favorably  men- 
tioned stocks  are  Magnavox,  which 
has  had  a  sharp  improvement  in  sales 
and  earnings  recently;  International 
Mining,  where  a  further  emphasis  on 
nuclear  materials  is  thought  to  be  de- 
veloping; J.C.  Penney,  Kroger  and 
Safeway  Stores,  three  companies  which 
have  been  improving  their  profit-mar- 
gins; Halliburton  and  Schlumberger, 
said  to  be  profiting  from  more  rapid 
offshore  oil  and  gas  development; 
EG&G,  because  of  the  company's  ap- 
parent leadership  in  nuclear  technol- 
ogy; Reynolds  Tobacco,  combining 
consistent  growth  in  both  earnings  and 
dividends  with  a  relatively  high  return; 
General  Development,  where  per- 
share  earnings  are  showing  a  healthy 
rise  and  which  provides  a  high  asset 
investment  in  real  estate;  Hess  Oil, 
where  further  growth  from  both  within 
and  without  is  expected;  Standard  Oil 
of  California,  which  has  increased  the 
dividend  rate  for  the  seventh  consecu- 
tive year;  Canadian  Pacific,  way  down 
in  price,  a  return  of  about  6%  and 
lots  of  nonrailroad  assets;  and  United 
Aircraft,  where  per  share  earnings  and 
backlog  have  been  increasing  impres- 
sively as  the  stock  has  moved  lower 
and  lower.  There  also  has  been  some 
buying  in  the  savings  &  loans,  as  arms 
of  the  residential  building  industry; 
these  companies  have  improved  their 

•Mr.    Hooper   is   associated   with   the   New   YorK 
Stock  Exchange  firm  of  W.E.  Hutton  &  Co. 


financial  positions  and  their  earnings 
potentials  during  the  past  year.  Among 
the  better  ones  are  First  Charter,  Great 
Western  Financial,  Gibraltar  Financial 
and   Trans-World  Financial. 

While  the  above  paragraph  is  in- 
tended as  "reporting"  rather  than  as 
"recommending,"  I  do  like  most  of 
these  stocks — if  you  are  ready  to  buy 
anything  at  this  time.  But  I  also  like 
the  idea  of  keeping  some  powder  dry 
for  possible  opportunities.  The  best 
•  time  to  buy  is  on  a  selling  climax,  and 
we  probably  will  get  more  of  them. 

There  are  many  blocks  of  former 
glamour  stocks  which  lack  a  home 
right  now,  and  "homeless"  stocks  have 
a  way  of  moving  lower.  Sometimes  you 
can  trade  profitability  in  the  "home- 
less" stocks  if  you  buy  them  on  a  cli- 
max and  sell  them  on  the  snapback 
rally  which  always  follows.  Make  sure, 
however,  that  you  are  buying  distress. 
Don't  assume  that  all  these  former 
favorites  are  just  temporarily  unpopu- 
lar; many  won't  come  back  to  their  old 
highs  for  a  long,  long  time.  I  suspect 
that's  especially  true  of  most  conglo- 
merates. Most  of  them  are  in-and-out 
trading  stocks,  not  investments. 

Uncertain  Future 

The  longer  I  live,  the  less  I  am  im- 
pressed with  long-term  projections  of 
earnings  or  economic  conditions.  It  is 
hard  enough  to  look  six  months  or  a 
year  ahead,  to  say  nothing  of  two 
years,  five  years  or  ten  years.  A  great 
deal  of  the  speculation  recently  has 
been  based  on  projections  of  two  to 
five  years,  and  most  of  these  are  likely 
to  be  defective.  Sometimes,  of  course, 
the  projections  are  right  for  the  wrong 
reason.  It  usually  is  possible,  too.  to 
project  further  ahead  in  the  case  of 
a  sedate  investment  like  an  electric 
power  company  than  in  these  new 
electronic  and  computer  outfits. 

Most  every  day  someone  asks  me 
how  low  I  expect  the  DJ  industrials  to 
go.  One  can  only  guess.  Chartwise, 
there  would  appear  to  be  some  sup- 
port around  790-800;  but,  in  the  event 
the  war  news  gets  worse  and  there  is 
more  selling  in  the  fallen  angels,  we 
might  go  back  and  test  the  October 
1966  lows  which  were  in  the  735-750 
area.  Keep  in  mind,  however,  that  the 
DJI  easily  may  act  better  than  the 
market  as  a  whole,  just  as  it  has  done 
thus  far  in  the  decline.  Most  of  the 
stocks  in  the  Dow  did  not  sell  at  fan- 
tastic prices  as  the  glamours  did,  and 
the  blue  chips  almost  inevitably  will  be 
more  popular  than  the  glamours  as 
investors  get  more  conservative.  There 
is  the  matter  of  time,  too.  Stocks  could 
meet  support  around  800  now,  and 
drag  lower  late  in  the  spring  or  even 
next  fall.  Much  depends  on  interna- 
tional and   political   developments.    ■ 
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Send  for  United's  new  facts  and  analysis  on 

91  MUTUAL  FUNDS 

•  Reports  1967  Results  of  the  entire  year 

•  Shows  which  have  the  most  growth  since  1962 

•  Rates  the  performance  of  91  Funds  against 
each  other  and  the  Dow-Jones  Average 

•  Comments  on  the  new  "Dual-investment"  Funds 

•  Shows  actual  performance  of  "No-Load"  Funds 

•  Discusses  SEC  Investigation 

•  Shows  'Loading  Charges'  and  Expense  Ratios 

Which  3  does  United  Favor? 


Here  is  just  a  partial  list  of  the  funds  included 


Affiliated  Fund 
Amer.  Investors 
Axe-Houghton 
Bullock  Fund 
Channing  Fund 
Colonial  Funds 


deVegh  Fund 
Diversified  Funds 
Drexel  Fund 
Dreyfus  Fund 
Energy  Fund 
Enterprise  Fund 


Fidelity  Funds 
Group  Securities 
Ivest  Fund 
Johnston  Fund 
Keystone  Funds 
Manhattan  Fund 


Mass.  Investors 
Nat'l  Securities 
One  William  St. 
Op'heimer  Fund 
Penn.  Sq.  Fund 
T.  Rowe  Price 


Putnam  Funds 
Scudder,  Stevens 
TV-Electronics 
United  Funds 
Value  Line  Funds 
Wellington  Fund 


SPECIAL  FEATURE  INCLUDED 


12  SO  CALLED  "GO  GO"  FUNDS 

What  IS  their  5  year  record? 
How  have  they  acted  since  year  end  1967? 


25  MOST  ACTIVE 

BUY?  HOLD?  SELL? 


Allis  Chalmers 

Avco  Corp. 

Eastern  Air  Lines 

Gulf  &  Western 

Pan.  Am.  W'ld  Air 

Amer.  Motors 

Benguet 

Fairchild  Camera 

Magnavox 

RCA 

Amer.  Tel.  &  Tel. 

Brunswick 

Flying  Tiger 

McDonnell  Dougl. 

SCM  Corp. 

Amer.  Photocopy 

Chrysler 

General  Motors 

Occidental  Petr. 

Sperry  Rand 

Atlas  Corp. 

Control  Data 

Gt.  Western  Fin. 

Pan.  Am.  Sulphur 

Stand'd  Oil  (NJ.) 

PLUS  A  GUEST  SUBSCRIPTION  TO  UNITED  REPORTS 

Buy,  Hold,  Sell  advice  . .  .  facts,  figures  on 

•  68  Growth  Stocks  for  Long-Term  Gains  *   12  Stocks  Most  Favored  by  Other  Services 

•  22  Better-Grade  Stocks  for  Profit  •     8  Stocks  with  Rising  Dividend  Patterns 

•  23  Speculations  for  the  Venturesome  •  22  Stocks  for  Above  Average  Yields 

.  .  .  and  much  more 


UBsn 

UNITED  BUSINESS  SERVICE 

210  Newbury  St.,  Boston,  Mass.  02116 

If  the  card  has  already  been  removed  simply  drop  us  a  postcard  at  Dept.  FM  1 1 


MAIL   POSTPAID  AIRMAIL  CARD  TODAY! 
SEND  NO  MONEY  .-.  .  WE  WILL  BILL  YOU 
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STOCK  ANALYSIS 
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by  HEINZ  H.  BIEL» 

'tH9t^ 

V 

Limiting  The  Risk 

yl^k 

Not  all  of  us  have  the  tempera- 
ment and/ or  the  necessary  experience 
and  skill  to  go  where  the  action  is, 
and  to  get  out  in  time.  Yesterday's 
highflying  favorites  are  the  casualties 
of  today.  The  collapse  came  with 
incredible  swiftness,  particularly  in 
stocks  which  were  held  in  large 
amounts  by  the  so-called  performance 
funds.  When  they  decide  to  get  out  in 
a  hurry,  the  bottom  drops  out.  A  clas- 
sic example  is  Automatic  Sprinkler; 
it  reached  an  all-time  high  of  74  as 
recently  as  last  January,  and  sold 
down  to  the  low  30s  in  February, 
when  reported  earnings  fell  far  short 
of  earlier  official  forecasts.  The  pros, 
who  held  over  25%  of  the  company's 
capitalization,  reacted  violently  to 
what  they  considered,  with  much  jus- 
tification, a  serious  credibility  gap. 

Conversely,  the  great  volatility  of 
these  "swinging"  stocks  also  produces 
exceptional  buying  opportunities. 
However,  great  care  is  essential  to 
differentiate  between  inherently  meri- 
torious stocks,  which  may  have  been 
overpriced  during  a  period  of  ex- 
uberance and  then  became  oversold 
when  disenchantment  set  in,  and 
companies  whose  intrinsic  merit  is 
dubious.  Cameo-Parkway  Records  is 
a  case  in  point.  The  fact  that  it 
soared  to  TSYa  in  January  (when 
seven  times  the  entire  publicly  held 
capitalization  was  traded)  is  no 
guarantee  that  it  will  be  a  bargain 
at  whatever  the  price  when  trading  is 
resumed  after  an  indefinite  suspension 
on  orders  of  the  Securities  &  Exchange 
Commission. 

Good  Stocks  Available 

While  many  of  the  high-quality 
growth  stocks  like  IBM,  Xerox,  Pola- 
roid and  the  like  have  come  down 
appreciably  from  their  highs,  they 
still  sell  at  very  high  multiples  of  fore- 
seeable earnings  and  may  yet  prove 
vulnerable  in  the  kind  of  nervous 
market  that  I  envisage  in  the  months 
ahead.  I  believe  that  these  superblue 
chips  will  have  to  decline  a  good  deal 
further  before  a  strong  buy  recom- 
mendation is  warranted. 

On  the  other  hand,  there  is  a 
growing  number  of  "good"  stocks 
that  may  not  yet  be  bargains  but 
that    have   become  distinctly   reason- 


able in  price.  I  am  thinking  of  stocks 
like  Babcock  &  Wilcox,  which  for 
the  ninth  year  in  a  row  has  reported 
higher  sales  and  earnings.  Its  huge 
order  backlog  should  provide  satis- 
factory results  in  the  years  ahead.  The 
aluminum  stocks  have  taken  a  severe 
and.  perhaps,  exaggerated  beating. 
For  the  more  aggressive  investor,  I 
favor  Harvey,  down  some  20  points 
from  last  year's  high. 

There  is  probably  no  great  urgency 
to  buy  the  airlines,  but  the  price  de- 
flation seems  to  have  gone  far  enough 
to  make  allowance  for  the  shrinkage 
of  profit  margins.  If  a  travel  tax 
should  be  imposed.  Pan  Am,  TWA 
and  Northwest  may  be  hurt,  but  more 
tourist  travel  in  this  country  could 
only  benefit  such  purely  domestic  air- 
lines as  United  or  National. 

Last  month  shareholders  of  Bethle- 
hem Steel  and  Cerro  Corp.  voted  to 
merge.  Under  the  agreement  one 
share  of  a  new  Bethlehem  Steel  pre- 
ferred stock  will  be  issued  for  each 
share  of  Cerro.  The  stock  will  have 
a  $2.80  dividend  rate  and  be  con- 
vertible into  1  '/3  shares  of  Bethlehem 
common.  With  Cerro  at  43,  the  indi- 
cated yield  is  a  lofty  61/2  % .  Bessie, 
of  course,  is  not  exactly  a  dynamic 
situation,  but  the  stock  is  so  conserva- 
tively priced,  at  around  30,  that  no 
one  can  deny  it  has  at  least  an  ap- 
preciation potential,  having  sold  as 
high  as  39'/8  last  year  and  42'^k  in 
1966.  The  new  convertible  preferred 
stock,  which  can  be  bought  at  only  a 
three-point  premium  above  conver- 
sion parity,  would,  of  course,  benefit 
from  any  improvement  in  the  price 
of  the  common.  Meanwhile,  the 
adequately  protected  dividend  should 
provide  a  solid  cushion  and  limit  the 
downside  risk. 

There  are  numerous  convertible 
preferred  stocks,  most  of  which  have 
also    been    created    as    a    result    of 


Conver 

Convertible  Preferred 

Recent 

sion 

Stocks 

Price 

Yield 

Rate 

Tenneco  $5.50 

96 

5.7% 

3.6 

U.S.  Gypsum  $1.80 

37 

4.9 

0.45 

Comwealth.  Ed.  $1,425 

29 

4.9 

0.6 

Certain-teed  900 

19 

4.7 

1.0 

Diamond-Shamrock  $2 

41 

4.9 

1.15 

Reynolds  Metals  $4.50 

95 

4.7 

2.0 

Household  Fin.  $4.40 

105 

4.2 

3.0 

Georgia-Pacific  $1.40 

32 

4.4 

0.5 

Bendix$3 

70 

4.3 

1.5 

mergers  and  which  have  similar  char- 
acteristics to  the  proposed  Bethlehem 
Steel  stocks.  Those  listed  below,  while 
not  high  grade,  are  of  acceptable  in- 
vestment quality.  In  each  instance, 
the  dividend  return  is  higher  than  on 
the  corresponding  common  stock, 
and  the  premium  above  conversion 
parity  ranges  from  negligible  to  mod- 
erate (i.e.,  under  15%). 

Basically,  there  are  two  types  of 
.  investors:  those  who  buy  a  stock  in 
'order  to  sell  it  at  a  profit,  and  those 
who  buy  it  for  keeps.  The  perform- 
ance-minded investor,  of  course,  be- 
longs in  the  first  category.  Some 
critics  imply  that  this  is  "speculation." 
This  may  be  a  matter  of  opinion,  if 
not  semantics,  but  it  is  not  our  task 
to  judge,  but  to  clarify.  On  the  other 
hand,  we  must  recognize  that  a  great 
many,  perhaps  even  most,  individual 
investors  have  a  strong  inclination  to 
sit  on  their  stocks  until  hell  freezes 
over.  Not  surprisingly,  they  were  the 
ones  who  complained  last  year  about 
missing  all  the  fun  and  profits  in  a 
rather  exciting  market. 

Growth  for  the  Stand-Patter 

If  you  fall  into  this  category  of 
investors  who  are  inclined  to  stay 
put,  make  sure  that  the  stocks  to 
which  you  are  wedded  at  least  have 
distinct  growth  characteristics.  In  ad- 
dition to  electric  utilities,  whose 
splendid  long-term  record  has  been 
discussed  time  and  again  in  this  col- 
umn, attention  should  be  given  to 
bank  stocks.  Because  most  of  them 
are  not  listed  on  the  New  York  Stock 
Exchange,  many  investors  as  well  as 
their  brokers  lack  the  necessary  fa- 
miliarity and  understanding.  Yet. 
according  to  a  recent  study,  the  major 
banks  have  not  only  shown  an  excel- 
lent earnings  growth,  but  dividends 
too  have  increased  at  a  6'/2  %  annual 
compounded  rate  during  the  past  20 
years.  This  record  compares  quite  fa- 
vorably with  the  results  shown  by 
both  the  industrial  and  utility  stock 
averages. 

Many  of  the  large  New  York  City 
banks  have  not  missed  a  dividend  for 
well  over  100  years,  since  1785  in  the 
case  of  The  Bank  of  New  York.  De- 
spite frequent  dividend  increases,  the 
present  pay-out  rate  still  averages 
well  below  50%  of  reported  earnings. 
Yet  bank  stocks  sell  at  remarkably 
modest  prices.  The  price/ earnings 
ratio  ranges  from  14.3  for  First  Na- 
tional City  to  less  than  1 1  for  Manu- 
facturers Hanover  and  Charter  New 
York  Urving  Trust).  Similarly,  cur- 
rent dividend  yields  range  from  3.3% 
to  over  4.5%.  ■ 

•Mr.   Blel   is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Emanuel,  Oeetjen  &  Co. 
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You  owe  it  to  yourself  to  see 
Ihat  your  hard-earned  capital 
is  efficiently  employed  at  all 
times.  Don't  neglect  it.  It  can 
take  care  of  you  but  it  cannot 
lake  care  of  itself. 

The  coupon  will  introduce  you 
to  The  Value  Line  Investment  Sur- 
vey, which  can  help  you  keep  a 
sharp  eye  on  your  investments  all 
year  'round  with  a  minimum  expen- 
diture of  your  own  time  and  effort. 

Value  Line  is  the  only  published 
investment  advisory  service  that 
systematically  rates  each  of  1400 
stocks  every  week  for  their  prob- 
able future  price  changes,  relative 
to  all  the  stocks  it  covers,  within 
three  defined  time  periods  of  the 
future. 

It  does  so  by  rating,  through  ob- 
jective statistical  measurements  of 
price-earnings  relationships  and 
growth  rates,  how  each  stock  of  the 
1400  is  likely  to  perform  in  three 
specific  future  time  periods  —  next 
12  months,  three  to  five  years,  and 
beyond  five  years.  The  stocks  found 
to  be  the  best  probable  performers 
are  rated  I  (Highest);  those  next 
best,  II  (Above  Average);  then  III 
(Average);  IV  (Below  Average),  and 
V  (Lowest).  Each  stock  is  always 
rated  for  its  probable  future  per- 
formance in  the  three  different  time 
periods.  The  ratings  are  always 
current,  being  published  weekly  to 
take  account  of  the  latest  price 
changes  and  earnings  reports. 

In  addition  to  the  ratings,  you 
receive  full-page  reports  on  each 
istock  four  times  a  year,  or  more 
often  if  evidence  requires,  and  in 
addition  you  receive  a  remarkably 
clear  presentation  of  the  most  sig- 
nificant statistical  trends  over  the 
past  fifteen  years  of  the  company's 
life.  All  this  is  presented  so  that  if 
you  disagree  with  Value  Line's  rat- 


your 
capital 

loaf? 


ings  you  know  what  you  are  disa- 
greeing with  and  why. 

The  coupon  will  acquaint  you 
also  with  Value  Line's  unique 
method  of  assigning  an  index  num- 
ber to  each  of  the  weekly  ratings 
(for  Probable  Market  Performance 
in  the  next  12  months,  for  Appreci- 
ation Potentiality  3  to  5  years  from 
now,  for  Dependability  beyond  5 
years,  and  for  Estimated  Yield  in 
the  next  12  months).  By  weighting 
these  index  numbers  to  accord  with 
your  own  investment  goals  you  can 
gauge  how  suitable  any  one  of  the 
1400  stocks  is  for  you  personally 
and  now. 

The  coupon  will  permit  you  to 
put  The  Value  Line  Investment  Sur- 
vey to  the  test  under  our  money- 
back  guarantee.  If,  for  any  reason, 
Value  Line  should  fail  to  meet  your 
expectations,  return  the  material 
within  30  days  and  your  money  will 
be  refunded  at  once. 

The  coupon  will  bring  you  for 
the  term  you  check  —  one  year  for 
$167.   three   months  for  $44,   or 


tour  weeks  for  $5  —  the  complete 
weekly  editions  of  The  Value  Line 
Investment  Survey.  Each  weekly 
edition  consists  of  the  120page 
Ratings  &  Reports  section,  the  12- 
page  Weekly  Summary  of  Advices 
&  Index,  and  the  8-  to  12-page  Se- 
lection &  Opinion  section  .  .  .  plus 
the  monthly  Special  Report  on  in- 
sider transactions  and  the  quar- 
terly Special  Report  on  mutual  fund 
transactions  issued  during  the  term 
of  your  subscription. 

BONUS  •  With  the  annual  or  three- 
month  subscription,  Value  Line  will 
ship  to  you  immediately  the  2-vol- 
ume  Investors  Reference  Library 
which  will  give  you  the  latest  re- 
ports on  all  stoci<s  published  prior 
to  your  subscription.  During  the 
subscription  period  all  1400  stocks 
will  be  updated  systematically 
every  13  weeks. 

In  fairness  to  regular  subscribers,  who  pay 
Z167  a  year  for  The  Value  Line  Investment 
Survey,  we  cannot  make  the  $5  trial  for  4 
weeks  of  service  available  to  anyone  who  has 
already  had  such  a  trial  within  the  past  six 
months. 


□  ONE  YEAR- $167 
(52  EDITIONS) 


□  3-MONTH  TRIAL-J  44 
(13  EDITIONS) 


Send  me  the  complete  service  for  the  term  checked  plus 
—as  a  bonus— the  2volume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the 
13  weeks  preceding  start  of  this  subscription. 
D  Payment  enclosed  D  Bill  me 


D 


FOUR-WEEK  TRIAL-$5 

(4  EDITIONS) 


I 


Send  me  a  4-week  Introduc- 
tory subscription  to  the  full 
service  for  $5.  I  enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


Name  (please  print). 
Address  


.AA16-54 


City. 


.State 


Zip 


(Subscription  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents, 
please  add  5%  safes  tax:  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

THE  VALUE  LIIVE 

IIVVESTMEIVT   SURVEY 

Published  by  Arnold  Bernhard  &  Co.,  Inc. 
S  EAST  44th  STREET,  NEW  YORK,  N.  Y.  10017 

(No  assignmeni  ol  this  agreement  wi7/  be  made  without  subscriber's  consent.) 
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TECHNICIAN'S  PERSPECTIVE 

by  JOHN  W.   SCHULZ* 


Rules  of  Thumb 


Early  last  month,  as  this  column 
for  Mar.  1  pointed  out,  the  Dow-Jones 
industrials  dropped  through  their  No- 
vember 1967  reaction  lows  and  thus 
touched  off  what  Dow  Theorists  can 
construe  as  a  bear-market  signal. 
In  their  ensuing  further  decline,  the 
D-J  industrials  also  breached  the  so- 
called  support  zone  around  840 — a 
figure  that  had  become  highly  conspic- 
uous because  it  had  arrested  most  of 
the  significant  reactions  in  this  average 
since  early  1967 — and  thereby  com- 
pleted a  chart  formation  having  the 
characteristics  of  a  "head  and  shoul- 
ders" top  to  which  chartists  have  tradi- 
tionally attributed  major-downtrend 
implications. 

A  550  Dow 

Together,  the  Dow  Theory  bear- 
market  signal,  the  violation  of  a  wide- 
ly obvious  support  zone,  and  the 
completion  of  a  presumably  major  top 
on  the  DJI  chart  have  understandably 
aroused  a  great  measure  of  bearish- 
ness  among  analysts  and  investors 
whose  thinking  is  heavily  influenced  by 
standard  technical  concepts.  Accord- 
ing to  these,  most  chartists  now  prob- 
ably assume  that  the  Dow  will  drop, 
either  directly  or  by  stages,  to  at  least 
740  before  the  presumed  current  ma- 
jor downtrend  has  run  its  full  course. 
Others,  who  have  been  ignoring  the 
evidence  of  the  broader  price  indices 
and  therefore  insist  that  a  bear  market 
has  been  in  progress  since  the  Dow 
posted  its  all-time  high  to  date  in 
February  1966,  are  thinking  in  terms 
of  an  eventual  decline  in  the  Dow  to 
about  540. 

Although  such  projections  are  most- 
ly rationalized  by  predictions  of  politi- 
cal, military,  economic  and  monetary 
disasters,  at  bottom  they  seem  trace- 
able to  a  simple  chart  reader's  rule  of 
thumb.  This  formula  holds  that  com- 
pletion of  a  head-and-shoulders  top  is 
usually  followed  by  a  drop  roughly 
equal  to  the  number  of  points  yielded 
in  the  decline  from  the  highest  point 
in  the  top  formation  to  the  point  at 
which  the  formation  is  completed.  In 
the  current  case,  the  Dow  fell  approxi- 
mately 100  points  from  its  September 
1967  high  before  the  bear-market  sig- 
nal "flashed"  at  849.57;  hence,  the 
chartist's  yardstick  suggests  a  possible 
further  lOO-point  decline,  to  near  740. 


The  latter  level,  in  turn,  coincides  with 
the  point  where  the  1966  downtrend 
terminated;  if,  as  the  radical  bears 
expect,  it  is  violated  by  a  further  de- 
cline, then  the  bear  market,  having 
given  up  some  200  points  from  the 
Dow's  1966  high,  is  likely  to  continue 
for  another  200  points,  to  about  540. 
Or  so  the  technical  rule-of-thumb  bear 
market  thesis  goes. 

Out  the  Window 

The  trouble  with  it  is  that  it  hinges 
entirely  on  the  fluctuations  of  the 
Dow-Jones  industrials.  To  be  sure,  the 
Dow  is  still  the  most  widely  watched 
of  all  stock-price  indices.  But  for 
that  very  reason  it  could  also  be  the 
most  misleading.  Having  failed  last 
year  to  better  its  1966  bull-market 
high,  it  has  encouraged  many  observers 
in  the  view  that  the  price  gains  of  1967 
were  merely  a  big  rally  in  a  bear  mar- 
ket that  now  has  been  resumed  and  is 
likely  to  continue  and  involve  much 
greater  declines. 

However,  comprehensive  price  in- 
dices like  Standard  &  Poor's  425  in- 
dustrials and  the  New  York  Stock 
Exchange  all-common  stock  composite 
show  conclusively  that  the  stock  mar- 
ket repeatedly  advanced  to  new  all- 
time  bull-market  highs  last  year.  For 
anyone  with  an  open  mind  and  open 
eyes,  this  fact  should  effectively  dis- 
pose of  the  thesis  that  the  1967  ad- 
vance was  nothing  but  a  bear-market 
rally.  And  if  that  thesis  is  unrealistic, 
then  the  rule-of-thumb  projection  of 
an  eventual  drop  through  the  1966 
DJI  low  and  on  to  around  540  also 
has  to  go  out  the  window. 

Moreover,  the  highly  publicized 
support  zone  near  Dow  840,  whose 
penetration  after  last  month's  "bear- 
market  signal"  added  significantly  to 
the  prevailing  mood  of  pessimism, 
simply  does  not  exist  on  the  charts  of 
the  comprehensive  price  indices.  In 
the  S&P  industrials  and  the  NYSE 
composite,  the  several  1967  reaction 
lows  that  mark  this  zone  in  the  Dow 
are  located  at  successively  and  dis- 
tinctly higher  price  levels.  As  a  result, 
last  month's  decline  through  the  No- 
vember reaction  lows  of  these  unques- 
tionably more-representative  price  in- 
dices   violated     no    such    thoroughly 

•Mr.  Schuiz  is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Wolfe  &  Co. 


tested,  flat  support  level  as  can  be 
perceived  on  the  DJI  chart.  Thus,  if 
Wall  Street  analysts  and  investors  had 
only  the  Standard  &  Poor's  and  New 
York  Stock  Exchange  indices  by  which 
to  judge  the  market's  progress,  they 
would  not  have  been  discussing  the  de- 
moralizing implications  of  a  broken 
Maginot-type  resistance  line. 

If  you  are  still  unwilling  to  believe 
these  price  indices,  consider  the  fol- 
lowing statistics.  In  the  Mideast  crisis 
of  last  June,  the  Dow  bottomed  at 
847.77,  while  110  stocks  hit  new  lows 
on  the  NYSE  for  the  period  since  Jan. 
1,  1967.  In  the  November  sterling  de- 
valuation crisis,  the  Dow  fell  to  a  low 
at  849.57,  with  130  Big  Board  stocks 
going  to  new  lows  for  1967.  Last 
month,  in  the  dive  immediately  fol- 
lowing the  "bear-market  signal,"  the 
Dow  fell  to  831.77  before  staging  a 
rally,  but  the  number  of  NYSE  issues 
posting  new  1967-68  lows  was  no 
higher  than  80.  In  other  words,  while 
the  DJ  industrials  had  nearly  everyone 
convinced  that  the  market  was  down  to 
a  level  last  seen  in  January  1967,  barely 
more  than  one-half  of  1  %  of  all 
stocks  traded  on  the  Big  Board  had 
gone  to  new  lows  for  the  period  in 
question.  Clearly,  there  is  much  to  be 
said  for  ignoring  the  "obvious"  techni- 
cal implications  of  the  Dow. 

A  Broader  View 

If  the  traditional  chartist's  technique 
of  trend  projection  is  applied  to  the 
broader  and  more  realistic  price  in- 
dices, an  entirely  different  picture  can 
be  visualized.  Thus,  the  S&P  indus- 
trials, which  had  declined  6.8  points 
before  violating  their  November  reac- 
tion low  at  99.25,  could  be  expected  to 
decline  further  to  about  92.45.  Similar- 
ly, the  NYSE  all-common  stock  com- 
posite had  lost  3.57  points  when  it 
broke  its  November  low  (50.60),  and 
thus  could  be  expected  to  bottom  out 
near  47.03. 

At  these  levels,  both  indices  would 
have  given  up  just  about  one-half  of 
their  preceding  bull-market  gains  from 
the  October  1966  lows — a  retracement 
that,  by  technical  standards,  would  not 
be  inherently  indicative  of  a  new  major 
downtrend.  But,  because  the  entire 
bear-market  thesis  is  open  to  serious 
question,  there  can  be  considerable 
doubt  that  even  these  limited  projec- 
tions will  be  fully  realized.  Instead,  I 
suspect,  this  winter's  decline  has  good 
prospects  of  holding  above  the  June 
1967  reaction  lows  in  the  S&P  indus- 
trials (95.06)  and  the  NYSE  compos- 
ite (48.74);  at  worst,  it  might  violate 
them  by  a  relatively  small  margin.  A 
subsequent  recovery  should  eventually 
carry  these  indices  toward  a  fairly 
close  test  of  their  all-time  highs  | 
(106.15  and  54.17).  ■ 
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STARTLING  FACTS  ON 
FUND  PERFORMANCE 

...uncovered  by  FundScope 


FundScope,  the  national  monthly  mutual  fund  magazine  takes  a  cold  hard 
look  at  the  performance  results  of  over  300  funds,  including  the  Go-Go 
and  No-Load  funds  for  each  of  the  past  8  years  and  comes  up  with  some 
eye-opening  figures.  This  is  by  far  the  most  comprehensive  regular  cover- 
age in  the  industry. 

This  dynamic  March  issue  shows  not  only  the  complete  results,  but  the 
TOP  25  and  "better-than-average"  performers,  for  each  individual  year 
since  1960.  You'll  be  surprised  to  see  that  NOT  ONE  SINGLE  FUND  WAS 
THE  TOP  FUND  IN  MORE  THAN  ONE  YEAR.  And  although  no  single  fund 
made  the  TOP  25  in  all  eight  years,  one  fund  was  there  in  six  of  the  eight 
years . . .  three  funds  hit  the  TOP  25  in  five  of  the  eight  years,  and  eight 
made  it  four  years.  FUNDSCOPE  NAMES  ALL  THESE  FUNDS. 

And  while  no  fund  performed  above-average  in  all  eight  years  three 
funds  performed  above-average  in  seven  out  of  eight  years ...  17  in  six 
of  the  eight  years,  and  43  performed  above-average  in  five  of  the  eight 
years.  FUNDSCOPE  NAMES  THESE  FUNDS.  At  a  glance  you'll  see  the  CON- 
SISTENT TOP  25  and  better-than-average  performers  in  both  rising  and 
declining  markets.  See  how  your  fund  performed. .  .compare  it  with  other 
funds . . .  with  the  Dow  Jones  Industrials  and  with  the  average  of  all  funds. 
You'll  be  amazed  to  see  the  performance  of  some  funds  that  are  little 
known  except  to  professional  investors.  Packed  with  exclusive  factual 
data  this  Issue  is  a  must  for  you  if  you  want  to  get  your  dollar's  worth  in 
mutual  funds. 

If  you  want  successful  performance  from  mutual  funds,  let  FUNDSCOPE 
provide  you  with  the  facts  you  need  to  find  and  understand  the  trends 
and  opportunities.  NO  OTHER  PUBLICATION  IS  LIKE  FUNDSCOPE.  IT  PRO- 
VIDES INFORMATION  NOT  AVAILABLE  ANYWHERE  ELSE  — AT  ANY  PRICE. 
Before  you  buy,  sell  or  switch  any  mutual  fund,  see  for  yoursf  If  why  each 
month  over  12,000  investors,  brokers  and  money  managers,  from  every 
state  and  48  foreign  nations,  rely  on  FUNDSCOPE,  the  new  mutual  fund 
bible,  to  help  point  the  way  toward  profitable  investing. 


SPECIAL  OFFER: 


Send  just  $11  and  receive  a  3  month  subscription  to  FUNDSCOPE  which 
includes: 

^  The  March  issue  which  features  exclusive  annual  performance  rank- 
ings for  each  year  back  to  1960.  At  a  glance  you  can  see  the  TOP  25  and 
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THE  MARKET  OUTLOOK 

by  SIDNEY  B.  LUR4E* 


This  New  Phase 


There  have  been  three  separate 
phases  of  investment  thinking  since 
World  War  II,  each  of  which  had 
a  significant  impact  on  stock-price 
trends.  The  first  was  from  1946  to 
about  the  mid-Fifties,  when  the  empha- 
sis was  on  basic  companies,  for  every 
security  buyer  was  concerned  about 
corporate  solvency.  After  the  con- 
sumer and  capital  goods  boom  of  the 
mid-Fifties,  the  growth-stock  concept 
came  into  flower  as  a  result  of  the 
realization  that,  while  the  economy 
might  plateau,  there  were,  neverthe- 
less, companies  which  had  the  promise 
of  above-average  earnings  growth.  Last 
year  a  third  change  in  investment  at- 
titudes occurred,  with  the  emphasis 
on  "performance"  or  on  managing 
money  to  its  greatest  capabilities. 

Obviously  there  is  nothing  wrong 
with  attempting  to  obtain  an  above- 
average  return  on  capital.  This  is  the 
key  to  any  investment  policy.  But  per- 
formance is  seldom,  if  ever,  gained 
via  turnover.  The  major  investment 
successes  have  come  about  through 
early  recognition  of  a  new  trend.  Fur- 
thermore, 1962  highlighted  the  fact 
that  price  cannot  be  disregarded  in  a 
search  for  unusual  earnings  capabili- 
ties. It  also  pointed  up  the  vast  differ- 
ence between  speculating  in  a  small 
untried  company  and  buying  a  strong 
company  with  demonstrable  promise. 

Yet  the  very  nature  of  the  1967  en- 
vironment (when  European  investors 
concentrated  their  interest  in  areas 
their  companies  couldn't  duplicate  and 
our  basic  companies  didn't  have  special 
earnings  vitality  or  dynamics)  resulted 
in  human  nature  repeating  itself.  In 
other  words,  an  understandable  objec- 
tive was  carried  to  an  extreme,  and 
speculative  excesses  developed. 

Plus  Factors 

This,  in  my  opinion,  is  one  of  the 
chief  reasons  the  stock-price  pattern 
since  the  year-end  has  so  closely  re- 
sembled those  of  1966  and  1962.  In 
both  earlier  periods,  industrial  produc- 
tion, consumer  spending  and  corporate 
earnings  trended  up.  With  a  Federal 
Reserve  Board  policy,  one  of  "modest 
restraint,  very  modest,"  there  is  little 
likelihood  of  the  "crunch"  which  was 
so  disturbing  two  years  ago.  Similarly, 
fear  of  profitless  prosperity  is  contra- 
dicted   by    relatively    strong    fourth- 


quarter  earnings  and  the  prospect  of 
fheir  continuance.  Increased  volume 
means  increased  profits  in  our  mass- 
production  economy.  Furthermore,  the 
business  cycle  may  differ  from  the 
standard  forecast  and  trend  upward  in 
the  second  half. 

The  one  saving  grace  is  that  the 
supply/demand  situation  today  is  dif- 
ferent from  either  1966  or  1962.  The 
huge  growth  of  professional  invest- 
ment capital  means  a  continuing  inter- 
est in  truly  promising  companies  when 
the  price  is  right.  The  growth-stock 
concept,  as  such,  is  not  dead.  It's  too 
sound,  too  well  proven  by  time.  Con- 
sequently I'd  like  to  talk  about  some 
of  the  constructive  industry  and  cor- 
porate developments  that  have  caught 
my  attention  in  recent  weeks. 

For  example,  my  latest  checks  indi- 
cate that  January  and  February  color- 
TV  set  sales  were  surprisingly  good. 
While  total  inventories  are  higher  than 
a  year  ago.  inventory  is  much  better 
distributed  than  it  was  last  year  and  is 
actually  lower  in  terms  of  the  rate  of 
sales.  The  evidence  suggests  that  the 
industry's  hope  for  a  15% -20%  in- 
crease in  color-TV  set  sales  this  year 
can  be  realized.  While  color-tube  prices 
have  been  cut,  this  probably  won't  af- 
fect profit  margins  of  the  integrated 
companies  since  average  set  prices  are 
about  the  same  as  a  year  ago.  and  a 
major  portion  of  tube  output  is  con- 
sumed internally.  In  short,  the  1968 
earnings  trend  is  likely  to  be  good  and 
the  group  could  regain  its  past  spec- 
ulative popularity. 

This  turnabout  should  "rub  off"  on 
the  component  parts  makers,  such  as 
General  histrumer^t,  which  probably 
will  report  earnings  of  about  $2.30  per 
share  for  the  fiscal  year  ended  last 
month,  against  $2.66  on  a  pro-forma 
basis  the  previous  fiscal  year.  The  ap- 
parent earnings  decline  is  due  to 
several  factors:  the  acquisition  of  a 
company  that  is  a  major  factor  in  com- 
munity antenna  television,  an  industry 
with  an  explosive  long-term  potential; 
the  cost  of  the  company's  develop- 
ments in  integrated  circuitry,  a  divi- 
sion which  should  be  in  the  black  in 
the  coming  year;  new  plant  start-up 
costs  which  have  now  peaked.  Bearing 
in  mind  that  the  company  is  also  the 

*Mr.  Lurie  is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Josephthal  &  Co. 
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leading  manufacturer  of  color-televi- 
sion components,  that  the  set  manu- 
facturers will  not  be  "chewing  up" 
parts  inventory  this  coming  year  as  in 
the  last  one.  I  see  the  basis  for  a  20% 
earnings  gain.  Not  only  is  General  In- 
strument a  more  interesting  company 
today  than  ever  before  in  its  history 
but  the  stock  is  selling  for  roughly 
half  its  1967  high  of  86. 

In  a  different  vein — although  Gen- 
eral Steel  Industries  had  a  poor  1967. 
when  earnings  were  equal  to  SI. 41  per 
share  as  compared  with  S2.08  in  1966. 
indications  are  that  1968  will  be  a  ban- 
ner year.  The  subway  car  division, 
which  was  in  the  red  last  year  as  a  re- 
sult of  delivering  only  85  transit  and 
commuter  cars,  should  ship  400  to  500 
cars  this  year  and  contribute  respect- 
ably to  profits.  The  company  is  now 
realizing  the  benefits  of  the  consolida- 
tion of  its  castings  division  into  one 
location,  and  the  savings  are  believed 
to  be  in  excess  of  50  cents  per  share 
(before  taxes)  annually.  Also,  there  is 
a  distinct  growth  element  in  each  of 
the  company's  newer  divisions,  where 
capacity  has  been  increased  sharply, 
plants  rehabilitated,  etc.  The  theoreti- 
cal earnings  capacity  of  this  improve- 
ment and  expansion  program  ultimate- 
ly can  be  as  much  as  the  company 
earned  in  total  last  year. 

Beneath  the  Surface 

In  closing,  I  would  like  again  to 
emphasize  the  fact  that  one  of  the 
most  dramatic  shifts  in  issue  emphasis 
in  history  has  taken  place  beneath  the 
surface  of  the  stock  averages.  Stocks 
that  were  considered  "dull"  three  to 
six  months  ago  have  proven  a  success- 
ful haven  for  capital.  True,  multidi- 
rectional markets  are  not  new.  The 
Dow  today  is  just  about  where  it  was 
four  years  ago,  but  there  have  been 
innumerable  individual  opportunities 
in  the  interim.  Even  so,  I  believe  this 
latest  change  points  up  the  probability 
that  the  cult  of  passing  paper  from  one 
hand  to  another  at  successively  higher 
multiples  is  over.  And  it  reflects  the 
fact  that  the  complexion  of  the  econo- 
my may  be  changing,  that  the  coming 
dynamics  may  be  in  unexpected  places. 

Stock  prices  are  "made"  by  psychol- 
ogy as  well  as  by  statistics.  Currently, 
speculative  sentiment  is  being  damp- 
ened by  Vietnam,  for  increased  defense 
spending  would  compound  already  ex- 
isting strains.  The  chief  issue  may  not 
be  whether  there  eventually  will  be 
negotiations,  but  who  will  have  the 
right  to  dictate  the  terms.  The  threat 
of  an  escalation  that  would  weaken 
the  world  monetary  system,  or  so  dis- 
tort the  economy  that  controls  are 
needed,  may  not  be  as  obvious  as  in- 
dicated at  first  glance.  ■ 
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Enclosed  is  $10,  plus  appropriate  iax.  Enter  my  4  week  Trial  Subscription  to  computerized 
Chartcratt  Weekly  Service,  including  as  a  Bonus  the  112-page  book,  "Chartcraft  Method 
of  Point  &  Figure  Trading." 

Name 


Address. 


City. 


State 

□  Send  book  only.  I  enclose  $3.95  plus  tax,  postpaid. 
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Investments  Geared  to  America's  Future 


JOHNSTON 

MUTUAL  FUIVD 

for  investors  seei<ing  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Managed  by 
Douglas  T.  Johnston  &  Co.,  Inc. 

Investment  Counsel 
Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund  Inc. 
230ParkAve.,N.Y.C.  10017    Dept.  C 
Phone:  (212)  679-2700 


NAME  . 


ADDRESS . 


Growth 
industry 


A  MUTUAL 

FUND 

INVESTING 

Al»^^^^  IN  COMMON 

snareSpinc.  stocks 


You  Buy  Direct 


CIS  HAS  NO  SALESMEN... pays  no  commissions 

Prices:  Net  Asset  Value  per  share  plus  3% 
on  investments  under  $2000,  graduating 
dow^n  to  1%  on  $25,000  or  more. 

Mail  coupon  below  for  copy  of  prospectus. 


■  Growth  Industry  Shares,  Inc.,  Room  1000-0  ^ 
6  N.  Michigan  Ave.,  Chicago,  III.  60602     H 

■  Name ^_ 
Address H 


I 


State- 


-2rP_ 


INVEST  $10.00 

For  one  year  of  OVER-THE-COUNTER 
SECURITIES  REVIEW,  only  monthly  maga- 
zine on  unlisted  stocks.  Special  features  and 
departments,  current  data  on  hundreds  of 
companies.  Also  highlights  new  issues  and 
companies  with  growth  potential.  Many 
other  sections  of  top  interest  to  investors, 
including  broker  report  service.  For  half- 
y3ar  subscription  (6  issues)  send  only  $6.00. 
Send  your  check  to: 

OVER-THE-COUNTER 
SECURITIES  REVIEW 

Dept.  12  Jenkintown,  Pa.  19046 

P.S.  For  your  postpaid  1967-68  copy  of  the  OTC 
Handbook,  send  an  additional  $10.00.  This  fur- 
nisties  basic  financial  information  on  nearly  1 ,500 
OTC  companies. 


The  Funds 


(Continued  from  page  87) 

are  no  longer  pushed  .by  brokers. 

Brokerage  fees  on  the  initial  of- 
ferings of  the  fuHds  ranged  up  to 
8V2%,  a  far  cry  from  the  1%  or  so 
that  the  shares  yield  in  commissions 
now  that  they  are  traded  on  the  New 
York  Stock  Exchange.  The  one  ex- 
ception is  Putnam  Duofund,  an  over- 
the-counter  stock  that,  significantly, 
is  selling  at  a  slight  premium. 

"I  think  that  our  being  over-the- 
counter  has  something  to  do  with 
this,"  says  George  Putnam,  president 
of  Duofund.  "A  fund  tends  to  be- 
come an  orphan  if  listed  on  an  ex- 
change; but  in  over-the-counter  trad- 
ing, someone  has  to  make  a  market 
for  the  shares.  It  boils  down  to 
whether  someone  is  taking  an  in- 
terest or  not."  Gemini's  executive 
vice  president,  John  C.  Bogle,  agrees: 
"When  the  dual  funds  were  intro- 
duced, everyone  was  enthusiastic. 
Now  there  is  a  lack  of  interest  by 
both  investors  and  brokers.  As  for 
Putnam's  market  price,  maybe  over- 
the-counter  trading  is  better  for  this 
kind  of  stock."  One  thing  is  certain: 
Over-the-counter  spreads  are  greater 
than  exchange  commissions. 

Although  the  investor  who  bought 
at  a  dual  fund's  offering  price  a  year 
ago  may  be  disappointed,  he  shouldn't 
be  surprised.  Dual  funds  have  sold  at 
discounts  for  the  past  three  years  in 
Canada  and  England,  and  Forbes 
suggested  {Feb.  1,  1967)  that  they 
would  probably  sell  at  discounts  here 
once  brokers  were  not  getting  the  high 
commission  rate.  With  the  initial  buy- 
ers having  suffered  the  effect  of  the 
discounts,  it  could  be  that  both  income 
and  capital  shares  are  now  good  values. 

With  the  current  discounts,  the  dual 
funds  present  an  intriguing  leverage 
situation.  For  example,  a  capital  share- 
holder whose  initial  net  asset  value  is 
$10  gets  the  capital  gains  from  another 
$10  share,  so  he  has  100%  leverage; 
if  he  buys  at  a  15%  discount,  he  pays 
$8.50  per  share  and  gets  the  benefit  of 
an  extra  $11.50,  a  135%  leverage; 
and  if  he  buys  on  margin  (borrowing 
30% ),  he  pays  $5.95  and  has  an  extra 
$14.05  working  for  him,  a  leverage  of 
236%. 

This  leverage  does  no  good,  of 
course,  if  asset  value  stays  the  same 
or  if  the  discount  holds.  But  the  dual 
funds  have  one  big  advantage  over 
other  closed-end  funds,  which  also 
commonly  sell  at  a  discount.  The 
duals  have  specific  life  spans,  and  as 
they  near  the  end  of  those  spans,  the 
discounts  will  disappear. 


SCOUT  FOR  INSTITUTIONS 

G.  Sterling  Grumman  has  built  up 
a  highly  profitable  brokerage  business 
by  eliminating  from  his  firm  most  of 
the  operations  usually  associated  with 
tliat  business.  G.S.  Grumman  &  As- 
sociates has  no  salesmen,  no  back 
office  to  speak  of  and  no  underwriting 
departments.  It  doesn't  solicit  new  ac- 
counts. In  fact,  since  the  firm  began 
four  years  ago,  it  has  dropped  some 
accounts.  Perhaps  the  most  peculiar 
thing  about  Sterling  Grumman's  bro- 
kerage firm  is  that  it  doesn't  publicly 
recommend  any  stocks  to  buy  or  sell. 
While  most  brokers  study  stocks  for 
the  sole  purpose  of  eventually  selling 
them  to  their  customers,  G.S.  Grum- 
man studies  only  the  stock  which  its 
customers  already  own. 

The  Big  Ones.  With  the  limited 
brokerage  service  offered,  it's  a  won- 
der G.S.  Grumman  has  any  custom- 
ers at  all.  But  in  fact  Grumman's  list 
of  customers  includes  some  of  the 
largest  financial  institutions  in  the 
country.  The  mutual  funds  are  rep- 
resented by  such  names  as  Dreyfus, 
IDS,  Wellington,  Waddell  &  Reed;  pri- 
vate partnerships  by  City  Associates; 
insurance  companies  by  Prudential  and 
Paul  Revere;  the  banks  by  Bankers 
Trust  and  U.S.  Trust;  investment  ad- 
visers by  Scudder,  Stevens  &  Clark  and 
Thorndike,  Doran,  Paine  &  Lewis. 

To  build  up  a  list  like  that,  Grum- 
man must  have  retained  at  least  one 
brokerage  service  that  top-notch  insti- 
tutions are  willing  to  pay  for.  Indeed 
he  has.  "Research  is  the  nucleus  of  our 
whole  operation,"  says  President 
Grumman,  "whereas  in  most  broker- 
age firms  it's  just  an  expensive  over- 
head item."  But  why  should  institu- 
tions, most  of  which  have  their  own 
research  departments  and  experienced 
security  analysts,  pay  for  the  services 
of  a  G.S.  Grumman  &  Associates?  Be- 
cause, Grumman  claims,  his  research 
is  based  not  only  on  the  traditional 
methods  of  security  analysis,  but  also 
on  a  "feel"  for  the  companies  it 
analyzes.  These  include  a  limited 
number  of  electronic,  aerospace  and 
computer  firms  like  IBM,  Varian  As- 
sociates. Sperry  Rand,  Perkin-Elmer — 
25  in  all.  A  "feel"  for  a  company  is 
not  just  a  nebulous  term  to  describe 
consistently  lucky  educated  guesses  on 
the  long-  and  short-term  prospects  of 
a  company  as  an  investment  possi- 
bility; rather  it  is  the  intimate  knowl- 
edge of  a  company's  management, 
operations  and  markets  that  is  devel- 
oped after  a  company  and  its  man- 
agement have  been  scrutinized  thor- 
oughly and  carefully  for  a  long  period 
of  time. 

"Normally  the  analyst  tries  to  do  a 
job  of  market  research  and  after  having 
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CONGLAAfOl/RATES 

(CONGLOMERATES  and   GLAMOUR  STOCKS) 

BARGAINS  AHEAD  OR  BAIL  OUT  NOW? 

;OM-STAT*  Subscribers  were  sent  a  Bulletin-Flash  advisory  on  a  critical  marl<et  situation 
elative  to  each  of  the  15  conglomerate-glamour  issues  listed  below. 


Which  show  little  promise  of  recovery? 

Which  may  soon  be  bought  for  rebound  gains? 


Alloys  Unlimited 
Gulf  &  Western 
Ling-Temco-V 
Kidde  (Walter) 
Control  Data 


Raytheon 

Polaroid 

Ogden 

Teledyne 

Stelma 


Xerox 

IBM 

Litton 

EG&G 

XTRA 


lee  how  the  advanced  computer  technology  of  Spear 
I  Staff  was  employed  to  produce  a  Current  Situation 
able  comparing  and  projecting  growth  rates,  P/E 
atios  and  industry's  activity  outlook  for  all  of  these 
C0NGLi4M0U«ATES". 

lOM-STAT  Ratings  have  been  following  this  develop- 
ig  situation  from  the  very  beginning  .  .  ,  now  let  their 
omplete  comparative  Report  introduce  you  to  the 
ibjective  analytical  capability  of  the  COM-STAT 
5chnique. 

"his  timely  Report  will  be  sent  to  you  as  a  BONUS  with 
1  $10  Introductory  Trial  Package  to  COM-STAT.  In 
ddition  to  the  "CONGL>»/WOUf?ATES"  Report,  your 
■ackage  includes: 

•  The  latest  computer  ratings  on  450  stocks  selected 
from  a  field  of  over  4,000  issues. 

•  Ratings  comparing  BOTH  the  fundamental  and 
technical  factors  in  each  of  these  stocks  in  the 
current  market. 

•  The  latest  computer  ratings  of  70  Industry  Groups 
including  the  top-rated  stocks  in  each  group. 

Full  details  on  test  results  made  by  applying  COM- 
STAT  Stock  Ratings  to  THREE  automatic  buy- 
sell  plans. 

•  COM-STAT's  measurement  of  today's  stock  market 
with  advice  for  the  period  ahead  .  .  .  including  its 
Forecasting  Lines,  closely  watched  to  help  deter- 
mine coming  market  trends. 

•  The  latest  COM-STAT  Stock  Comments,  with 
growth-channel  projections  on  carefully  selected 
top-rated  issues. 


•  Specific  instructions  on  how  to  apply  COM-STAT 
to  growth,  income  or  speculative  portfolios. 

Send  $10  now  for  your  up-to-the-minute  introduction 
to  this  remarkably  effective  computer-based  invest- 
ment technique  .  .  .  plus  the  BONUS  report  on  "CON- 
GL>»/WOL/RATES." 

*COM-STAT   (Computer  Stock   Timing   and   /Inalysis 
Technique) 


COM-STAT 

a  division  of  SPEAR  &  STAFF  INC. 

Dept.  CF315 

BABSON  PARK,  IVIASS.  02157 

Yes,  here  is  my  $10  {refunded  in  full  if  I  am  not  completely  satis- 
fied and  fully  credited  if  I  decide  to  become  a  member).  Please 
send  me  the  BONUS  Report  on  "C0NGL4/W0t/RATES,"  plus  the 
56-page  Introductory  Trial  Package  containing  COM-STAT's  latest 
findings  and  advices  on  stocks  in  the  current  market. 

D  Check  here  to  receive  ALL  of  the  above  as  a  Bonus  with  a  90 
day  Guest  Membership  at  $95  ($90  if  payment  is  enclosed; . . . 
a  $125  value. 


NAME 


ADDRESS 

CITY 

(For  new  readers  only  . 


STATE  ZIP. 

.  not  assignable  without  your  consent.) 


Q  Check  here  if  you  are  an  investor  with  more  than  $15,000  in 
the  market  and  would  like  to  be  informed  about  Spear  Invest- 
ment Management.  No  obligation. 
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GROUP  OF  MUTUAL  FUNDS 


LOTV 


D 


emphasizes     possible     long-term     capital 


FIDELITY   FUND 

growth  and  income. 
I     I    PURITAN    FUND— emphasizes  investment  income. 

□  FIDELITY    CAPITAL    FUND- emphasizes  capital  apprecia 
tion  possibilities. 

□  FIDELITY    TREND    FUND —emphasizes  capital  growth  pos- 
sibilities through  interpretation  of  market  and  economic  trends. 

n  DOW  THEORY  INVESTMENT  FUND,  INC.  — 

emphasizes  capital  growth  possibilities,  conservation  of  capital 
and  income,  consistent  with  the  primary  objectives  of  the  Fund, 
through   interpretation  of  the  Dow  Theory. 

Free  Prospectus  available  from  your  investment  dealer  or  check  fund(s) 
above  and  send  this  coupon  to:  Dept.  FO 

THE  CROSBY  CORPORATION,  225  Franklin  St.,  Boston,  Mass.        02110 

Name 


I    Address- 
L 


_City_ 


_State_ 


-Zip    Code- 


0 


PUBLIC  SERVICE  ELECTRIC  AND  GAS  COMPANY 

QUARTERLY  DIVIDENDS 

The  Board  of  Directors  has  declared 
the  following  dividends  for  the  quar- 
ter ending  March  31,  1968: 


Dividend 

Class  of  Stock 

Per  Share 

Common 

.40 

$1.40  Dividend 

Preference  Common 

.35 

Cumulative  Preferred 

4.08%  Series 

$1.02 

4.18%  Series 

1.045 

4.30%  Series 

1.075 

5.05%  Series 

1.2625 

5.28%  Series 

1.32 

INITIAL  DIVIDEND 

The  Board  of  Directors  has 
declared  an  initial  divider 
$2.0212  for  the  period  Decem-  ) 
ber  14, 1967  to  March  31. 1968on  ( 
the  6.80%  Cumulative  Preferred  \ 
Stock.  j 


I 

3S  also/ 
3nd    of  I 


Payable  on  or  before  March  30, 
1968  to  stockholders  of  record 
March  1.  1968. 


Payable  on  or  before  March  30. 
1968  to  stockholders  of  record 
March  15,  1968. 

MALCOLM  CARRINGTON,  JR. 
Secretary 


PUBLIC  SERVICE  ELECTRIC  AND  GAS  COMPANY 

SERVING  NEW  JERSEY/LAND  OF  AMAZING  ADVANTAGES 


Baltimore,  Maryland  21203 

The  Board  of  Directors 
of  United  States  Fidelity 
and  Guaranty  Company 
voted  a  dividend  of  fifty 
cents  a  share,  payable 
April  30,  1968,  to  stock- 
holders of  record  at  the 
close  of  business  March 
22,    1968. 

WILLIAM    R.    PHELAN 
Vice    President-Treasurer 
and  Secretary 
Feb.  28.   1968 


E.  I.DUPONTdeNEMOURS  &  COMPANY 


I 


Wilmington,  Del.,  Februory  19,  1968 

The  Boord  of  Directors  has  declared  this 
day  regular  quarterly  dividends  of  $1 .1  2'/; 
a  shore  on  the  Preferred  Stock  —  $4.50 
Series  ond  BJVti  o  share  on  the  Preferred 
Stock  —  $3.50  Series,  both  payable  April 
25,  1968,  to  stockholders  of  record  ot  the 
close  of  business  on  April  10,  1968;  also 
$1 .25  a  share  on  the  Common  Stock  os  the 
first  quarterly  interim  dividend  for  1968, 
poyoble  Morch  14,  1968,  to  stockholders 
of  record  at  the  close  of  business  on  Feb- 
ruary 28.   1968. 

H.  T.  Bush,  Jr.  Secretary 


Grumman   of   Grumman 

done  a  careful  job  of  that  he  tries  to 
pick  a  company  that  does  the  best 
based  on  return  on  sales,  etc.,"  says 
Sterling  Grumman.  "But  I  feel  that 
you  have  to  live  with  a  management 
for  a  considerable  time  so  that  you 
understand  what  they  actually  mean 
when  they  say  something.  A  balance 
sheet  and  a  lot  of  figures  can  only  tell 
you  so  much. 

"There  are  a  lot  of  people  who  come 
in  and  spend  three  or  six  months  on 
a  company  and  become  sort  of  90-day 
wonders,  but  it's  out  of  the  context 
of  time  and  it  seems  to  me  only  over) 
the  context  of  time  can  a  manage 
ment  be  proven."  For  that  reason 
G.S.  Grumman  &  Associates  will  not 
add  a  company  to  its  service  coverage 
list  until  it  has  a  minimum  of  two 
years  contact  with  it. 

Sterling  Grumman's  personal  con- 
tacts with  many  of  the  managements 
in  the  companies  he  follows  dates 
back  to  the  mid-Fifties.  Then,  as  an  in- 
vestment analyst  for  J. P.  Morgan  & 
Co..  he  first  became  interested  in  the 
growth  possibilities  of  high-technology 
stocks.  Because  of  his  long  association 
with  such  companies  he  claims  to  be 
able  to  bridge  the  financial  credibility 
gap  more  easily.  In  other  words  Grum- 
man knows  management  well  enough 
to  know  to  what  extent  one  can  believt 
they  will  come  through  with  such 
things  as  their  estimated  year-end  earn|n 
ings. 

"Sometimes  I  have  to  look  at  i  i 
company  with  a  jaundiced  eye,"  say!* 
Grumman.  "They  are  consistentlj  fj 
overestimating.  But  sometimes  it's  th«ini 
other  way  around."  When  institution! 
hold  thousands  of  shares  of  a  com 
pany  stock,  this  kind  of  information  i: 
extremely  valuable.  Institutions  pa; 
well  for  that  information  by  routing* 
certain  percentage  of  their  brokeragl 
business  through  G.S.  Grumman.  Tb 
commissions  received  from  the  stofj 
transactions  are  accepted  in  lieu  of  1 
flat  consultant's  fee. 


ti: 


Grumman  maintains  a  steady  con- 
ict  with  the  various  companies  it 
jvers — sometimes  calls  to  manage- 
lents  are  made  as  frequently  as  every 
ay.  But  management  contacts  are  not 
ist  limited  to  the  treasurer  or  the 
Liblic  relations  man,  as  it  is  with 
lany  of  the  institutional  analysts, 
hey  cover  the  range  from  the  top  man 
own  to  the  engineer  or  scientist  who 
jveloped  the  new  product.  At  times 
iformation  is  more  valuable  depend- 
ig  on  where  it  comes  from  than  on 
hat  it  is.  Also  Grumman  is  hkely  to 
;t  more  information  about  a  com- 
iny  than  any  single  institutional 
lalyst.  Since  its  stockholders  include 
lany  of  the  large  institutions,  the 
esident  of,  say,  an  RCA,  could  save 
me  by  telling  the  whole  story  of  a 
;w  development  once  to  Grumman 
id  having  it  relayed  accurately.  This 
nds  to  avoid  a  constant  repetition  of 
le  same  fact  to  each  of  the  institu- 
3ns  which  tends  to  become  more 
iperficial  with  each  telling. 
It's  Who  You  Know.  Sterling  Grum- 
an  explained  how  a  "feel"  for  a 
)mpany  works  in  practice.  "Several 
onths  ago  there  were  rumors  flying 
ound  about  problems  Litton  Indus- 
ies  was  having  in  two  major  areas, 
'e  knew  exactly  who  we'd  have  to 
Ik  to  in  order  to  get  to  the  bottom 
■  the  rumors.  So  we  went  right  to 
e  people  in  the  two  groups  con- 
irned.  We  found  out  that  the  rumors 
ere  erroneous  but  in  talking  to  the 
:ople  we  unearthed  other  problems, 
here  were  problems  all  right  but 
itsiders  were  looking  in  the  wrong 
ace.  Because  we  knew  the  company 
id  where  to  go  we  discovered  the 
al  fire  and  passed  that  information 
1  to  our  customers." 
Now  that  Grumman  has  capitalized 
1  the  research  end  of  the  brokerage 
jsiness,  he  plans  to  get  into  some  of 
e  brokerage  operations  he  has  con- 
stently  by-passed.  "Im  afraid  our 
"okerage  service  has  been  much  more 
issivc  than  active.  As  brokers,  which 
what  we  legally  are,  there's  a  lot  we 
)ul(3  do  with  our  capital  of  knowhow 
id  contacts. 

"Grumman  should  be  doing  more 
ock  business,  recommending  sales, 
oking  at  smaller  companies  in  our 
dustry,  but  we  don't  have  the  peo- 
e  yet.  I'd  also  like  to  add  invest- 
ent  banking  functions  to  our  present 
rvice  and  get  into  merger  and  ac- 
lisition  work.  Our  knowhow  and 
intact  with  the  high-technology  in- 
istries  is  our  bow  so  to  speak.  I'd 
Le  to  add  some  new  strings  to  that 
>w."  In  any  case,  Grumman  has  al- 
ady  taken  good  advantage  of  the 
ct  that  the  institutions  have  become 
ore  performance-minded.  Any  new 
rvices  will  be  so  much  gravy.  ■ 


dynamic  new  breed  mutual  funds 

GIVE  YOU  EXCITING  CAPITAL  GROWTH  — F/»ST/ 


AGGRESSIVE 

GROWTH 

FUNDS 

REPORT 


AGFR  latest  12  months'  27-fund  average  more 
than  DOUBLE  the  DOW-JONES  INCREASE! 


Send  $1.  for  unbiased 
monthly  report  while 
special  subscription 
rates  are  available. 
PLUS  .  .  .  survey  of  5 
fastest  growing  NO- 
LOAD  FUNDS  in 
America. 


Charles  H.  Thomas  Co.,  Dept.  Fl 

Box  667 

Los  Altos,  California  94022 

Enclosed  is  $1.  for  current  copy  of  Aggressive  Growth 
Fund  Report  PLUS  survey  of  "5  Fastest  Growing  No- 
Load  Funds  in  America." 


Nome 


Address  . 

Citv 


Slate 


ZIP. 


ELECTRONIC  SPECIALTY  CO. 

A  Special  Situation 

We  have  prepared  an  in-depth  study  of  ELS'  current  position 
and  potential  for  outstanding  future  growth.  A  multi-divisional 
manufacturer  serving  the  air  transportation,  electronics  and 
heating  and  air  conditioning  industries,  the  company's  sales 
during  the  last  decade  have  increased  from  $4  million  to  more 
than  $110  million.  ELS  now  operates  with  11  decentralized  di- 
visions under  three  groups.  .  .  .  Materials  Technology,  Elec- 
tronics and  Space  Conditioning, 

To  obtain  free  quantities  of  this  report,  please 
address  the  undersigned  on  your  letterhead. 


NORTH'S  NEWS  LETTER 

AND 

SPECIAL  REPORTS 

Post  Office  Box  6,  Tiburon,  Calif.  94920 

In-depth  independent  reporting  on  special  situations.  Four-month  trial 
subscription  for  twice  monthly  news  letters  and  special  reports:  $15.00 


Do  YOU 
KNOW... 

that  you  can  retain  the 
services  of  your  own 
experienced  investment 
consultant  for  only  ^180 
a  year? 


Do  you  know  that  this  man  is  a  member  of 
an  organization  that,  for  over  64  years,  has 
been  helping  people  manage  their  invest- 
ment portfolios? 

HERE  IS  WHAT  BABSON'S  INVESTMENT 
ADVISORY  SERVICE  CAN  DO  FOR  YOU 

•  As  a  Babson  client,  you  will  have  Invest- 
ment consultation  privileges  with  your  own 
Babson  Consultant.  You  may  contact  him 
either  by  mail,  'phone,  wire,  or  in  person. 
He  will  give  you  specific  unbiased  action 
advice.  His  recommendations  to  you  will 
be  based  on  the  combined  findings  of 
Babson's  Research  Department  and  In- 
vestment Committee. 

•  A  complete  analysis  of  your  estate  and 
portfolio  will  be  made  by  a  team  of  invest- 
ment specialists,  who  will  set  up  a  program 
in  line  with  your  objectives. 

•  Your  registered  securities  will  be  under 
continuous  study  by  Babson's  Research 
Department,  and  you  will  be  automatically 
notified  whenever  we  think  changes  in  the 
Market  picture  require  your  immediate 
attention. 

•  Every  Monday  morning  you  will  receive 
an  informative  bulletin  to  keep  you  up  to 
date  on  Market  situations  and  investment 
news. 

Remember,  Babson's  is  not  merely  a 
bulletin  service,  but  an  individualized  in- 
vestment advisory  service.  It  has  effec- 
tively served  thousands  of  investors  over 
the  last  half-century. 

If  your  portfolio  amounts  to  $7500  or  more, 
we  may  be  able  to  be  of  great  benefit  to 
you.  Wouldn't  it  add  to  your  peace  of  mind 
knowing  that  your  investment  decisions 
were  being  guided  by  one  of  the  country's 
oldest  and  largest  Investment  Advisory 
Organizations? 

ACT  NOW!  Mail  the  coupon  below  for  a 
free  brochure  which  explains  in  detail  how 
Babson's  might  help  you  to  BUILD  & 
PROTECT  your  Investment  Portfolio. 


Please  send  me  your  free  brochure  on  Bab- 
son's Investment  Advisory  Service. 


Name 
Street_ 
City 


_State 
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mm 
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BABSOJN'S  REPORTS  lao. 

WELLESLEY  HILLS,  MASS.  02181 
DEPT.  F-251 


(Continued  from  page  10) 

Trends 

&  Tangents 


More  Profits  in  Plywood?  Lum- 
ber companies,  most  of  whose  prof- 
its have  dropped  in  the  past  two 
years,  hope  so.  Their  main  trouble 
is  the  ailing  housing  industry,  which 
u.ses  nearly  60%  of  plywood  out- 
put. The  lumber  industry  succeeded 
in  increasing  the  use  of  plywood  in 
the  average  new  house  from  500  sq. 
ft.  in  1950  to  5700  sq.  ft.  in  1967 
but  fell  victim  to  overcapacity  when 
housing  starts  sagged.  A  secondary 
sore  spot  is  price  competition  for 
raw  timber  from  the  Japanese,  who 
are  enjoying  a  third  boom  year  in 
housing.  The  industry  wants  the 
Federal  Government  to  curb  ex- 
ports of  timber  from  public  lands 
but  also  hopes  for  a  federally  sup- 
ported housing  boom.  "If  the  Pres- 
ident's recommendations  for  public 
housing  go  through,"  says  one  lum- 
berman, "these  sick  companies  will 
get  well  damn  fast." 

Where  to  Land?  The  general  avi- 
ation industry — everything  except 
military  and  airline  planes — isn't 
quite  pushing  the  panic  button  yet, 
but  it's  very  worried  about  demands 
in  Congress  and  elsewhere  that  pri- 
vate planes  be  banned  from  the 
nation's  major  airports.  In  its  de- 
fen.se,  the  industry  argues  that  the 
commercial  airlines  serve  only  6% 
of  the  nation's  airports  and  that 
small  planes  are  necessary  to  get  to 
most  places.  It  is  urging  that  addi- 
tional runways  and  satellite  airports 
be  built  in  such  airline-served  cities 
as  New  York  and  Chicago,  with  the 
Government  footing  the  bill. 

North  American  Bird.  The  Aero 
Commander  Division  of  North 
American  Rockwell  Corp.  is  so 
happy  with  last  year's  "Tough 
Birds"  pitch  for  selling  small  air- 
planes that  it  will  name  most  of  its 
1968  models  after  birds.  Among  the 
Commander  flock  coming  out  this 
year  are  the  Shrike,  the  Lark,  the 
Darter,  the  Thrush,  the  Quail,  the 
Sparrow,  and  the  Snipe,  with  more 
birds  to  follow. 

Bad  News.  The  television  indus- 
try is  bracing  itself  for  a  spate  of 
bad  publicity  this  spring.  The  Sen- 
ate will  hold  hearings  to  determine 
whether  color  TV  emits  dangerous 
radiation.  To  a  man,  top  TV  execu- 
tives believe  that  the  danger  has 
been  blown  all  out  of  proportion. 


Greater 

future  income 

can  be  the  goal 

of  a  $5,000  portfolio 

.     placed  under 

management  now 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan. 
It  has,  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000-on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  $100  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 10-year"performance  record,"  and  how 
it  may  help  you  now, simply  write  Dept.  S-81 

THE  Danforth  Associates 
Wellesley  hills,  Mass.,  u.s.a.  ouSi 

Investment  Management    .    Incorporated  1936 


T.  ROWE  PRICE 
GROWTH  STOCK 
FUND.  IMC. 

.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 


I   T.  Rowe  Price  Growth  Stock  Fund,  Inc.  | 

I    One  Charles  Center.  Dept.  B 
Baltimore,  Md.  21201  Phone  (301)  539-1992 
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that  color  TV'  is  completely  safe, 
and  that  they  will  be  vindicated. 
Nonetheless,  it  is  bound  to  hurt 
sales  at  least  temporarily.  If  legisla- 
tion is  passed,  it  could  saddle  manu- 
facturers with  added  costs.  Also 
there  is  the  possibility  of  mandator\' 
labels  warning  people  to  sit  some 
distance  away  from  their  sets. 

Psychological  Warfare?  For  years 
now,  the  mutual  fund  industry  has 
been  steeling  itself  for  an  expected 
— and  often  announced — invasion 
by  Sears,  Roebuck  &  Co.'s  huge 
Allstate  Insurance  subsidiary.  But 
the  invasion  has  never  come.  Will 
it?  "It's  in  our  bailiwick,  in  our 
scheme  of  things."  says  Allstate 
Chairman  Judson  Branch.  "It's  an 
insurance  type  of  thing.  It  has  a 
place  in  any  individual  financial 
program."  But,  when?  Branch  won't 
say.  He  merely  shrugs  and  says: 
"When  we  do  bring  it  out,  we  will 
bring  it  out  in  connection  with  life 
insurance." 

Bad  for  You.  Too  much  alcohol 
can  be  fatal.  According  to  Metro- 
politan Life,  alcohol  is  involved  in 
the  following  fatal  home  accidents: 
209c  of  asphyxiations,  25%  of  fire 
deaths,  20%  of  falls  from  stairs, 
and  20%   of  drownings. 


WASHINGTON 


Help  Yourself.  Self-employed  in- 
dividuals are  responding  enthusi- 
astically to  the  greater  tax  break  on 
retirement  contributions  which  be- 
came effective  Jan.  I,  1968  under 
the  Keogh  bill.  The  maximum  de- 
duction is  now  S2,500  instead  of 
the  old  $1,250.  The  Internal  Rev- 
enue Service  notes  that  plan  appli- 
cations for  the  first  three  quarters 
of  1967.  anticipating  the  new  rates, 
were   up  about   300%    over    1966. 

One  More  Try.  President  John- 
son's Congressional  message  on 
health  early  this  month  brought  up 
a  sad  fact.  After  more  than  a  decade 
of  exhortation  from  their  govern- 
ment. Americans,  and  especially  the 
youngsters,  are  still  not  getting 
enough  exercise.  "In  tests  of  phy- 
sical strength  and  stamina,  Ameri- 
can children  still  score  substantially 
lower  than  children  in  other  coun- 
tries," the  report  said.  To  escalate 
the  battle  against  flab,  the  Adminis- 
tration is  expanding  the  President's 
Council  on  Physical  fitness,  with 
Vice  President  Humphrey  as  its 
chairman.  The  committee's  plans: 
Still  more  exhortations. 


AMERICA'S  FIRST  TOBACCO  MERCHANTS 


Cigarettes 


KENT 

NEWPORT 

TRUE  FILTERS 

TRUE  MENTHOL 

OLD  GOLD  FILTERS 

SPRING  lOO't 

OLD  GOLD  STRAIGHTS 

Smoking  Tobaccos 

INDIA  HOUSE 

LUXEMBOURG 

BRIOGS 

BURGUNDY 

UNION  LEADER 

FRIENDS 


Little  Cigars 


BETWEEN  THE  ACTS 

MADISON 

OMEGA 


Cigars 


ERIK 

Chewing  Tobaccos 

BEECH-NUT 
BAGPIPE 
HAVANA  BLOSSOM 

Turkish  Cigarettes 

HELMAR  FILTERS 
MURAD 


DIVIDEND   NOTICE 

Regular  quarterly  dividend  of  $1.75  per  share  on  the  Preferred 
Stock  and  regular  quarterly  dividend  of  $.625  per  share  on  the 
outstanding  Common  Stock  of  P.  Lorillard  Company  have  been 
declared  payable  April  1,  1968,  to  stockholders  of  record  at  the 
close  of  business  March  4,  1  968.  Checks  will  be  mailed. 

G.  O,  DAVIES, 
N*w  York,  ftbruorr  27,  I96«.  fxecuf/ve  V/ce  Presideftf 
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CONVERTIBLES 

278  convertible  bonds  and 

177  convertible  preferred  stocks 

now  currently  traded  can  be  Ignored  by 
an  Investor  only  to  his  own  detriment.  In 
many  cases  an  intelligently  selected  con- 
vertible can  sharply  limit  risk  on  the  down- 
side, while  providing  just  as  much  appre- 
ciation OS  the  common  on  the  upside. 

Let  our  R.  H.  M.  Convertible  Survey — 
one  of  the  largest  convertible  services  in 
the  country,  and  subscribed  to  by  bankers, 
brokers  and  institutions  throughout  the 
investment  world — tell  you  the  whole 
story  of  the  convertible  bond  and  con- 
vertible preferred  stock  and  outline  a 
method  by  which  you  can  profit  from 
the   455   convertibles   currently   traded. 

A  valuable  descriptive  folder  is  avail- 
able to  you  free  on  request  and  will  be 
sent  without  any  obligation.  Just  mail  this 
ad  with  your  name  and  address  to  "Con- 
vertibles" Dept.  F-19,  R.H.M.  Associates, 
220  Fifth  Ave..  New  York.  N.Y.  10001. 
Send  today! 
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READY  TO 
INVEST? 

^^_  ^_   Get  the  facts  on  tt»e 

OCeyston  e 

FUNDS 


Keystone  Funds  are  mutual  funds 
whose  Investment  goals  are  cur- 
rent Income  or  possible  grovvrth. 
For  FREE  prospectus  and  descrip- 
tive material  see  your  Investment 
dealer  or  use  coupon  below. 

The  'K'EYSTONi"cOM*PANY 

50  Congress  St.,  Boston,  Mass.  02109 
Dept.  G  77 

Name 
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.State. 
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You  can 


earn 
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regardless  of  time 
funds  remain  in  account 

Dividends 
Compounded  Daily 

on  all  accounts  as  follows: 
funds  received  by  us  by  the 
10th  of  any  month  and  held 
»     ^8?  {(J  {he  end  of  the  quarter  earn 

from  the  1st.  Funds  received  by  the  10th  of  the 
month  and  w^ithdrawn  before  the  end  of  the 
quarter  earn  from  the  date  of  receipt  to  the 
actual  date  of  v^ithdrawal.  Funds  do  not  have 
to  remain  in  the  account  a  minimum  of  3  months. 


5 


per  annum 
base  rate 

ON  ALL  ACCOUNTS 

Current  Rate 


5.1 3^» 


Equivalant  to 

per  annum  when  princi- 
pal and  dividends  remain 
In  the  account  one  year 
and  dividends  are  compounded  dally. 

On  New  Bonus  Accounts 

you  get  an  additional 

_    t     rrf     per  annum   on   accounts  held 

\l /L/O    36  months.    Bonus  accounts 

/  ^  must  be  opened   In  minimum 

amounts  of  $1,000  or  in  multiples  of  $1,000. 


Fi 


EST.  1937 


DELITY^ 

\     SAVINGS   A   LOAN   ASSOCIATION 

\      Box  1631-22    •    Glendale,  Calif.  91209 

Qr  FIDELITY   FEDERAL   SAVINGS  ' 

'  □   Pleose  send  information  about  your  savings  accounts.  . 
I   Q    Please   send    informotion    obout   your  i 

I  CHECK-A-MONTH    plan. 
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I PLEASE  PHIWT  "J 


POWER 
a  LIGHT 


Serving  in 

UTAH 

IDAHO 

COLORADO 

WYOMING 


(Continued  from  page  11) 

Sir:  Because  I  am  a  mother  of  two 
draft-age  sons,  I  cannot  sign  this  letter 
in  these  troubled  times.  Your  editorial 
expressed  tersely  and  dramatically  what 
millions  of  Americans  think. 

— A  Maryland  Mother 
Silver  Spring,  Md. 

Sir:  If  you  cannot  criticize  constructive- 
ly and  present  solutions  to  the  perplex- 
ing problems  facing  our  Secretary  of 
State,  then  possibly  you  should  not  criti- 
cize at  all. 

— William  A.  Rhea 
Los  Angeles,  Calif. 

Sir:  .  .  .  Your  poor  judgment  and 
prejudice  in  printing  such  material  sug- 
gests the  probability  of  similar  poor  judg- 
ment and  prejudice  in  the  areas  where 
I  had  assumed  your  publication  was  com- 
petent. 

— L.P.  Elliott 
Berkeley,  Calif. 

Sir:  I  would  like  to  hope  that  your 
editorial  will  start  ...  a  heart-searching 
inquiry  by  American  business  into  the 
real  meaning  of  our  involvement  in 
Vietnam. 

— Edward  C.  Sampson 
Potsdam,  N.Y. 

Sir:  A  cheap  game  of  journalism.  .  .  . 
Or  was  this  a  printing  error? 

Kenneth  G.  Scheid 
Kenneth  G.  Scheid  &  Assoc. 
Pittsburgh,  Pa. 

Sir:  Your  silence  was  golden. 

— John   McFalls 
Seattle,  Wash. 


— R.A.   Rice 


Sir:  Asinine. 
Houston,  Tex. 
With  a  Capital  "R" 


Sir:  Your  headline  (Forbes,  Feb.  15) 
referred  to  the  Penn  Central  Transporta- 
tion Co.  as  the  U.S.'  "Greatest  Realtor." 
Realtor  is  not  a  synonym  for  real-estate 
agent  or  company.  A  Realtor  is  a  person 
engaged  in  the  real-estate  business  who 
is  a  member  of  the  National  Association 
of  Real  Estate  Boards. 

— Edwin  L.  Stoll 
Director  of  Public  Relations, 
Nat.  Assn.  of  Real  Estate  Boards 
Washington,   D.C. 

A  Point  of  View 

Sir:  You  hit  a  new  low  when  you 
wasted  the  space  to  discuss  the  book 
written  by  Eliot  Janeway  (Forbes,  Feb. 
15).  Mr.  Janeway  is  a  supreme  pessi- 
mist, and  if  his  predictions  had  come 
true  in  the  past  we  would  have  been  in 
a  deep  depression  for  the  past  15  years. 
The  men  writing  your  magazine  have 
come  out  with  a  reasonably  good  pre- 


diction  on   future   business   and   market 
acton.  Janeway  is  not  in  their  class. 

— Robert  Engelbach 
Kalispell,  Mont. 

"New"  Idea— 126  Years  Old 

.Sir:  There  are  just  two  points  on  which 
I  should  like  to  comment  in  the  cruise 
article  (Forbes,  Feb.  15).  One  is  with 
regard  to  Grace  Line's  J.  Edward  Meyer's 
suggestion  that  foreign  flag  lines  have  an 
advantage  because  they  do  not  pay  taxes 
,  to  the  U.S.  Foreign  flag  lines  pay  taxes  to 
Their  respective  governments  and  do  not 
have  the  benefits  of  subsidies. 

The  other  point  is  your  failure  to 
comment  on  the  Pacific.  We  do  have  a 
lovely,  rather  large  body  of  water  out 
here.  While  we,  P&O  Lines,  are  relative 
newcomers,  having  only  entered  the  Pa- 
cific in  1954,  we  now  have  22  voyages 
calling  at  west-coast  ports  annually. 

— Warren  S.  Titls 
President, 
P&O    (North   America)    Inc. 
San  Francisco,  Calif. 

Sir:  Thank  you  for  a  splendid  article 
on  the  cruise  industry  and  thank  you, 
too,  for  promoting  me.  I  am  not  the 
traffic  manager  but  the  cruise  manager. 
The  general  passenger  traffic  manager 
for  the  French  Line  is  Mario  Geminiani 
— my  boss. 

— Pierre  Signorat 
New  York,  N.Y. 

Sir:  In  the  article  "Hotels-at-Sea" 
there  was  one  statement  which  nearly 
made  the  lenses  of  my  spectacles  pop 
from  their  battered  frames.  That  was: 
"The  man  generally  credited  with  origi- 
nating the  idea  [of  cruising]  is  the  late 
Elliot  Liman  of  the  Holland-America 
Line." 

P&O  had  its  first  go  at  cruising  circa 
1842;  and  in  1844  had  as  a  cruise  guest 
to  the  Mediterranean  one  William  Make- 
peace Thackeray,  who  wrote  about  it  in 
his  "Irish  Sketch  Book;  and  from  Corn- 
hill  to  Cairo."  He  said:  "P&O  has  ar- 
ranged an  excursion  in  the  Mediterranean 
by  which,  in  the  space  of  a  couple  of 
months,  as  many  men  and  cities  were  to 
be  seen  as  Ulysses  surveyed  and  noted  in 
ten  years."  P&O  introduced  cruising  as  a 
regular  vacation  idea  in  1889 — and  her 
fleet  has  been  cruising  ever  since. 

Troy  S.  Garrison 
Public  Relations  Director, 
P&O  Lines   (North  America)   Inc. 
San  Francisco,  Calif. 

How  Much  Is  Expensive? 

Sir:  You  published  an  extensive  arti- 
cle on  "Drugs:  An  Epidemic  of  Law 
Suits?"  (Forbes,  Feb.  I).  You  stated  that 
the  law  suits  would  be  tremendous.  While 
I  agree  that  the  law  suits  and  the  fines 
may  be  expensive,  I  believe  that  both 
sides  of  the  facts  as  to  the  costs  of  the 
damages  should  have  been  presented.  I 
am  sure  that  you  will  find  that  the  cost  to 
the  drug  companies  may  not  be  as  great 
as  that  implied  in  your  article. 

— William  H.   Price  II 
Maumee,  Ohio 
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Relative  Strength  and 

ULTRA  HIGH  VOLUME 

by  ELECTRONIC  COMPUTER 


Compustrengthi^  Report 

Ever>'  Wednesday,  the  ratio  of  the  closing 
price  of  each  NYSE  and  ASE  stock  is  talten 
against  its  moving  average  price  for  each  of 
the  lime  periods:  10.  20.  and  30  weeks.  If  a 
plus  percentage  results,  it  signifies  the  current 
price  is  above  its  moving  average  for  that 
period.  A  minus  percentage  shows  it  is  below 
Its  moving  average.  The  higher  the  plus  per- 
:entage.  the  stronger  the  stock;  the  lower  the 
percentage,  the  weaker  the  stock. 

[n  the  same  fashion  COMPUSTRENGTH  cal- 
culates the  normal  or  average  volume  of  each 
NYSE  and  ASE  stock  for  10.  20  and  .30  week 
periods  and  then  gives  the  percentage  by 
*hich  the  current  VVednesday  ciosmg  volume 
is  above  or  below  its  moving  average. 

Special  Features 

COMPUSTRENGTH  lUts  separately  the  25 
itocks  on  both  the  NYSE  and  ASE  which;  1. 
Have  the  highest  volume.  2.  The  strongest  rela- 
tive strength.  3.  The  weakest  relative  strength. 
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THOUGHTS  . . .  BUSINESS  OF  LIFE 


What  we  like  about  spring  is  that 
it  comes  when  it's  most  needed. 

— Arnold  Glasow. 


When  we  are  tired,  we  are  attacked 
by  ideas  we  conquered  long  ago. 

— Friedrich  Nietzsche. 


We  are  sometimes  moved  by  pas- 
sion and  suppose  it  zeal. 

Thomas  a  Kempis. 


Procrastination  is  the  art  of  keeping 
up  with  yesterday.      — Don  Marquis. 


Think  twice  before  you  speak,  or 
act  once,  and  you  will  speak  or  act 
the  more  wisely  for  it. 

— Benjamin  Franklin. 


It  is  the  slowest  pulse  which  is  the 
most  vital.  The  hero  will  then  know 
how  to  wait  as  well  as  to  make  haste. 
All  good  abides  with  him  who  waiteth 
wisely.        — Henry  David  Thoreau. 


Without  sweat  and  labor  no  work 
is  brought  to  perfection. 

— Latin  Proverb. 


B.  C.  FORBES 

Have  patience,  remembering 
that  everything  worth  building 
costs  much  expenditure  of  zeal 
and  effort  and  sweat.  Also  have 
faith,  and  never  for  a  moment 
doubt  your  ability  to  do  the 
thing  you  really  want  to  do. 


^Spring    makes     everything     young 
again,  save  man. 

— Jean  Paul  Richter. 


He  who  desires  but  acts  not  breeds 
pestilence.  — William  Blake. 


Few   of   us    get    anything   without 
working  for  it.    —William  Feather. 


Wants  awaken  intellect.  To  gratify 
them  disciplines  intellect.  The  keener 
the  want,  the  lustier  the  growth. 

— Wendell  Phillips. 


Ambition  is  pitiless.  Any  merit  that 
it  cannot  use  it  finds  despicable. 

— Joseph  Joubert. 


The    future   belongs    to    him    who 
knows  how  to  wait. 

— Russian  Proverb. 


Not  by  years  but  by  disposition  is 
wisdom  acquired.  — Plautus. 


Passions  tjTannize  over  mankind, 
but  ambition  keeps  all  the  others  in 
check.  — Jean  de  la  Bruyere. 


If  we  would  have  anything  of  bene- 
fit, we  must  earn  it,  and  earning  it  be- 
come shrewd,  inventive,  ingenious, 
active,   enterprising. 

— Henry  Ward  Beecher. 


Happy  are  those  who  have  no  doubt 
of  themselves.  — Gustave  Flaubert. 


There  is  no  impossibility  to  him 
who  stands  prepared  to  conquer 
every  hazard.        — Sarah   J.   Hale. 


Hasten  slowly,  and  without  losing 
heart,  put  your  work  twenty  times 
upon  the  anvil.  — Nicolas  Boileau. 


Next  to  faith  in  God,  is  faith  in 
labor.  — Christian  Bovee. 
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I  respect  faith,  but  doubt  is  what 
gets  you  an  education. 

— Wilson  Mizner. 


Give  me  the  benefit  of  your  convic- 
tions, if  you  have  any,  but  keep  your 
doubts  to  yourself,  for  I  have  enough 
of  my  own.  — Goethe. 


It  is  not  necessary  for  all  men  to 
be  great  in  action.  The  greatest  and 
sublimest  power  is  often  simple  pa- 
tience. — Horace  Bushnell. 


There  be  delights,  there  be  recrea- 
tions and  jolly  pastimes  that  will  fetch 
the  day  about  from  sun  to  sun,  and 
rock  the  tedious  year  as  in  a  delight 
ful  dream.  — John  Milton. 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are  now 
available  in  a  574-page  book  at  $5.95. 
Send  check  and  order  to:  Forbes  Inc., 
60  Fifth  Avenue,  New  York,  N.Y. 
10011.  (Sales  lax:  New  York  City, 
add  5%.  Other  parts  of  New  York 
Slate,   add  2%    to  5%    as  required.) 


A  Text .  .  . 

Sent  in  bv  W.  S.  Kite,  Nashville, 
Tenn.  What's  your  favorite  text? 
The  Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life  is  pre- 
sented  to  senders  of  texts  used. 


But  the  fruit  of  the  Spirit  is  love,  joy, 
peace,  longsuffering,  gentleness,  good- 
ness, faith,  meekness,  temperance. 

— Galatians  5:22,23 
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There  are  still 
a  few  means  of 
transportation 

Dana  doesn't 

make  parts  for. 


Aside  from  camels  and  other  4-legged  conveyances, 
if  it  moves  under  its  own  power,  Dana  has  a  piece  of 
the  action. 

We  make  products  for  just  about  every  kind  of  ve- 
hicle you  can  think  of.  The  little  pictures  at  the  bottom 
of  this  page  give  you  a  thumbnail  sketch  of  our  diversity. 

Dana  is  the  world's  largest  independent  supplier  of 
transportation  components.  We  sell  over  $500  million 
worth  of  products  a  year  for  hundreds  of  different 
land,  sea  and  air  vehicles. 

You  may  be  familiar  with  some  of  our  brand  names: 
Con-Vel,  Spicer,  Parish,  Perfect  Circle,  Victor.  All  are  in 
leadership  positions  in  their  product  fields. 

We  think  transportation  is  the  greatest  growth  business 
in  the  world,  and  we're  operating  on  a  philosophy  of  diver- 
sification within  this  industry. 

In  the  last  5  years,  Dana  has  almost  doubled  sales  and 
assets,  and  more  than  doubled  earnings.  And  we're  work- 
ing on  programs  to  maintain  this  momentum:  plant  ex- 
pansions, R&D,  acquisitions. 

We'd  like  you  to  know  more  about  us.  Send  for  a  copy 
of  our  annual  report.  Write  to:  Office  of  the  President, 
Dana  Corporation,  Toledo,  Ohio  43601. 
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Even  in  the  beginning 
it  took  time  to  create  the  world 


A  ND  even  then  it  wasn't  perfect.  So  how  can  you  expect  to  re-make 
^£\^  the  world  and  everyone  in  it,  in  a  few  months  or  a  few  years,  just 
by  passing  laws? 

"Haste  makes  waste"  is  an  old  and  very  sound  truth.  Impatience 
(as  every  parent  has  observed  in  his  family)  is  dangerous  and  self- 
destructive. 

For  centuries  the  modern  world  has  been  progressing  and  improv- 
ing —  too  slowly,  sometimes,  true,  but  improving.  It  would  be  a  cruel 
loss  to  those  who  need  it  most  to  wreck  that  improvement  by  losing 
our  patience  and  our  tempers  now. 

Education  is  the  only  way  true  improvement  ever  becomes  perma- 
nent. Let's  speed  up  the  education  —  but  not  reverse  it. 


Numerically  controlled  puncL 
presses  made  by  Warner  & 
Swasey's  Wiedemann  Division 
increase  production  in 
hundreds  of  shops. 


WARNER 

o 


SWASEY 

Cleveland 

PRECISION 
MACHINERY 
■     SINCE  1880 


YOU  CAN  PRODUCE  IT  lETTER,  FASTER,  FOR  LESS  WITH  WARNER  &  SWASEY  MACHINE  TOOIS,  TEXTILE  MACHINERY,   CONSTRUCTION    EQUIPMENT 
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Today  business  management,  no  matter  where  it  is,  inas 
the  power  of  instant  interaction  with  a  computer,  no  matter 
where  it  is. 

Braniff  international  Airlines  uses  the  Bell  System 
network  to  link  all  U.S.  offices  to  one  computer  complex  in 
Dallas.  For  Braniff  this  means  instant  seat  information, 
instant  flight  information,  instant  management  information 
on  any  flight.  Anywhere. 

Whatever  information  you're  moving— voice,  video  or 
data— no  one  knows  more  about  moving  it  than  the  people 
who  run  the  world's  largest  information  network. 

Bell  System -the  information  movers 


AT&T 
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have  a  bod>j 

of  72° 


Chrysler  New  Yorkers  have  it.  And  Dodge  Polaras.  Alaskans  and  Venezuelans  and  Saudi  Arabians 

And  Plymouth  Furys.  And  many  other  Chrysler-built  Icelanders)  call  it  heaven.  Auto-Temp  is  mad 

cars.  our  Airtemp  Division,  and  it's  just  one  of  the  opi 

A  constant,  comfortable,  as-you-like-it  tempera-  available  on  many  Plymouth,  Dodge,  Chrysler, 

ture,  both  in  the  winter  and  the  summer.  Imperial  cars. 

Just  set  one  control  for  the  temperature  you  want  Such  options.  Like  the  station  wagon  rear  wir 

and  you've  got  it  for  as  long  as  you've  got  the  car.  that  washes  itself  while  you  drive.  And  the  426 

We  call  it  "Auto-Temp"  but  Texans  (as  well  as  Hemi  engine.  And  the  little  button  you  push  to  i 
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emperature 


I  constant  speed.  And  a  hundred  more  examples 

nturesome  engineering.  ^^ 

igineering.  That's  us.  It's  been  our  speciality  ^^B^^^     ^^         ^^                          ^^ 

3  years.  It's  one  reason  why  we're  the  5th  largest  ^P^P^^   ^^HR^^^^I    PR 

atrial  corporation  in  America.  ^^^    ^^m    ^i^llil  ■  l^kkl  1 

yja    CORPORATION 

louth- Dodge 'Chrysler' Imperial 'Dodge  Trucks  ^^I^A7 
Simca  •  Sunbeam 
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68  PRODUCTS 
FOR  THE  APPLIANCE  INDUSTRY 


Of  the  many  Porter  products,  68  are  manufactured  for  the  appli- 
ance industry  alone... from  V-belts  to  resistance  wire. ..from  clutch 
facings  to  fans  and  blowers... from  decorative  trim  to  water  hose... 
from  cold-finished  bars  to  copper  tubing... from  motors  to  damper 
pads.  Call  Porter.  Pittsburgh,  Pennsylvania. 


H.  K.  PORTER  COMPANY,  INC. 
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Side  Lines 


Jo  Spencer 


Thoughts  to  Think  About 

The  signed  editori.\l  column,  "Fact  &  Com- 
ment," and  the  feature  "Thoughts  on  the  Business 
of  Life"  are  the  oldest  continuous  departments  in 
Forbes  Magazine.  Both  appeared  in  the  first  issue 
of  the  magazine  on  Sept.  15,  1917,  and  in  every 
single  issue  since  then.  The  first  collection  of 
"Thoughts"  was  entitled  "Keys  to  Unlock  the  Door 
of  Success."  In  the  Twenties  Forbes  featured  first 
"Thoughts  on  Life  &  Living"  and  later  "Thoughts 
on  Lite  &  Business."  On  Mar.  15,  1931  the 
"Thoughts  on  the  Business  of  Life"  title  first 
appeared  and  has  remained  ever  since.  Despite 
some  changes  in  format  and  content,  "Thoughts" 
has  changed  hardly  at  all  in  basic  aim  during  50 
years. 

Does  this  make  it  old-fashioned?  Not  in  the  eyes 
of  our  readers.  Computer  Pundit  John  Diebold, 
president  of  the  Diebold  Group,  is  a  man  who  works  on  the  far  reaches 
of  modern  technology  and  modern  management  methods.  Diebold, 
however,  confesses  himself  a  solid  fan  of  the  "Thoughts"  page.  "I 
read  it  every  issue,"  he  recently  told  us.  "I  frequently  clip  it.  It's  most 
useful  in  preparing  speeches  and  in  writing  articles." 

Practical  Idealism 

The  fact  is  that  for  50  years  now,  top  business  executives  have  been 
salting  their  speeches  with  quotations  from  this  venerable  Forbes 
feature.  This  was  not,  to  be  sure,  precisely  what  founder  B.C.  had  in 
mind  when  he  originated  "Thoughts."  It  was  B.C.'s  strongly  held  opin- 
ion that  business  was  badly  in  need  of  humanizing,  that  businessmen 
couldn't  be  good  businessmen  if  they  weren't  also  good  human  beings. 
He  decided  to  expose  his  businessmen-readers  to  some  of  the  prac- 
tical idealism  expressed  by  great  men  of  all  periods. 

VVe  take  our  publishing  heritage  seriously  here  at  Forbes  and  so  we 
take  seriously  the  preparation  of  "Thoughts."  The  selection  of  each 
issue's  sampling  is  entrusted  to  a  senior  staff  member.  Chief  Researcher 
Clothield  Spencer.  Chicago-born  "Jo"  Spencer  has  an  impressive  back- 
ground lor  the  job.  She  studied  biology  at  Radcliffc,  did  social  work 
in  Chicago  (attending  law  school  at  night),  worked  for  the  U.S.  Air 
Force  in  Germany  and  switched  to  publishing  when  she  joined 
Forbes  in  1961. 

Under  her  supervision,  "Thoughts"  has  been  evolved  and  brought 
up  to  date.  She  avoids  the  longer  quotes  that  once  filled  the  feature 
and  concentrates  instead  on  shorter  aphorisms.  Eliminated  are  some 
of  the  cornier  quotes  that  would  not  go  down  well  with  today's  so- 
phisticated business  audience. 

At  one  time  "Thoughts"  was  made  up  largely  of  random  quotes. 
But  Jo  Spencer  has  evolved  some  patterns.  "I  try  to  take  my  cue,"  she 
says,  "from  the  B.C.  Forbes  quote  that  appears,  boxed,  on  every 
'Thoughts'  page.  I  also  try  to  take  note  of  the  passing  seasons,  paying 
tribute  to  spring  and  summer  and  winter  and  fall.  In  the  Apr.  15 
issue  I  try  to  drop  in  a  few  nasty  comments  on  income  taxes."  Jo. 
slyly,  likes  to  slip  in  quotes  that  seem  to  contradict  each  other.  "It's 
a  way."  she  says,  "to  make  the  readers  stretch  a  bit."  Mostly  the  quotes 
are  from  great  authors  and  philosophers  throughout  the  ages,  but 
some  are  contemporary  and  several  living  businessmen  have  made  it. 
Henry  Ford  II,  David  Rockefeller  and  R.J.  Reynolds  Jr.  among  them 

Every  mailbag  brings  a  quota  of  letters  for  the  "Thoughts"  editor. 
Sometimes  they  suggest  a  favorite  quote.  More  often  they  ask  ques- 
tions: "Did  the  man  say  anything  else  on  the  subject?"  "Where  did  he 
say  it?"  For  the  latest  collection  of  "Thoughts  on  the  Business  of  Life" 
turn  to  page  90.  ■ 


Panhandle 
Eastern 
in  1967 


Panhandle  Eastern  Pipe  Line  Company 

Trunkline  Gas  Company 


Houston  —  Kansas  City 
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If  you  cJon't  have  a  car  to  put  in  one 

)f  our  135,744  parking  spaces,  don't  worry. 

We'll  rent  you  one. 


you  fly,  we  can  help  you  coming 

going. 

rive  to  the  airport  and  you  can 

your  car  with  us. 
irough  our  APCOA  Division,  we 

262  parking  facilities  at  major  U.S. 
)rts  and  downtown  locations,  in- 
ing  over40at  hotels  and  hospitals. 
i  in  and  we'll  rent  you  one  of  our 


shiny  new  Avis  cars. 

Worldwide,  our  Avis  Rent  A  Car 
System  offers  services  second  to  none 
at  major  airports,  as  well  as  at  many 
other  convenient  locations. 

We've  been  in  manufacturing  a  long 
time.  How  come  we're  dealing  in  con- 
sumer services  like  these? 

Service  industries  today  account  for 


over  half  the  national  income  and 
labor  force,  and  as  the  country's  econ- 
omy  is  becoming  more  service- 
oriented,  we  are,  too. 

So  it's  no  coincidence  then  that,  to- 
day, almost  half  of  our  U.S.  business 
is  in  the  dynamic  service  area. 

International  Telephone  and  Tele- 
graph Corporation,  New  York  10022. 


ITT 
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Right  now,  the  mushrooming  metro- 
poHtan  market  of  Santa  Clara  County 
ranks  22nd  in  the  U.S.  in  total  net 
effective  buying  income,  with  growth 
charted  to  S4.7  billion  by  1975. 
Sunnyv.ale  sits  in  the  center  of  a  trans- 
portation network  that  delivers  your 
product  inside  this  market,  in  any 
direction,  in  a  half-hour.  Then,  add 
46.2  million  people  at  your  doorstep 
in  the  7  Western  States  by  1985. 
That's  a  market! 

Industry's  growth  is  just  as  dynamic. 
In  the  last  3  years,  the  S22.6  million 
invested  in  new  plants  in  this  market 
area  was  dwarfed  by  the  SI 79.2  mil- 
lion spent  for  expansion  of  existing 
plants. 

In  less  than  15  years,  $762  million  in 
industrial  facilities  confirms  that  this 
is  a  profitable  place  to  do  business. 
For  more  objective  information  and 
a  copy  of  "Executive  Checklist  for 
Site  Selection"  write:  E.  L. 
Beaty,  Director.  Chamber 
of  Commerce,  499  South 
Murphy  Avenue,  Sunnyvale, 
California  94086. 


r 


this  is 


a  good  place 
to  locate  your 
business 

SUNNYVALE  CALIFORNIA 
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Trends 

&  Tangents 


BUSINESS 


Cleveland     Strikes    Back.    The 

citizens  and  local  bankers  were  up 
in  arms.  Out-of-town  companies 
were  buying  up  many  of  the  large, 
venerable  Cleveland-based  firms 
like  Glidden  Co.,  Island  Creek  Coal 
and  Stouflfer  Foods.  From  January 
1967  to  February  1968,  Cleveland 
had  "lost"  companies  whose  aggre- 
gate annual  sales  totaled  over  S700 
million.  But  while  outside  com- 
panies were  invading  Cleveland, 
Cleveland-based  conglomerates  such 
as  TRW  and  Automatic  Sprinkler 
were  out  scouring  other  cities  for 
acquisitions.  Since  Jan.  1,  1967,  the 
total  sales  volume  of  companies 
acquired  by  Cleveland-based  cor- 
porations has  climbed  to  more  than 
$1.3  billion,  double  the  volume  the 
city  "lost." 

Equality  at   Last.  The  IRS  has 

finally  given  women  equal  "rights." 
Tax  forms  have  always  assumed  the 
male  to  be  the  breadwinner.  The 
woman's  name  went  above  the 
words  "Wife's  Name  and  Social 
Security  Number."  But  the  new  IRS 
forms  substitute  the  word  "Spouse" 
for  "Wife,"  indicating  that  more 
breadwinners  may  be  wearing  skirts. 

Garbage  by  the  Bag.  That's  the 
goal  of  the  paper  and  plastic  indus- 
tries, which  are  hoping  to  get  U.S. 
cities  to  legalize  use  of  nonmetal 
containers  for  garbage  collection. 
The  bags  could  be  used  as  liners  in 
steel  garbage  cans  but  removed, 
closed  with  a  drawstring,  and  left 
on  the  curb  for  garbage  collection. 
The  paper  and  plastic  people  claim 
this  would  be  cleaner  and  quieter 
than  banging  steel  cans  into  garbage 
trucks.  The  market  is  appealing,  at 
least  in  dollar  terms:  If  half  of  New 
York's  10,000  tons  of  daily  garbage 
were  stuflfed  into  40-pound-capacity 
plastic  bags,  and  the  industry  sold 
the  bags  for  a  nickel  apiece  (the 
price  is  8  cents  in  Canada,  where 
the  bags  are  in  limited  use).  New 
York  City  alone  would  yield  $4.6 
million  a  year  in  sales. 

No  Baloney.  Every  business  ex- 
ecutive knows  that  there  must  be 
ways  of  doing  the  same  job  more 


cheaply,  such  as  replacing  his  $10 
paperweight  with  a  50-cent  block 
of  wood.  Something  of  that  nature 
has  just  been  done  by  Lockheed 
Propulsion  Co.  of  Redlands,  Calif. 
Its  quality-assurance  lab  is  using  a 
meat-slicing  machine  to  cut  slices  of 
solid  rocket  fuel  for  use  in  small 
space  rockets.  Each  slice  is  about 
the  same  size,  color  and  thickness 
as  a  slice  of  bologna.  Savings  over 
the  old  sawing  method  are  estimated 
at  520,000  a  year. 

Credit  Card  Fight.  The  rate  war 
is  warming  up  in  California,  home  j 
of  Bankamericard,  the  first  major 
bank  credit  card.  Under  heavy  pres- 
sure from  Master  Charge,  a  com- 
petitive credit  card  sponsored  by 
four  big  banks  and  76  smaller  ones. 
Bank  of  America  has  eliminated  its 
4%  and  5%  discount  (share  of 
sales)  categories,  which  applied  to 
5,600  of  Bankamericard's  80.000 
outlets,  and  is  charging  all  mer- 
chants between  1%  and  3%. 
Caught  in  the  middle  are  the  "travel 
and  entertainment"  (T&E)  cards 
of  American  Express,  Diners  Club 
and  Carte  Blanche.  All  charge  mer- 
chants much  higher  discounts — 3% 
to  10%.  Originally,  bank  credit 
cards  competed  little  with  T&E 
cards:  Bank  cards  were  used  by 
middle-income  families  in  local 
stores,  T&E  cards  by  upper-income 
businessmen  who  traveled  a  lot. 
Usage  of  the  two  types  now  over- 
laps, although  no  one  knows  ex- 
actly how  much.  In  California.  B 
of  A  claims  its  card  can  be  used 
for  everything  that  the  American 
Express  card  can — and  at  a  saving 
to  the  merchant. 

Shoes,    Soap,    Lottery    Tickets. 

After  nine  months  of  discouraging- 
ly  low  sales  of  lottery  tickets  by 
banks,  hotels,  motels  and  municipal 
offices.  New  York  State  has  broad- 
ened distribution  to  include  retail 
stores  of  all  kinds.  The  first  big 
merchant  to  sign  up  under  the  new 
law  was  A.S.  Beck  Shoe  Corp., 
which  has  54  of  its  260  stores  in 
New  York  State.  Several  thousand 
retailers,  ranging  from  mom-and- 
pop  stores  to  chains,  have  applied 
for  licenses  to  sell  the  lottery  tick- 
ets, which  yield  a  5%  sales  com- 
mission. <t^ 


Garlic,  Anyone?  Madison  Labora- 
tories has  developed  a  "spread-the- 
virus-to-sell-the-cure"  approach  to 
selling  a  new  product.  Madison  is 
sponsoring  the  International  League 
(Continued  on  page  14) 
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Is  it  a  G  ? 


Is  It  an  F? 


Both.  It's  a  mark  of  quality  in  business  equipment-and  our  new 
trademark,  designed  by  Ivan  Chermayeff  of  Chermayeff  &  Geismar 
Associates,  Inc.  It  stands  for  Growth  and  Future,  because  that's 
the  way  we're  thinking.  The  General  Fireproofing  Company, 
Youngstown,  Ohio  44501. 


GF  Business  Equipment 
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Bobbins  &  Myers 
serves  growth  markets 

R&M  sells  its  products  to  these  and  other  major  growth 
markets.  As  these  markets  grow,  so  will  R&M  sales  and 
earnings.  Growth  is  reflected,  too,  in  our  product  diver- 
sification and  manufacturing  facilities.  Six  R&M  product 
lines  are  produced  in  plants  in  Springfield,  Ohio  and  three 
other  cities.  Growth  and  diversification  are  worth  exam- 
ining at  Robbins  &  Myers.  Write  for  R&M  Annual  Report, 

ROBBINS  &  MYERS,  INC. 

1234  Lagonda  Ave.,  Springfield,  Ohio 

R&M  ELECTRIC  MOTORS  ■  R&M  HOISTS  & 
CRANES  ■  MOYNO®  PROGRESSING  CAVITY 
PUMPS  ■  PROPELLAIR«  INDUSTRIAL  FANS 
■  HUNTER  ELECTRIC  HEAT  ■  HUNTER 
HOUSEHOLD    AND    COMMERCIAL    FANS 


(Continued  from  page  12) 
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of  Antisocial  Gourmets,  a  group 
which  advocates  the  use  of  "heavy 
ingredients"  such  as  garlic,  onions 
and  curry  in  cooking.  What  product 
is  Madison  Labs  trying  to  promote?! 
Binaca  mouth  wash.  What  else? 

Our  Story.  Many  annual  reports:! 
are  stiffly  written,  drab  in  appear- 1 
ance,    and   uninformative   as   well.; 
This  is  no  way  to  get  your  corpo-; 
rate  message  across,  figures  Kaiser 
Aluminum     &     Chemical     Corp.. 
which  has  just  published  its   1967 
report.  The  9-by-l 2-inch  booklet  ij 
40  pages  long,  including  a  24-page| 
four-color  insert  written  in  the  style 
of  a  business  magazine. 


WASHINGTON 


Cable  TV  Unleashed?  June  may 
turn  out  to  be  a  very  hot  month  foi 
local  and  network  TV  stations.  Dur 
ing  that  month  the  U.S.  Supremt 
Court  is  expected  to  decide  whether 
or  not  the  Federal  Communication 
Commission  can  continue  to  regui 
late  cable  television,  the  industry 
that  sprung  up  because  TV  couii 
not  be  received  in  some  areas.  Cur 
rent  FCC  regulations  prohibit  cabli 
systems  from  importing  distan 
television  stations  into  the  nation' 
100  largest  TV  markets.  They  cai 
now   receive   only   local    program ! 

and  transmit  them  by  wire  to  sub. 

■'  111 

scnbers'  homes.   Should  this  regu 
lation  be  lifted  the  local  and  net 
work  station  will  be  faced  with  s  i 
much  competition  from   the  cabi  i 
systems  that  the  FCC  considers 
a  threat  to  the  entire  structure  c 
broadcast  economics. 


No  Joke.  "If  you  can  keep  caln 
then  you  just  don't  understand  th 
situation,"  reads  one  of  those  sigt 
that  hang  on  office  walls.  That 
exactly  the  attitude  of  one  top  Fw 
eral  Reserve  officer  toward  tb 
housing  market.  When  asked  wb 
there  has  been  a  trend  in  the  stoc 
market  toward  buying  building  mi 
terials  and  related  stocks,  the  F| 
man  said:  "They  either  don't  IB 
derstand  the  problem  or  they  ai 
buying  the  stocks  for  reasons  othi 
than  housing  prospects.  With  th 
war,  there  just  isn't  enough  moM 
to  go  around  for  housing." 


I 
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Ifyouaskme,Augie,rdsayGENESCO" 

Not  even  Spring  stops  the  clear-headed  thinker  from  taking  note  of  outstand- 
ing corporate  performance.  Wheels,  rails,  wings ...  no  matter  how  he  goes 
or  where,  he  keeps  track  of  good  management,  good  planning,  sound  objec- 
tives. With  Genesco's  current  quarterly  report  in  mind,  he  knows  the  cor- 
poration has  set  its  all-time  record  for  the  first  half  of  its  fiscal  year.  Already 
the  world's  largest  manufacturer  of  things  to  wear,  for  men,  women  and 
children,  Genesco  continues  its  long  range  expansion  program  of  broaden- 
ing and  strengthening  its  base  in  the  apparel  industry. 

b  read  when  not  pedalling,  driving  or  parachuting:  Genesco's  Annual  Report,  a  good 
nanual  of  facts,  figures  and  data  on  personnel.    It's  yours  if  you'll  write  or  phone. 


GENESCO  INC.  }B^SA 
Box  F,  Genesco  Bldg..  730  Fifth  Avenue,  New  York,  N.Y.  10019.  JU  2-9090 
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$XKE 


GOING  ABROAD  ON  BUSINESS? 
Here's  the  most  businesslike  way  to  buy 
a  laguar  XKE.  Order  it  from  your  Jaguar 
dealer  here  in  the  U.  S.  Then  take  de- 
livery abroad. 

Gross  savings?  Over  $1,200.  Jaguar 
takes  care  of  the  details,  too.  So  you 
won't  lose  valuable  time  on  your  busi- 
ness trip. 

Few  cars,  at  any  price,  rival  the  XKB 


in  performance  or  equipment.  Only  the 
XKE  always  looks  like  next  year's  car. 

There  are  3  models  to  choose  from. 
Coupe,  Roadster  and  the  2  +  2  Family 
Coupe,  the  latter  with  optional  auto- 
matic. 

Ask  your  Jaguar  dealer  for  Overseas 
Delivery  details  or  write:  Jaguar  Cars 
Inc.,  32  East  57th  St.,  j 
New  York,  N.Y.  10022.  JdgUdr 


^t-Sjf 
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A  story  about  ships. 
And  San  Diego. 

Today  San  Diego  is  a  major  West  Coast  port  with  full  terminal 
status -handling  218%  the  cargo  tonnage  of  the  1961-62  level. 
Commercial  shipbuilding  is  booming  too,  with  $60  million  in 
vessel  construction  completed  last  year. 

DIVIDEND  NOTICE  The  Board  of  Directors  has  authorized  a 
2  for  1  stock  split  on  its  common  stock  subject  to  approval  of 
shareholders  at  the  annual  meeting  April  23,  1968.  The  Board 
also  declared  regular  quarterly  dividends  of  all  series  of  its 
preferred  stock  and  48  cents  a  share  on  its  common  stock,  pay- 
able April  15,  1968,  to  stockholders  of  record  March  29,  1968. 

(SD^  San  Diego  Gas  &  Electric  Co. 


16 


Doctors'  Dilemma 

'Sir:   In  the  article,  "Medicine  in  Hof 
Water"  (Forbes,  Mar.  15)  the  quote  byj 
Economist  Harry  Becker  that  under  the! 
fee-for-service  system  a  doctor  has  littlef 
economic  incentive  to  cure  a  patient 
somewhat  far  afield.  The  doctor's  repuH 
tation,  practice  and  living  depend  on  howl 
well   his  patients  get  along  while  a  sal-l 
aried  physician's  income  continues  wheth-j 
er  his  patients  improve  or  not.  You  did 
not  mention  the  eflfect  of  prepaid  medical 
care  on  the  patient's  incentive  to  get  well.| 
When    hospitalization    costs    him,    he    is 
anxious  to  get  out.  But  it  takes  dynamite| 
sometimes  to  get  a  Medicare  patient  ou^ 
of  the  hospital. 

— Carl  H.  Guild,  M.D.] 
Bartlesville,  Okla. 

Sir:  You're  quite  right  in  your  asses 
ment  of  the  present  revolution  in  medical 
care  presently  under  way.  Americans  have 
indicated  that  they  consider  medical  care 
a  right  rather  than  a  privilege  much  to 
the  consternation  of  AMA-oriented  physi- 
cians. [But]  many  physicians  are  demon- 
strating to  their  fellow  Americans  that 
they  are  willing  to  treat  illness — no  mat- 
ter who  pays  the  bill.  The  cure  will  come 
as  a  mixture  of  group  practice  with  a 
family  approach  increasingly  subsidized 
by  third  parties. 

— Murray  Zedeck,  D.O. 

President, 

Dade  County  Osteopathic 

Medical  Assn. 

N.  Miami  Beach,  Fla. 

Roll  Out  The  Barrel 

Sir:  In  the  story  on  Anheuser-Busch 
(Forbes,  Mar.  1)  two  points  have  led 
some  readers  to  become  confused.  These 
concern:  1)  the  introduction  of  Busch 
Bavarian  beer,  and  2)  the  company's 
plans  for  warehousing  and  delivery. 

Busch  Bavarian  beer  was  introduced 
in  1955  in  a  limited  area.  Since  thai  time 
its  distribution  has  been  spread  to  104 
market  areas  in  18  states,  and  its  barrel- 
age  has  increased  each  year  since  its  in- 
troduction. It  is,  in  fact,  the  only  suc- 
cessful new  brand  to  be  introduced  into 
the  beer  market  in  the  past  25  years. 

Regarding  the  future  of  warehousing 
and  delivery,  certainly  Anheuser-Busch 
is  studying  all  facets  of  these  operations. 
However,  the  company  has  no  plans  to 
take  these  over  from  the  wholesaler  as 
stated  in  the  article. 

— August  A.  Busch  III 

Vice  President  and  General  Manager, 

Anheuser-Busch  Inc. 

St.  Louis,  Mo. 

Church  and  State 

Sir:  Your  editorial  as  to  the  fearso 
tax    situation    that    would    occur    if   the] 
Catholic   hierarchy  disbanded  the   paro- 
chial  school   system  as  a  result  of  not 
(Continued  on  page  88) 
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Connecticut 
General's 
newest 

salesman  is  an 
RCA  Spectra  70 
computer. 


Customers  won't  meet  him. 
But  they'll  know  he's  there 
when  they  review  a 
Connecticut  General  pen- 
sion plan  proposal. 

It  will  be  more  thorough. 
Offer  more  alternatives. 
Be  better  tailored 
to  their  company's  needs 
than  any  pension  plan 
they've  ever  seen. 

RCA's  Spectra  70 

is  fast  and  versatile,  too. 


It  will  also  provide 
Connecticut  General  with 
immediate-inquiry 
policyholder  information. 
Do  rate  calculations 
for  health  and  life  insurance. 
Even  prepare  policy  face 
pages  and  assembly 
instructions. 

Spectra  70  is  the  computer 
system  of  the  70's.  With 
advanced  multipro- 
gramming. Real  time  com- 
munications capability. 
Mass  random  access 
memories.  Time-sharing 
concurrent  with  batch 
processing. 

And  substantial  compatibil- 
ity with  360. 

Any  plans  for  expanding 
your  sales  force? 


RGil 


Information 
Systems 


Wanted— Uncommon  men  for  uncommon  opportunities  in  EOP;  programmers,  systems  representatives,  salesmen,  engineers, 
product  planners,  software  designers.  Contact  J.  F.  Looney,  RCA  Cherry  Hill,  Dept.  C,  BIdg.  202-1,  Camden,  N.  J.  08101. 


Philip  Morris  Incorporated 

Has  Increased  Its  Sales  and  Earnings 

For  14  Consecutive  Years 

n  196;;  Profits  Were  Up  27.6% 

On  A  Sales  Gain  of  17.2% 


dollars 


Philip  Morris  Sales  and  Earnings  Per  Share 


1,000 
900 


'  Operating  Revenues 
I  Earnings  Per  Share 


1963  1964 


1965  1966 


1967 


In  five  years,  sales  have  risen  from  $585  million  to  $905  million 
an  increase  of  55%;  and  earnings  per  share  from  $1.97  to  $3.94  — 
an  increase  of  100%. 


Philip  Morris  Domestic 

Philip  Morris  International 

Philip  Morris  Industrial 

Tobacco  Products 

Philip  Morris  (Australia)  Ltd. 

Milprint  Converting 

American  Safety  Razor  Co. 

C.  A.  Tabacalera  Nacional  (Venezuela) 

Milprint  International 

Clark  Cum  Company 

Ever-Ready  Personna  (England) 

Nicolet  Paper  Company 
Polymer  Industries,  Inc.               5 

Burma-Vita  Company 

Philip  Morris  de  Puerto  Rico,  Inc. 

The  Lightfoot  Company 

Tabacalera  Centroamericana  S.  A.  (Guatemala) 

Koch  Convertograph  Company 

Hospital  Supply  Division 

Benson  &  Hedges  (Canada)  Ltd. 

j«.^®cr\ 

Fabriques  de  Tabac  Reunies  S.  A.  (Switzerland) 
Massalin  y  Celasco  S.  A.  C.  e  I.  (Argentina) 
N.  V.  Philip  Morris  S.  A.  (Belgium) 
Kwara  Tobacco  Company  Limited  (Nigeria) 
Philip  Morris  S.  A.  (Switzerland) 


Philip  Morris 

Incorporated 


For  a  copy  of  our  annual  report,  write  to  Mr.  James  W.  Cozad,  Treasurer,  Philip  Morris  Incorporated,  100  Park  Avenue,  New  York,  N.  V.  10017 
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When  you  buy  a  Firestone 

tire-no  matter  how  much 

or  how  httle  you  pay- 

you  get  a  safe  tire. 


Firestone  tires  are  custom-built  one  by  one. 
By  skilled  craftsmen.  And  they're  personally 
inspected  for  an  extra  margin  of  safety. 
If  these  tires  don't  pass  all  of  the  exacting 
Firestone  inspections,  they  don't  get  out. 

Every  new  Firestone  design  goes  through 
rugged  tests  of  safety  and  strength  far 
exceeding  any  driving  condition  you'll  ever 
encounter.  We  prove  them  in  our  test  lab. 
On  our  test  track.  And  in  rigorous  day-to-day 
driving  conditions.  All  Firestone  tires  meet 
or  exceed  the  new  Federal  Government 
testing  requirements.  (They  have  for  some 
time.)  Firestone— The  Safe  Tire.  At  60,000 
Firestone  Safe  Tire  Centers.  And  at  no  more 
cost  than  ordinary  tires. 


90^mn€ 


FORBES,  APRIL  1,  1968 


19 


John  Dobran  added  a  bedroom 

and  bath  to  his  home  for  only  $2,321.76. 

His  wife  thinks  he's  a  genius. 

As  for  us,  we  give  him  credit 
for  some  great  ideas. 


As  a  matter  of  fact,  we've  been  giving  John 
Dobran  credit  for  at  least  9  years.  We've 
done  it  through  one  of  our  Avco  Financial 
Services  companies. 

When  he  bought  his  new  home  he  came 
to  us  to  help  him  landscape  and  furnish  it. 
Three  years  later  we  helped  him  trade  his 
two-seater  sports  car  for  a  family  sedan. 

And  just  recently  John  came  to  us  with 
some  good  ideas  for  economically  expand- 
ing his  home  to  fit  his  expanding  family.  (He 
was  to  do  the  work  himself,  we  were  to  pro- 
vide the  money). 

Ideas  like  using  the  present  outside  cy- 
press siding  for  the  inside  wall  of  the  new 


bathroom -and  tiling  the  other  walls  from 
floor  to  ceiling  to  cut  maintenance  to  the 
bone;  building-in  almost  all  the  furniture  in 
the  closets  to  make  a  small  bedroom  look 
big;  making  folding  bunk  beds  for  Andy  and 
Jeff  so  the  room  can  easily  become  the  sur- 
face of  the  moon,  the  bottom  of  the  sea  or  a 
football  field.  (John's  sneaky:  the  walls,  floor 
and  ceiling  are  coated  with  kid-proof  vinyl). 
John  Dobran  and  his  wife  Margaret  are 
typical  of  the  nearly  700,000  families  for 
whom  Avco  provides  a  wide  range  of  per- 
sonal financial  services  through  532  branch 
offices  in  over  31  states  and  all  10  Canadian 
provinces.  From  personal  and  home  im- 


provement loans  through  auto  financing,  in- 
surance, farm  and  capital  equipment  financ- 
ing and  mortgages. 

Avco  is  50,000  people  changing  the  way 
you  live:  in  finding  new  sources  of  electric 
power,  in  developing  synthetic  human  or- 
gans, in  formulating  advanced  research 
studies  for  the  exploration  of  the  planets. 

Like  John  Dobran's,  Avco's  family  grows 
and  grows  and  grows. 


^j^Sm 


This  story  is  a  composite  of  the  experience  of  many  people  who  have  found  that  sometimes  it  pays  to  borrow.  In  this  example,  a  father  protects  his  home  invest- 
ment as  his  family  enjoys  their  up-to-date  living.  Avco  Is  always  happy  to  help.  Avco  is  on  the  leading  edge  in:  abrasives,  aerospace,  broadcasting,  electronics, 
farm  equipment,  linance,  insurance,  ordnance  and  research.  Avco  Corporation,  750  Third  Avenue,    New  York,  N.Y.  10017.  An  equal  opportunity  employer. 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


CHECK  YOUR  POLICIES 


Be  you  running  a  big  business  or  a  small  one,  right  now 
i  not  too  soon  to  check  on  your  personnel  policies.  The 
vailability  of  hands  grows  less  and  less.  Since  Washing- 
an's  only  answer  in  Vietnam  is  to  escalate  its  policy  of 
scalation,  the  labor  scarcity  will  grow  more  acute. 

Labor  turnover  is  a  very  costly  thing  for  companies. 
)ften  much  of  it  springs  from  small  irritants  rather  than 


inadequate  pay.  The  people  responsible  for  personnel 
should  get  their  fingers  quickly  on  the  pulse,  right  what 
is  unfair  or  convincingly  explain  why  it  really  isn't. 

A  management  which  shows  it  cares  is  halfway  to  win- 
ning the  battle  to  get  and  keep  good  people.  The  other 
half  of  the  way  can  be  traveled  by  doing  what  is  right. 

It's  cheaper  not  to  be  cheap. 


"AFTER  CARS  CRASH" 


In  these  disheartening  days  it  is  heartening  to  note  that 

total  revamping  of  automobile  insurance  is  becoming 
lore  and  more  likely.  The  compelling  logic  for  a  change 
i  registering  in  legislative  chambers.  By  the  time  Con- 
ressional  hearings  are  over,  requisite  measures  will  be  in 
he  works. 

The  proposal  receiving  most  serious  consideration  is 
tiat  put  forth  by  Professors  Robert  Keeton  and  Jeffrey 
)'Gonnell  in  their  book  After  Cars  Crash.*  The  two  sug- 
est  Basic  Protection  Insurance  involving  no  aspect  of 
ault,  but  covering  each  driver  for  injury  to  himself  and 
is  passengers  (Forbes,  Oct.  15,  1967). 

Not  only  would  such  a  change  probably  result  in  lower 
remium  costs  and  more  equality  of  insurance  availability, 
ut  it  would  have  a  most  significant  by-product. 

Courts,  now  clogged  with  tens  of  thousands  of  auto 
ccident  cases,  would  be  free  to  dispense  justice  in  other 
aatters.  The  injustice  of  endless  waiting  for  justice  would 
e  lessened. 

Of  course,  that  vast  clutch  of  lawyers  who  specialize  in 

*Dow  Jones-Irwin,  Inc.,  Homewood,  III.,  $4.95. 


these  cases  and  who  depend  for  their  income  on  getting  a 
great  hunk  of  ultimate  lump-sum  settlements  would  not  be 
happy  with  the  change.  It  is  estimated  that  $500  million  a 
year — 20%  of  the  legal  profession's  total  income — comes 
from  the  lawyer's  cut  on  accident  insurance  settlements. 
But  it  is  encouraging  to  note  that  the  American  Bar  Associ- 
ation is  going  to  study  the  matter  instead  of  automatically 
opposing  it. 

If  the  best  brains  in  the  industry  will  cooperate  in 
bringing  about  such  an  essential  fundamental  change,  their 
service  to  stockholders  and  customers  and  country  will 
be  enormous  and  their  business  ultimately  more  secure, 
more   profitable. 
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NOT WITHSTA> DENG  THE   SOURCE   .   .   . 


Our  iniquitous  draft  is  working  worse  than  ever. 

Since  the  President  may  be  pursuing  a  course  that  will 
require  drafting  hundreds  of  thousands  of  more  Ameri- 
cans, the  least  the  Administration  and  or  Congress  can 
do  is  to  make  the  process  more  equitable,  more  productive 
in  terms  of  meeting  its  purpose. 

From  the  absolutely  unfair  course  of  indiscriminate  ex- 
cusing of  vinually  all  graduate  students,  the  Administra- 
tion now  goes  to  the  opposite  extreme  and  eliminates  de- 
ferments for  almost  all  graduate  work  except  for  doctors 
and  dentists.  Is  it  so  long  since  Sputnik  that  weVe 
forgotten  our  near-panic  efifort  to  train  more  mathemati- 
cians, more  scientists? 


For  the  life  of  me  I  cannot  fathom  why  many  oppose 
the  only  fair  way  to  select  the  limited  number  needed — by 
using  the  luck  of  the  draw. 

Senator  Edward  Kennedy's  draft-reform  bill  proposes 
intelligent  changes.  Obviously  its  less  disruptive  to  a  mans 
career  to  enter  the  sen.  ice  at  the  age  of  18  or  19  than  at 
the  age  of  25  or  26.  Obviously  the  younger  men  are  fitter, 
more  adaptable  to  the  military  life.  Yet  we  continue  do- 
ing it  arse  backwards.  Kennedy's  bill  would  remedy  that. 

Obviously  the  present  method  of  Selective  Service  isn't 
as  fair  as  possible,  and,  under  the  new  regulation,  com- 
pletely wiping  out  graduate  work  cannot  help  but  vastly 
harm  the  nation's  brain  resources  in  the  future. 

Kennedy's  bill  would  permit  the  lotterj-drawn  college 
man  to  postpone  his  service  until  graduation  except  when 
casualties  reach  a  certain  point  in  a  time  of  war. 

1  suppose  the  Kennedy  name  on  the  measure  makes  it 
automatically  anathematic  to  the  President,  but.  the  author- 
ship notwithstanding,  the  measure  is  sorely  needed  and 
should  certainly  receive  the  Administrations  prompt  and 
full  support. 


TO  EVDL\  FOR  UPLIFT 


The  Beatles  and  Mia  Farrow  and  quite  a  mixed  bag  of 
mixed-up  minds  head  for  the  Himalayas  these  days  in  the 
hopes  that  extended  consultations  with  some  be  whiskered, 
cross-legged  Yogi  will  clear  away  their  cobwebs. 


I  can  imagine  these  old  Indian  goats  chuckling  softly  into 
their  knee-length  goatees.  As  they  accept  their  young  dis- 
ciples' worship  and  wallets,  I  can  hear  them  singing  softlv 
"Guru  you,  buddy." 


I  HOPE  FT  PAYS 


On  several  occasions  in  the  last  couple  of  years  I've 
made  a  note  to  write  in  praise  of  the  extraordinarily  able, 
responsible  news  and  special  news  events  programs  that 
National  Broadcasting  Co.  provides.  Each  time,  after 
the  event  was  no  longer  immediately  in  mind,  I  skipped 
doing  it. 

Not  again,  because  NBC's  News  Department  should  be 
encouraged,  by  and  from  every  source,  to  keep  on  doing 
what  it's  doing. 

This  network  has  consistently,  persistently  made  costly 
and  reasonably  successful  efforts  to  give  first-rate  reponing 
on  the  war  in  Vietnam. 

It  gave  lengthy  live  coverage  to  Dean  Rusk's  appear- 
ance before  the  Senate  Foreign  Relations  Committee. 
The  cost  to  NBC   for  canceled  da>lime  soap-sponsored 


soap  operas  must  have  been  very  high. 

The  value  of  its  news  coverage,  special  and  regular,  to 
this  country  is  immeasurable. 

I  hope  in  one  way  or  another  it  ultimately  pays,  so  that 
NBC  can  keep  it  up. 


APROPOS   OF  THE   OBMOUS 

Robert  Blake's  briUiant  biography,  Disraeli,  quote? 
Lord  Salisbury  on  the  subject  of  a  bad  policy  too  long  pur- 
sued: "The  commonest  error  in  politics  is  sticking  to  the 
carcass  of  dead  pohcies."  \ 

—Malcolm  S.  Forbes  I 
Editor-in-Chief 
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We  deliver  ordinary 
locl<  box  banking. 


At  the  speed  of  light. 


In  case  you've  forgotten, 
that's  186,000  miles  per 
second.  That's  how  fast 
Wells  Fargo  Bank  can 
deliver  sales  payment  data 
to  your  home  office. 
Anywhere  in  the  country. 
This  instant  reporting  of 
accounts  receivable 
information  is  delivered  over 
regular  telephone  lines — 


at  speeds  up  to  15,000 
characters  per  minute.  Even 
if  your  company  is  not 
presently  equipped  to 
receive  data  transmission, 
Wells  Fargo's  standard  lock 
box  service  can  reduce 
your  customer  credit  lines 
faster,  and  increase  your 


working  cash.  Wells  Fargo 
Bank  welcomes  the 
opportunity  to  provide  a 
complete  study  of  your 
remittances.  Without 
obligation.  And  while  we're 
at  it,  may  we  deliver  details 
on  our  full  range  of 
corporate  business  services. 
Everything  from  Automated 
Payroll  Services  to 
Equipment  Leasing  to  Credit 
inquiry  Service. 


Contact  Wells  Fargo  Bank, 
Northern  California 
Headquarters,  National 
Division,  464  California 
Street,  San  Francisco 
94120;  or  our  Southern 
California  Headquarters, 
National  Division,  415 
West  Fifth  Street, 
Los  Angeles  90054, 
We'll  deliver. 


WELLS  FARGO  BANK 


MEMBER  FEDEflAL  OEPOSiT  INSURANCE  CO«f>OnA''iOM 


DOW  CHEMICAL 

PAID  $1200 

FOR  THIS 

TANTALUM  VALVE. 

IT  WAS  A  BARGAIN. 


This  is  a  success  story.  But  like  many 
success  stories  it  begins  with  a 
failure. 

A  control  valve  in  a  particularly 
difficult  process  at  the  Pittsburg, 
California  chemical  complex  of  Dow 
Chemical  Company  was  failing  at  a 
costly  rate.  Highly  corrosive  chemi- 
cals at  high  temperatures  and  pres- 
sures were  shortening  valve  life  to 
an  average  of  less  than  two  weeks. 
The  resulting  costs  for  replacement 
valves,  labor  and  downtime  were 
high. 

The  problem  of  designing  and 
manufacturing  a  valve  utilizing  pure 
tantalum  was  presented  to  Crane's 
Flomatics  Division.  Tantalum  is  a 
sophisticated  metal  about  twice  the 
density  of  steel  and  extremely  resist- 
ant to  corrosion  ...  but  difficult  to 
machine  and  50  times  more  expen- 
sive than  stainless  steel.  Flomatics 
recommended  a  valve  design  that 
could  be  manufactured  from  solid 


tantalum.  An  expensive  gamble?  Not 
really. 

Since  the  installation  of  the  tanta- 
lum valve,  there  has  been  no  valve 
failure  or  sign  of  erosion.  All  things 
considered,  Dow  figures  the  $1200 
valve  quickly  paid  for  itself  and  its 
cost  has  been  saved  many  times 
3.ince! 

Based  on  the  success  with  Flo- 
matic's  tantalum  valve,  this  design 
was  specified  for  a  new  Dow  plant. 
The  projected  savings  should  pay  for 
the  valves  in  six  months!  But  that's 
another  story. 

If  you'd  like  to  write  a  happy  end- 
ing to  a  flow  control  problem,  start 
by  writing  to  the  world-wide  head- 
quarters of  Crane  Co.,  300  Park 
Avenue,  New  York  City  10022. 


CRANE 
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Not  by  Guns  Alone . . . 

The  switch  from  running  the  Pentagon  to  running  the  World  Bank  may  seem  like  a 
comedown  to  most  people,  but  Robert  McNamara  doesn't  look  at  it  that  way. 


"History  is  full  of  human  folly. 
And  surety  one  of  the  most  foolish 
features  of  man  all  through  history  is 
his  almost  incurable  insistence  on 
spending  more  energy  and  wealth  in 
waging  war  than  in  preventing  it." 

This  statement  was  not  made  by  Dr. 
Benjamin  Spock.  It  was  made  at  Mill- 
saps  College  in  Jackson.  Miss.,  on 
Feb.  24.  1967  by  Robert  S.  McNa- 
mara. the  man  responsible  for  build- 
ing what  today  is  the  biggest  war 
machine  in  the  world.  After  seven 
years  as  Secretary  of  Defense.  Mc- 
Namara on  Feb.  29  resigned  from 
supervising  a  3.4  million-man  military 
force  and  expenditures  of  $70  billion  a 
year  This  month  he  will  take  charge 
of  1.500  staff  employees  at  the  su- 
premely peaceful  International  Bank 
for  Reconstruction  &  Development, 
commonly  known  as  the  World  Bank. 

The  switch  may  have  surprised  a 
great  many  people  but  not  Mc- 
Namara's  intimates,  even  those  at  the 
Pentagon.  For  they  know  that  ideas 
like  the  one  he  expressed  above  per- 
vaded all  his  thinking  even  while  he 
was  Secretary  of  Defense.  He  came 
increasingly  to  believe  that  while  coun- 
terinsurgency  wars  may  sometimes  be 
necessary,  they  are  at  best  a  stopgap; 
the  big  job  in  the  years  to  come  is  elim- 
inating the  basic  causes  of  those  wars 
by  narrowing  the  gap  between  the 
haves  and  the  have  nots. 

Right  now  McNamara  is  maintain- 
ing a  determined  silence  about  his 
intentions  and  refuses  to  talk  with  the 
press.  But  he  has  already  put  himself 
directly  on  the  record  as  to  his  interest 
in  helping  to  uplift  the  depressed  na- 
tions. In  that  same  speech  at  Millsaps, 
he  said:  "I  put  it  to  you  frankly:  The 
widening  economic  chasm  between  the 
rich  nations  and  the  poor  nations  can 
be  as  threatening  to  our  security  as  the 


Human    Computer?    That's 

the  current  popular  concept 
of  Robert  S.  McNamara,  once 
the  whizziest  of  the  'Whiz 
Kids."  But  friends  insist  that 
he  is  a  computer  with  a  heart. 


physical  emergence  of  Chinese  nuclear 
weapons.  If  the  wealthy  nations  of  the 
world — by  support  of  foreign-aid  pro- 
grams— do  not  do  more  to  close  this 
sundering  economic  split  .  .  .  none 
of  us  will  ultimately  be  secure  no 
matter  how  large  our  stock  of  arms." 
For  this  reason,  McNamara  hesti- 
tated  only  a  moment  when  the  bank 
asked  him  to  become  president,  suc- 
ceeding  George    D.   Woods.    Despite 


the  opinion  of  so  many  editorial 
writers,  McNamara's  intimates  say,  he 
did  not  consider  leaving  the  Pentagon 
for  the  bank  a  comedown. 

McNamara  is  joining  the  bank  at  a 
crucial  time  when  it  faces  vast  prob- 
lems. The  biggest  of  these  is  a  problem 
it  never  has  really  faced  before:  How 
to  raise  money. 

Shrinking  Capital  Market.  The 
bank's  loans  now  run  to  about  $1  bil- 
lion a  year.  Increasingly  they  are  going 
to  underdeveloped  countries,  through 
a  subsidiary  called  the  International 
Development  Association,  at  a  mere 
three-fourths  of  I  %  interest,  with  as 
much  as  50  years  to  pay.  Aside  from 
$22.9  billion  in  capital  shares  and 
pledges  from  member  countries  (the 
U.S.  provides  25%),  the  bank's  prin- 
cipal way  of  raising  money  to  lend 
out  is  through  selling  bonds  in  the 
world's  capital  markets. 

The  trouble  is,  these  markets  are 
drying  up.  Says  J.  Burke  Knapp, 
World  Bank  senior  vice  president,  who 
will  be  McNamara's  top  aide:  "There's 
a  scarcity  of  capital  in  the  world. 
What's  so  incredible  is  the  way  the 
capital  demands  are  piling  up  in  the 
developed  Western  countries.  Mc- 
Namara's first  big  problem  is  to  find 
more  capital." 

McNamara  will  find  this  problem 
compounded,  Knapp  declares,  by  the 
fact  that,  while  the  bank  can  sell  bonds 
all  over  the  world,  in  member  coun- 
tries and  in  Switzerland,  it  can  sell 
them  only  with  the  government's  per- 
mission. Sometimes,  when  a  govern- 
ment has  a  balance-of-of-payments 
problem,  it  will  withhold  permission. 
The  U.S.  did  once.  According  to 
Knapp,  McNamara  may  be  coming  in- 
to the  bank  at  a  time  when,  because  of 
the  monetary  problems  facing  the 
world,  permission  will  be  increasingly 
hard  to  get. 


FORBES,  APRIL  1,  1968 


25 


A  World  At  Stake.  The  World  Bank  was  organized  to 
help  rehabilitate  the  war-torn  nations  of  Western  Europe. 
It  now  devotes  its  attentions  to  underdeveloped  nations 
in  Asia,  Africa  and  Latin  America.  For,  in  the  bank's 


opinion,  which  Robert  S.  McNamara  shares,  the  poverty 
in  those  nations  is  a  powder  barrel  that  could  explode 
into  World  War  III.  Typical  of  the  projects  it  finances: 
road-building  and  rehabilitation  in  Guatemala  (above). 


Interest  rates  will  present  another 
problem  for  McNamara.  Even  on 
loans  to  developed  countries,  the  bank 
charges  only  6Va  %  interest.  Last 
month,  to  float  a  $150-million  bond 
issue  in  the  U.S.,  it  had  to  offer  6.54% . 
"We  have  to  sell  our  bonds  in  the  face 
of  a  rising  tide  of  interest  rates  every- 
where," says  Knapp.  "We're  paying  a 
rate  of  interest  on  money  today  that 
we  never  dreamed  we  would  pay.  Re- 
cently, we  paid  more  than  7%  in 
Canada." 

The  bank  is  thinking  of  raising  its 
rate  on  regular  loans  to  6Vz  % .  Since 
it  can't  raise  the  interest  on  IDA's 
loans  to  underdeveloped  countries,  it 
recently  asked  the  member  countries 
to  contribute  $400  million  a  year  for 
such  loans  for  the  next  three  years,  a 
total  of  $1.2  billion. 

McNamara  will  need  all  his  powers 
of  persuasion  to  get  the  member  na- 
tions to  ante  up.  Wealthy  member  na- 
tions like  West  Germany  and  Japan 
have  been  less  than  openhanded  with 
foreign  aid.  At  best  they  follow  the 
lead  of  the  U.S.  If  the  U.S.  contributes 
more  funds,  they  do,  too.  If  not,  they 
don't.  Recently,  the  U.S.  has  been  cut- 
ting down  on  aid.  The  Administration 
has  asked  Congress  for  $2.5  billion  this 
year  but  that,  says  Knapp,  is  a  mis- 
leading figure.  Half  a  billion  is  for 
military  aid  and  half  a  billion  is  for 
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Vietnam.  This  leaves  ony  $1.5  billion 
for  true  economic  aid. 

Vietnam  Again.  Knapp  is  not  too 
optimistic  about  the  bank's  chances  of 
getting  more  from  the  U.S.  as  long  as 
the  war  in  Vietnam  continues,  but,  he 
says:  "If  the  Vietnam  war  were  to 
end  now,  it  would  bring  in  $3  billion 
to  $4  billion  more  possible  aid  funds 
from  the  U.S.  In  five  years,  it  could 
swell  to  twice  that." 

McNamara  is  arriving  at  the  bank 
at  a  time  when  its  responsibilities  are 
greatly  expanding.  This  is  because  the 
idea  of  joint  aid  has  developed.  In 
addition  to  the  $1  billion  a  year  it 
lends,  the  bank  has  come  to  supervise 
and  largely  control  the  flow  of  more 
than  $4.5  billion  in  joint  foreign-aid 
lending  by  member  countries.  In  India, 
for  example,  a  consortium  has  been 
formed  by  several  countries  to  provide 
$1.3  billion  a  year  in  aid.  The  World 
Bank  is  providing  only  20%  of  this 
amount,  but  it  has  effective  control 
over  the  whole  $1.3  billion  because 
it  serves  as  chairman  of  the  consor- 
tium. 

Although  the  U.S.  generally  sup- 
ports the  group-aid  idea,  it  has  proved 
costly  to  some  U.S.  companies.  In 
years  past,  U.S.  companies  used  to  get 
the  lion's  share  of  big  World  Bank 
projects.  This  was  only  reasonable 
since  the  U.S.  provided   25%   of  the 


funds.  Guy  Atkinson  Co.  of  San 
Francisco  and  Chicago  Bridge  &  Iron 
of  Chicago,  for  example,  got  the 
Mangla  Dam  project  in  Pakistan — a 
$350-million  job.  Kaiser  and  Utah 
Construction  Co.  got  a  $75-million  job 
in  Venezuela. 

Under  the  group-aid  idea,  however, 
citizens  of  all  the  nations  involved  get 
a  chance  to  participate  on  projects. 
The  result:  A  group  of  Italian  compa- 
nies, run  by  Fiat-controlled  Impresit, 
recently  won  the  biggest  World  Bank 
contract  ever — for  $623  million  to 
build  the  Tarbela  Dam  in  Pakistan. 
Britain's  Imperial  Chemicals  Industries 
got  an  $82.5-million  job  to  set  up  a 
fertilizer  plant  in  India,  and  Japan's 
Yawata  Iron  &  Steel  got  the  biggest 
part  of  a  Malaysian  steel  project. 

This  situation  could  provide  another 
headache  for  McNamara  by  increasing 
the  resistance  to  foreign  aid  in  Con- 
gress. However,  McNamara  is  a  man 
used  to  headaches  and  this  is  one,  as 
his  public  remarks  show,  he  doesn't 
want  to  avoid.  For.  as  his  friend  and 
former  associate.  Professor  Adam 
Yarmolinsky  of  the  Harvard  Law 
School,  says:  "He  is  a  man  with  a  deep 
social  conscience."  At  the  World  Bank 
he'll  have  ample  opportunity  to  exer- 
cise that  conscience,  as  well  as  his 
considerable  talents  for  management 
and  problem-solving.  ■ 
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Latest  with  the  Mostest? 

NCR  is  the  last  company  to  bring  out  its  n^ajor  computer 
line.     That   strategy   could   work   for   it — or   against   it. 


[n  174  cities  around  the  world  last 
nonth.  Dayton.  Ohio's  National  Cash 
Register  Co.  finally  announced  its 
ong-awaited  new  computer  line.  "This 
s  the  biggest  announcement  in  NCR's 
listory."  said  Chairman  Robert  S.  Oel- 
nan.  "The  Century  is  the  best  com- 
juter  line  on  the  market  at  its  price." 

It  had  better  be.  For  though  the 
rentury  is  a  third-generation  computer 
—a  term  that  has  numerous  interpre- 
ations  but  has  come  to  mean  cer- 
ain  advanced  processing  capabilities 
—it  comes  out  nearly  four  long  years 
ifter  IBM  introduced  its  third-genera- 
ion  System/ 360  computer  series  and 
veil  after  competitors  like  Honeywell, 
Zontrol  Data.  Sperry  Rand,  General 
ilectric.  RCA  and  Burroughs  had  also 
;stablished  themselves  in  the  market. 
A/ith  16.000  of  IBM's  360  systems 
ilready  installed,  to  say  nothing  of 
everal  thousand  others,  NCR  is  get- 
ing  a  late  start. 

Better  Late.  Oelman  argues  that 
•JCR's  late  entry  is  opportune.  "Our 
iming  is  perfect."  he  says.  "We 
louldn't  have  introduced  our  series 
arlier.  The  technology  wasn't  eco- 
lomically  available  then."  By  procccd- 
ng  slowly,  says  Oelman,  NCR  has  de- 
'eloped  a  computer  with  significant 
idvances — such  as  its  high-speed  and 
ow-cost  memory — and  thus  NCR  now 
las  a  jump  on  its  competition. 

Oelman  could  be  right.  Much  as 
here  is  to  be  said  for  moving  fast  and 
pending  huge  sums  to  get  a  command- 
ng  lead  on  the  competition,  it  is  not, 
IS  Oelman  points  out,  the  only  valid 
ipproach.  There  are  sound  arguments 
or  learning  from  your  prospective 
:ompetitors'  mistakes  and  perfecting 
'our  own  product  before  taking  the 
)lunge — witness  the  plane  that  really 
tarted  the  airlines,  the  Douglas  DC-3. 

Certainly  NCR's  strategy  has  kept 
he  company  a  major  power  in  office 
nachines.  While  NCR  has  admittedly 
lot  racked  up  anything  like  IBM's 
ecord  in  recent  years,  it  has  also 
tvoided  the  risks  that  well-nigh  bank- 
upted  companies  like  Underwood  and 
^oyal  McBee  in  the  late  Fifties,  that 
lent  Control  Data's  earnings  roller- 
roastering  in  recent  years,  and  that 
nade  Sperry  Rand  one  of  U.S.  in- 
lustry's  great  problem  companies  for 
/ears.  Instead,  NCR  moved  slowly  and 
udiciously  beyond  its  basic  account- 
ng  machines  and  cash  registers  into 
;omputers,  concentrating  primarily  in 
ts  traditional  banking  and  retailing 
markets. 
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The  rewards  were  substantial.  Since 
1962,  NCR's  earnings  have  grown  at 
a  compounded  annual  rate  of  8.6%, 
while  its  return  on  equity  has  remained 
remarkably  constant  at  around  11%. 
Employing  conservative  accounting 
techniques  and  never  using  sale-lease- 
back  financing,  though  85%  of  its 
computers  are  leased,  NCR's  earnings 
are  as  moderately  stated  as  any  in  the 
industry. 

But  the  result  is  that  NCR  has  not 
emerged,  at  least  yet.  as  a  major  com- 
puter maker.  Computers  provide  only 
15%  of  NCR's  $955  million  revenues 
and  none  of  its  $35  million  profits, 
and,  after  almost  a  decade  of  effort, 
NCR  can  claim  no  more  than  2.4% 
of  the  market. 

The  question,  of  course,  is  whether 
a  crash  approach  might  have  been 
preferable.  After  all.  NCR  had  the 
potential  to  tackle  IBM  on  its  own 
ground  if  any  U.S.  office-machine 
company  did.  Alone  among  the 
U.S.'  major  office-equipment  com- 
panies, it  had  a  service  network  to 
match  IBM  cheek  by  jowl  in  com- 
puters,   and    an    international    spread 


Aiming  Low.  /m  his  initial 
sales  i>iuh  for  the  new  Centu- 
ry computer  series.  NCR'sOel- 
inan  is  stressinf>  the  market  for 
smaller  computers.  "We  plan 
to  broaden  our  base  of  users," 
Oelman  says.  But  bif^ger  and 
more  powerful  models  will  be 
introduced  in  the  near  future. 


that  might  have  made  it  a  major 
factor  on  a  worldwide  basis.  Until 
now  NCR  has  managed  to  brush 
aside  the  question  by  pointing  to  the 
number  of  flops  and  near-flops  among 
companies  that  tried  to  run  as  fast 
as  IBM. 

But  with  the  emergence  of  the  third- 
generation  computers,  NCR  could  no 
longer  hold  back.  The  gap  between 
NCR's  cash  registers  and  accounting 
machines  and  the  input  and  output  de- 
vices hooked  to  computers  themselves 
was  narrowing  to  the  point  where 
NCR's  basic  business  was  threatened 
by  the  other  computer  manufacturers. 
Thus  the  new  Century  line  became 
not  just  an  opportunity  but  a  necessity. 

Counting  the  Pluses.  Still,  NCR,  is 
faced  with  the  job  of  convincing 
customers  that  its  new  computers,  still 
unproved,  will  outperform  those  that 
have  often  been  in  the  customers' 
hands  for  years. 

It  won't  be  an  easy  job,  but  several 
factors  should  work  in  NCR's  favor: 

•  The  increasing  sophistication  of 
computer  users,  producing  a  tendency 
to  shop  around  before  selecting  a  com- 
puter. Historically,  Oelman  argues, 
IBM  got  many  orders  because  users 
lacked  the  ability  to  evaluate  comput- 
ers. Now,  if  NCR's  computer  is 
superior,  it  will  be  easier  to  prove  it. 

•  NCR's  foreign  marketing  organi- 
zation, as  extensive  as  IBM's,  which 
represents  about  45%  of  its  revenues. 
Since  the  overseas  market  is  less  satu- 
rated with  third-generation  computers, 
NCR  can  still  find  plenty  of  prospects 
there  not  yet  committed  to  another 
manufacturer. 

•  NCR's  long-time  relationship  with 
its  customers,  particularly  in  the  bank- 
ing and  retailing  areas.  "The  cash  reg- 
isters and  accounting  machines  help 
us  sell  the  computers,  and  the  com- 
puters help  us  sell  the  accounting  ma- 
chines and  cash  registers,"  says  Oel- 
man. 

Oelman  has  set  an  impressive  mini- 
mum sales  goal  of  5,000  of  the  new 
computers,  more  than  twice  the 
number  of  comparable  computers 
NCR  has  sold  in  the  last  five  years. 
He  has  invested  $150  million  ($17 
per  share)  in  the  Century  series.  "This 
is  a  major  thrust  forward,"  says  Oel- 
man. 

There  is  no  doubt  that  Oelman  is 
making  the  right  move  and  that  he  is 
putting  muscle  behind  it.  What  re- 
mains to  be  proved  is  that  he  is  mak- 
ing it  at  the  right  time.  ■ 
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Ordeal  at  International  Paper 

W/fh  Utile  \o  shovi  for  the  massive  investments 
of  recent  years,  the  managers  of  the  U.S.'  No. 
One  paper  company  sleep  uneasily  these  nights. 


Most  managements  keep  a  close  eye 
on  their  transfer  books  these  days, 
watching  for  telhale  signs  of  quiet  ac- 
cumulation or  impending  bids  for  con- 
trol. But  few  managements  do  so  more 
nervously  than  the  executives  in  the 
East  42nd  Street.  Manhattan  head- 
quarters of  giant  International  Paper 
Co.  Says  Vice  President  and  Treasurer 
Joseph  P.  Monge:  "We  have  a  low 
price/earnings  ratio.  It's  one  of  the 
reasons  we  don't  sleep  well  at  night." 

Monge  and  his  boss.  President  Ed- 
ward B.  Hinman.  are  not  so  much 
worried  about  their  stock  options  as 
they  are  about  control  of  the  company. 
The  problem  is  that  International  Pa- 
per, a  company  fabulously  rich  in  as- 
sets, has  done  little  to  keep  its  stock- 
holders happy  in  recent  years.  Despite 
its  huge  size  ($1.5  billion  in  assets) 
and  its  43.6  million  shares  outstand- 
ing, it  is  in  many  ways  a  tempting 
target  for  a  takeover. 

Its  earnings  last  year  were  no  higher 
than  a  decade  ago.  The  stock  is  selling 
only  a  shade  over  book  value — and 
actually  well  under  the  real  market 
value  of  the  6.5  million  acres  of  tim- 
berland  that  IP  owns  in  the  U.S.  and 
the  1.4  million  more  in  Canada.  It  is 
selling  at  this  low  price — $27 — in  spite 
of  the  fact  that  the  company  has  re- 
cently been  purchasing  on  an  average 
of  50,000  of  its  own  shares  in  the 
open  market  each  month. 


Past  Pattern.  Ed  Hinman,  IP  presi- 
dent since  1966,  does  not  deny  that  the 
company  has  been  doing  poorly.  But 
he  does  tend  to  be  rather  defensive 
about  it  all.  It's  a  matter  of  family 
loyalty.  Until  1961  Hinman's  father, 
now  Chairman  Emeritus  John  Hin- 
man, ruled  the  company  with  an  iron 
hand.  It  was  the  elder  Hinman  who 
took  a  sick  and  debt-ridden  IP  and 
built  it  into  the  debt-free  leader  of  the 
U.S.  paper  industry.  But  he  also  made 
a  firm  decision,  which,  if  anything,  was 
strengthened  by  the  antitrust  fracas  IP 
had  over  its  1956  purchase  of  Long- 
Bell  Lumber:  The  company  would  not 
follow  the  rest  of  the  industry  in  ac- 
quiring box  makers  and  other  convert- 
ers as  an  outlet  for  its  raw  material 
production.  When  it  moved  into  con- 
verting, it  would  do  so  primarily  on 
its  own.  The  result  was  that  IP  stayed 
in  basic  paper  and  pulp  manufacture, 
and  moved  far  less  than  any  other 
major  paper  company  toward  con- 
verting that  output  into  more  nearly 
finished  products.  Instead  of  looking 
for  other  directions  for  expansion, 
management,  in  effect,  used  the  con- 
sent decree  as  an  excuse  for  doing 
very  little;  today  IP  is  one  of  the 
least  diversified  of  the  board-based 
paper  companies  in  the  U.S. 

When  the  elder  Hinman,  now  82, 
finally  stepped  aside  in  1961,  he  hand- 
ed the  reins  to  his  longtime  associates, 


Richard  C.  Doane.  70,  and  Lamar  M. 
Fearing,  65.  Doane  and  Fearing  sat 
by  complacently,  doing  little  as  IP's 
share  of  the  U.S.  paper  market  fell 
from  9.4%  to  7.8%;  its  return  on 
equity,  never  terribly  high,  fell  to  a 
-substandard  8%  and  less,  in  an  indus- 
try where  the  front-runners  common- 
ly make  between  10%  and  15%.  In 
F6rbes  20th  Annual  Report  on  Amer- 
ican industry  (Jan.  1),  International 
was  below  the  industry  median  of 
10.6%  in  return  on  equity. 

Not    surprisingly,    IP    management 
came    in    for    considerable    criticism. 
The  board  of  directors  was  little  more 
than  a  rubber  stamp.  Concedes  Trea- 
surer Monge:    "The  old  board  meet- 
ings used  to  be  over  in  a  snap,  even 
when  we  had  big  business  to  transact." 
The   venerable   John   Hinman,   chair- 
man emeritus  and  an  influential  board 
member,  retained  a  good  deal  of  pow- 
er. He  apparently  used  it  late  in  1965  i 
to  bring  his  son,   Ed,   to  New  York  4 
from  Canada  where  he  had  been  run-  S 
ning  IP's  Canadian  operation.  For  a  i 
few    months    the     younger    Hinman  ti 
served  as  assistant  to  President  Fear-  | 
ing;   early   in    1966,    Fearing   stepped  <\ 
aside   and   Ed   Hinman  took  over  as  k 
chief  executive. 

With  Ed  Hinman's  accession  to  the 
presidency  in  1966,  it  looked  as  though  I 
IP  was  determined  to  break  out  of  its 
past    mold.    Capital    spending    nearly'" 
doubled,  to  $440  million,  in  the  lasHi 
two  years.  To  support  the  expansion,  ( '■ 
IP's  board  decided  to  borrow  heavily  f  * 
for  the  first  time  in  30  years. 

The   trouble   is   that   the   expansion  l> 
program,  both  in  the  years  just  past 
and   those  immediately  ahead,  is  not .; 
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Try  and  Catch  Me 

The  problems  in  the  rubber  industry  last  year  seemed 
to  be  just  what  Goodyear  needed  to  increase  its  lead. 


"Our  strategy  is  to  stay  ahead.  The 
strategy  of  the  followers  is  to  try  to 
catch  up."  From  many  a  corporate 
chief  that  statement  would  sound  hope- 
lessly simplistic.  But  not  when  it  comes 
from  Russell  De Young  (left),  chair- 
man of  $2.6-billion  sales  Goodyear 
Tire  &  Rubber  Co.,  the  industry's  big- 
gest, most  profitable  and  fastest-grow- 
ing major  company.  In  the  tire  indus- 
try, where  over  half  of  the  market  is 
divided  among  four  billion-dollar-sales 
companies,  being  biggest  has  distinct 
advantages  that  De  Young  has  no  in- 
tention of  giving  up. 

Witness  last  year.  While  the  net  in- 
come of  both  B.F.  Goodrich  and  Uni- 
royal  Inc.  fell  about  27%  and  Fire- 
stone   held    about    even,    Goodyear's 
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earnings  climbed  7.3%  on  a  sales  in-''*' 
crease  of  6.5%.  ' » 

The  good  year  for  Goodyear  widens* "" 
the  gap  between  it  and  runner-up  ^ 
Firestone.  For  years  this  gap  has  re- 
mained remarkably  constant,  with 
Goodyear's  sales  running  about  35% 
greater  than  Firestone's  and  its  earn- 
ings about  24%  greater.  In  1967, 
however,  Goodyear  took  a  41%  lead 
in  sales  and  maintained  its  lead  in  earn- 
ings. And  it  edged  Firestone  in  return 
on  equity  with  13%  vs.  12%. 

Peas  in  a  Pod?  To  the  casual  ob- 
server, Goodyear's  gain  last  year  would 
seem  easily  explained  by  the  13-week 
strike  that  hit  Firestone,  Goodrich  and 
Uniroyal,  while  Goodyear  got  off  with 
a  mere  two  weeks.  After  all,  look  ho; 


U 
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Jculated  to  change  the  fundamental 
ilance  of  the  company  as  preponder- 
itly  a  raw  materials  producer.  Hin- 
an  was  simply  carrying  out  an  ex- 
insion  program  laid  out  by  his  pre- 
cessors.  Only  recently  has  Hinman 
oved  to  adapt  to  changing  circum- 
inces.  He  strengthened  IP's  hitherto 
eble  marketing  department,  brought 

young  executives  from  such  outside 
»mpanies  as  Foremost-McKesson  and 
iso  Chemicals.  According  to  Hin- 
an,  the  major  thrust  of  the  program 

for  modernization  and  expansion. 
5  direct  cost  will  be  such  that  by 
ar's  end  IP  will  have  over  $300  mil- 
m  in  long-term  debt,  annual  interest 
larges  of  nearly  $18  million  and  a 
bt-to-equity  ratio  of  nearly  30%. 

Book  Profits.  These  burdens,  plus 
av>  start-up  costs  on  the  new  facil- 
es.  are  forcing  the  company  to  use 
c  and  bookkeeping  ingenuity  to  keep 

reported  profits  up.  Last  year  pre- 
K.  net  fell  28%  on  a  revenue  declme 

only  2.5%;  but  IP  was  able  to  hold 
i  decline  in  reported  earnings  lo 
1% .  What  saved  IP  from  a  preci pl- 
us decline  in  net  income  was  a  re- 
iction  in  the  company's  tax  rate  from 
%  to  35%.  Treasurer  Monge  ex- 
iins:  "First,  we  had  an  investment 
I  credit  of  $14.6  million  credited 
■ectly  to  income.  Second,  our  depie- 
in  rate  fell  as  we  reevaluated  the 
)rth  of  our  timberlands.  This  re- 
lied in  a  much  larger  amount  taxed 

capital  gains  rates  which  reduced 
i  over-all  tax  rate." 
Last  year,  as  in  previous  years,  IP 
;o  included  $11.4  million  in  foreign- 
change  profits,  a  windfall  that  in- 
cases  each   year   because   Canadian 


IP  sells  more  and  more  of  its  output 
for  U.S.  dollars  while  incurring  its 
costs  in  discounted  Canadian  dollars. 
The  year  before  that,  IP  revised  its 
depreciation  reporting  in  such  a  way 
as  to  lift  reported  earnings  by  nearly 
S5  million.  Treasurer  Monge  promises 
n-ore  in  the  way  of  tax  reductions  this 
year  to  help  support  IP's  reported  net. 

There  is  a  limit,  of  course,  to  how 
far  accounting  can  go  in  making  a 
poor  profit  look  like  a  better  one,  and 
the  price  weakness  that  is  likely  to  con- 
tinue in  some  of  IP's  most  important 
products — market  pulp,  for  instance — 
suggests  that  IP  will  get  little  addition- 
al support  ff-om  its  present  operations 
for  >-o~c  time.  Thus,  in  order  to  get 
IP's  earnings  trend  turning  upward 
ag'in.  Hinman  has  incentive  aplenty  to 
find  oth?r  sources  of  income  for  IP. 
"We've  been  talking  with  several  large 
comnanies  ;'bout  joint  exploration  of 
our  lards  for  minerals  and  for  oil  and 
gas."  hf  s;?ys,  and  that  at  least  is  some- 
thing. But  exoloration  is  a  long-term 
venture  and  minerals,  as  every  mining 
m-.>n  knows,  are  where  you  find  them, 
even  in  a  day  of  electromagnetic 
surveys. 

A  more  immediate  solution — and 
one  that  Hinman  concedes  he  has 
actively  considered — is  a  merger  be- 
tween IP  and  another  natural  resource 
company.  Such  a  merger  would  help 
shelter  IP  from  the  danger  of  a  take- 
over and  give  present  management 
some  voice  in  the  company's  affairs. 

But  the  unanswered  question  is: 
How  did  so  big  and  preeminent  a  com- 
pany pe:mit  itself  to  get  in  such  a  fix? 
What  has  the  board  of  directors  been 
doing  all  these  years?  ■ 


Family-Run  companies  are 
common  in  the  paper  indus- 
try, even  at  IP  where  the  Hin- 
man s  own  well  under  1%  of 
the  stock.  Edward  B.  Hinman 
(above),  54,  had  to  wait  30 
years  before  he  was  able  to 
take  over  as  top  man.  His 
father,  John  Hinman,  who  ran 
IP  for  nearly  20  years,  became 
president  at  age  58  in  1943. 
There  is  another  Hinman 
at  IP,  Ed's  brother  Richard, 
a    corporate    vice    president. 


Hilar  Goodyear  and  Firestone  are: 
ich  gets  about  60%  of  its  sales  from 
es,  each  gets  between  one-fourth 
id  one-third  of  sales  and  profits  out- 
k  the  US.,  each  is  strong  in  replace- 
ent  tires  as  well  as  in  original-equip- 
ent  sales  to  the  auto  companies,  each 
IS  bead  offices  in  Akron,  Ohio  only 
ur  miles  apart. 

But  those  facts  serve  to  obscure 
me  important  differences.  For  at 
ist  a  decade,  Goodyear  has  shown  a 
mble  ability  to  avoid  the  strikes  that 
ten  crippled  other  members  of  rub- 
er's Big  Four.  It  is  also  much  stronger 
an  Firestone  in  other  areas — chemi- 
1s  and  aerospace,  for  example — and 
is  alone  among  the  rubber  companies 
an  operator  of  a  major  atomic 
cility. 

Goodyear  is  also  happy  to  cut  in  on 
irestone,  given  the  chance.  Nine 
:ars  ago  Goodyear,  believing  that 
)ung  buyers  were  not  sufficiently 
vare  of  its  tires,  decided  to  challenge 


Firestone's,  well-established  leadership 
in  racing.  Goodyear  spent  as  much  as 
$5  million  per  year  on  its  racing  pro- 
gram, but  the  biggest  prize,  the  In- 
dianapolis "500,"  continued  to  elude  it. 
Then  last  year  Parnelli  Jones'  turbine- 
powered  racer  dropped  out  of  the 
"500"  with  ten  miles  to  go,  giving  the 
race  to  Goodyear-user  A.J.  Foyt. 
Though  De Young  downplays  the  race, 
his  advertising  people  don't.  And  Fire- 
stone, which  for  years  based  much  of 
its  advertising  on  the  drivers  who 
raced  to  victory  on  Firestone  tires  in 
the  "500,"  announced  several  weeks 
later  that  it  was  withdrawing  from  rac- 
ing because  of  "spiraling  costs." 

While  this  victory  for  Goodyear 
may  have  more  effect  on  company 
pride  than  on  its  income  statement, 
ano.ther  battle  is  brewing  that  could 
definitely  show  up  in  the  figures.  This 
is  Goodyear's  investment  in  the  Poly- 
glas  tire,  a  polyester-glass  fiber  design 
that  De  Young  claims  gives  up  to  twice 


the  wear  of  a  conventional  tire  for 
only  about  30%  more  cost.  DeYoung 
thinks  the  other  tire  companies  must 
develop  their  own  versions  of  the 
Polyglas  to  remain  competitive,  but 
that  Goodyear  has  a  substantial  lead. 
"In  our  business,"  says  Fred  J.  Kovac, 
manager  of  the  group  responsible  for 
the  new  tire's  development,  "a  one- 
year  lead  time  is  good.  Here  we  have 
a  two-  or  three-year  lead." 

Plenty  of  Tires.  Whether  or  not  the 
new  tire  is  all  DeYoung  claims,  it  does 
suggest  that  Goodyear  intends  to  stick 
to  its  present  course  of  being  primarily 
a  tire  company.  "We  try  to  diversify," 
says  DeYoung,  "but  as  fast  as  we  move 
into  any  other  area  our  tire  business 
keeps  growing."  In  the  future,  he  says, 
"I  expect  that  the  mix  between  our 
tire  business  and  other  operations  will 
be  about  the  same." 

Which  could  well  mean  that  it  is  the 
followers  who  will  have  to  change  if 
they  want  to  catch  the  leader.  ■ 
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r/?e  fio;f  Worth  Billions 

Containers,  says  a  high  government  official,  are  "the  biggest  development 
in  transportation  in  centuries."  They'll  bankrupt  some  companies,  make 
others  prosperous,  and  could  cut  the  cost  of  distribution  for  everyone. 


You  CAN  call  it  a  trend,  but  stampede 
might  be  a  better  term.  Suddenly,  ev- 
erybody is  interested  in  acquiring  ship- 
ping companies. 

•  Walter  Kidde  &  Co.,  a  budding 
conglomerate  run  by  Litton  Indus- 
tries' graduate  Fred  R.  Sullivan,  is 
acquiring  the  long-ailing  U.S.  Lines. 
Kidde  had  to  beat  out  Matson  Lines 
to  get  the  company. 

•  Litton  Industries,  which  already 
owned  a  shipyard,  bought  10%  of 
McLean  Industries  and  most  of  Mc- 
Lean's fleet  and  has  agreed  to  lend 
the  company  $100  million. 

•  A  fight  has  started  over  Moore  & 
McCormack,  with  City  Investing,  an- 
other growing  conglomerate,  contest- 
ing Texstar  Corp.  for  it. 

•  General  Dynamics  already  owns 
a  shipyard,  and  Fruehauf  Corp.  has 
just  bought  one,  Maryland  Shipbuild- 
ing. 

What's  up? 

In  a  word,  boxes — just  plain  boxes 
— made  of  aluminum,  steel,  plywood, 
fiberglass  or  what  have  you,  boxes  that 
now  come  in  various  sizes  but  are  be- 
ing standardized  at  8  feet  wide,  8  feet 
high  and  10,  20,  30  or  40  feet  long. 
They're  called  "containers." 

James  Gulick,  acting  U.S.  Maritime 
Administrator,  calls  containerization 
"the  biggest  new  development  in  trans- 
portation in  centuries." 
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Even  the  conservative  railroads  are 
finally  following  the  lead  of  the  New 
York  Central's  Alfred  E.  Perlman, 
now  president  of  the  Penn  Central. 
The  Central  started  a  container  ser- 
vice, called  Flexi-Van,  ten  years  ago 
this  month,  because  it  faced  a  prob- 
lem: All  the  nation's  railroads  were 
going  in  for  piggybacking,  that  is,  car- 
rying truck-trailers  on  flatcars.  The 
Central  hesitated  to  follow  because 
some  of  its  tunnels  were  too  low.  Perl- 
man,  therefore,  dreamed  up  the  idea 
of  carrying  goods  in  containers  instead 
of  truck-trailers;  since  they  had  no 
wheels,  the  height  of  the  railroad's 
tunnels  created  no  problem.  Quite 
aside  from  that,  it  turned  out  that  haul- 
ing containers  was  far  more  econom- 
ical than  hauling  truck-trailers — lack- 
ing wheels,  they  weighed  far  less.  And 
they  created  less  of  a  problem  of 
wind  resistance. 

One  of  the  first  railroads  to  profit 
from  the  Central's  example  was  the 
Southern.  More  are  doing  so  now. 

The  airlines  are  going  into  contain- 
erization too,  though  more  slowly. 
Only  one  type  of  aircraft,  the  Lock- 
heed L-lOO,  civil  version  of  the  C-130 
Hercules,  is  now  capable  of  handling 
a  standard  container,  but  Boeing's  747 
jumbo  jet  will  be  able  to  also.  The 
747  will  be  capable  of  carrying  214,- 
000  pounds  of  cargo  in  containers. 


"For  years  people  have  been  pre 
dieting  the  coming  of  containeriza' 
tion,"  says  Frederic  N.  Melius  Jr.  presi- 
dent of  U.S.  Freight,  "but  I  tell  yoi 
flatly,  containerization  is  here   nowA 

The  reason  is  this: 

Since  the  days  of  the  Phoeniciam  « 
and  the  ox  cart,   all  products  excep.  n 
bulk  items  like  coal   and  grain  hav»^ 
been  moved  "break  bulk" — that  is,  ar 
tide  by  article.  Scotch  whisky,  for  ex 
ample,  normally  moves  case  by  case,* 
A  distiller  in  Scotland,  shipping  whisk; id 
to  New  York,  puts  it  aboard  a  true' 
case    by    case.    At    Southampton    th 
whisky    is    unloaded    case    by    case 
placed  on  a  pallet  case  by  case,  an, 
lowered  into  the  hold  of  a  ship.  A 
New  York  the  whisky  again  must  b  v 
unloaded  case  by  case.  If  bound  fc  | 
Los  Angeles,  it  must  be  put  aboard 
train  case   by  case   and   placed  on 
truck  the  same  way. 

All  this  naturally  takes  lots  of  tiiE 
and  highly  paid  union  labor.  Today 
takes  five  to  six  days  to  load  a  ship,  i 
long  to  unload  it.  It  costs  $3,000  1 
$6,000  a  day  to  keep  a  ship  in  port- 
and  the  ship  makes  no  money  lying  i 
port. 

The  system  also  makes  for  fantast 
pilferage  of  small,  expensive  items  111 
transistor  radios,  perfumes  or  whist 
It's  all  too  easy  for  a  Scottish  truclB 
or  a  Southampton  stevedore  to  piiK 
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1  case  or  two  of  whisky  for  himself, 
nd  the  same  goes  for  everyone  who 
landles  the  shipment  in  New  York. 
According  to  an  industry  source,  about 
0""^  or  1 19i^  of  all  the  Scotch  whisky 
hipped  to  New  York  disappears  in 
ransit. 

On  top  of  all  this  is  the  paperwork, 
t  takes  at  least  two  dozen  forms  to 
;et  a  shipment  from  one  place  to  an- 
pther.  Multiply  this  by  the  number  of 
places  a  shipment  must  go,  and  the 
igure    reaches    into   the   stratosphere. 

One  Package.   Many  Carriers 

Containerization  makes  possible 
that  the  experts  call  "an  intermodal 
ystem  of  transportation."  Until  re- 
ently.  goods  moving  from  Japan  to, 
a>.  England,  had  to  travel  the  long 
oyage  southeast  across  the  Pacific, 
hrough  the  Panama  Canal,  and  north- 
ast  across  the  Atlantic.  With  contain- 
:rs.  the  Japanese  shipper  can  use  U.S. 
md  Canadian  railroads  as  "a  land 
•ridge."  He  can  send  his  goods  to  San 
"rancisco  or  Seattle  or  Vancouver  by 
ontainer  ship.  There,  in  only  a  few 
lours.  the  containers  can  be  trans- 
errcd  to  a  train,  then  sped  across  the 
ontinent  and  put  aboard  another  con- 
ainer  ship  bound  for  Southampton. 

The  Soviet  railroad  system  could 
imiiarK  be  used  as  a  land  bridge  for 
hipments  from  Japan  to  Eastern 
lurope. 

The  savings  in  time  are  enormous, 
iays  W.S.K.  Jones,  minister  of  Trade 
t[  Industry  for  the  province  of  Nova 
Icolia:  "Establishment  of  an  all-con- 
ainer  network,  linking  Japan  and  Eu- 
opc  by  a  land  bridge  across  Canada, 
vould  cut  the  time  of  Japan-Europe 
ransportation  from  about  the  present 
15  da\s  to  25  or  even  less,  from  seven 
veeks  to  perhaps  three  weeks." 

Says  Trailmobile's  George  Mc- 
^lanis.  assistant  vice  president  in 
:harge  of  marketing:  "Containers  will 
»i\e  rails  another  key  to  profitability." 
rhc  other  side  of  the  coin:  "The  land 
iridge,"  says  Jones,  "would  virtually 
ender  obsolete  the  Suez  and  Panama 
Zanals.  along  with  the  St.  Lawrence 
ieaway." 

No  one  has  yet  been  able  to  put  a 
iollar  value  on  the  savings  that  con- 
:ainerization  will  bring,  but  they  cer- 
;ainly  will  be  huge.  According  to 
Maitland  Pennington,  Maritime  Ad- 
ministration official,  it  costs  ten  times 
more  to  load  and  unload  a  ship  article 
i)y  article  than  container  by  container. 

Again,  while  it  now  takes  five  or  six 
days  to  load  or  unload  a  ship  article 
3y  article,  it  takes  just  one  day  con- 
tainer by  container,  according  to  Penn- 
ington. 'It  means  three  container  ships 
:an  make  as  many  scheduled  voyages 
as  six-and-a-fraction  C-2s  [as  most 
U.S.     cargo     ships     are     designated]. 
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What's  more,  those  three  ships  can 
carry  one-and-a-half  times  as  much  as 
the  six-and-a-fraction.  Figure  it  out  for 
yourself:  A  C-2  carries  about  500,000 
cubic  feet,  a  container  ship  about  1.5 
million,'"  he  says. 

The  idea  of  containerization  is  sim- 
plicity itself.  And  yet  the  business  of 
moving  goods  by  container  didn't  exist 
until  1955.  when  Malcom  McLean, 
president  of  the  McLean  Trucking  Co., 
founded  what  was  later  called  Sea- 
Land,  with  the  backing  of  Roy  Frue- 
hauf.  then  president  of  Fruehauf 
Corp.  (see  p.  34).  It  didn't  really 
catch  on  until  a  couple  of  years  ago. 
Why  not? 

Containerization  got  nowhere  be- 
cause it  doesn't  make  sense  without 
standardization.  A  container  must  be 
able  to  travel  by  every  means  of  trans- 
portation everywhere  in  the  world.  A 
container's  locking  mechanism  must 
fit  a  truck-trailer,  a  flatcar,  a  plane, 
the  hold  of  a  ship — and  other  con- 
tainers— in  order  to  have  a  complete 
system.  The  size  of  the  container  must 
be  standardized,  too,  so  that  it  can  go 
through  a  tunnel  in  the  U.S.  as  well 
as  in  the  Swiss  Alps. 

Another  roadblock  in  the  way  of 
containerization  was— and  still  is — 
vested  interests — by  no  means  always 
labor  unions.  For  example,  in  1959 
U.S.  Freight  started  a  container  service 


to  Japan.  Says  Melius:  "The  Japanese 
warehouses  are  centuries  old.  They're 
owned  by  distinguished  families.  If 
you  can  transfer  goods  in  a  container 
directly  from  a  ship  to  a  truck,  you 
don't  need  a  warehouse.  The  families 
that  own  them  were  not  about  to  let  us 
bypass  them.  They  made  us  unpack 
every  container.  That  made  the  whole 
operation  impossible." 

Still  another  impediment  to  contain- 
erization: To  achieve  maximum  effi- 
ciency in  moving  containers,  all  the 
systems  of  transportation  must  be  co- 
ordinated. The  truck  hauling  a  con- 
tainer must  find  a  flatcar  waiting  at 
the  railroad  yard;  the  flatcar  must  find 
a  ship  waiting.  When  the  ship  arrives 
in  a  foreign  port,  it  must  find  a  truck 
waiting:  and,  what  is  more,  it  must 
find  containers  waiting  filled  with  U.S.- 
bound  goods.  Otherwise,  instead  of 
turning  around  in  24  hours,  it  must 
wait  in  port,  eating  up  money  until  a 
cargo  arrives. 

The  Essential  Ingredient 

A  final  impediment:  money.  It  costs 
about  $15  million  to  build  a  container 
ship,  from  $3  million  to  $8  million  or 
.$9  million  to  convert  a  regular  cargo 
ship  to  containers.  And  that  is  just 
the  beginning.  Ordinary  containers 
cost  between  $2,000  and  $15,000, 
depending  on  size  and  type.  Says  U.S. 
Freight's  Melius:  "If  you're  running  a 
I  ,()00-container  ship  between  New 
York  and  Southampton,  you  need 
3.000  containers — 1,000  aboard  the 
ship,  1,000  waiting  at  Southampton, 
and  1,000  waiting  in  New  York  when 
the  ship  returns.  The  containers  are 
going  to  cost  you  as  much  as  the  ship." 

Money?  Ports  must  be  rebuilt  to 
handle  container  ships.  The  Port  of 
New  York  Authority  is  spending  $175 
million  to  create  a  container  port  in 
Elizabeth,  N.J. 

Money?  One  of  the  best  machines 
yet  developed  for  lifting  a  container 
from  the  hold  of  a  ship  is  a  gantry 
built  by  PACECO,  which  Fruehauf 
has  just  made  arrangements  to  acquire. 
It  sells  for  about  $800,000. 

Money?  In  the  words  of  Fruehauf's 
President  William  E.  Grace.  "There 
are  about  1  million  truck-trailers  in  the 
U.S."  Can  the  nation's  motor  carriers 
aff'ord  to  junk  the  ones  they  own  and 
put  tens  of  millions  of  dollars  into 
containers  and  container-carrying  trail- 
ers? Can  the  railroad  aff^ord  to  junk  the 
flatcars  they  bought  to  carry  trailers? 

One  by  one,  however,  these  road- 
blocks are  being  removed.  Last  year  all 
the  industrial  nations  (including  the 
Soviet  Union)  agreed  on  a  standard- 
ized container  8  feet  high  by  8  feet 
wide  by  10,  20,  30  or  40  feet  long. 
Also,  some  months  ago  the  U.S.  rail- 
roads agreed  on  a  standard  flatcar  that 
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can  carry  both  containers  and  trailers. 
The  railroads  are  getting  together  to 
drum  up  container  business  with  an 
eye  on  guaranteed  three  day  coast-to- 
coast  service  in  the  near  future. 

Nations  are  beginning  to  make 
agreements  with  each  other.  A  Jap- 
anese line,  for  example,  has  made  ar- 
rangements with  the  Soviet  Union  to 
ship  containers  via  the  Trans-Siberian 
Railroad  to  Eastern  Europe. 

The  labor  problem  on  the  West 
Coast  seems  to  have  been  solved.  The 
shipping  companies  there  have  signed 
a  contract  with  Harry  Bridges'  Inter- 
national Longshoremen's  &  Ware- 
housemen's Union  under  which,  in  re- 
turn for  permission  to  use  containers, 
they  have  agreed  not  to  fire  anyone 
because  of  automation.  The  union  will 
not  demand  that  men  who  retire  be 
replaced;  and,  to  make  retirement 
more  attractive,  the  shipping  lines 
have  put  $34.5  million  into  a  retire- 
ment fund  and  plan  to  double  that 
amount  by  1971. 

Not  all  the  roadblocks  are  gone.  On 
the  East  Coast,  President  Thomas 
Gleason  of  the  International  Long- 
shoremen's Association  is  demanding 
a  far  stiffer  price  than  Bridges  to  per- 
mit mechanization.  Gleason  recognizes 
that,  under  a  Bridges-type  contract,  he 
would  eventually  lose  a  good  part  of 
his  membership  and,  consequently,  of 
his  revenue  from  dues.  Furthermore, 
says  a  leading  freight-forwarder,  "The 
members  hate  the  idea  of  mechaniza- 
tion, too.  Whenever  we  talk  with  union 
officials,  sooner  or  later  they  say:  'AH 
right,  so  you're  not  going  to  fire  any- 
one ;  but  what  about  the  fringe  bene- 
fits?' They  mean  pilferage.  From  the 
beginning  of  time,  longshoremen  have 
considered  the  stuff'  they  pilfer  as  part 
of  their  wages." 

Japan's  Reversal 

There  are  other  roadblocks  but 
enough  of  them  have  been  removed 
to  start  the  container  boom.  The  Jap- 
anese, for  example,  have  decided  to 
stop  fighting  containerization,  and 
are  now  plunging  ahead  with  all  the 
business  skill  and  determination  that 
is  expected  soon  to  make  Japan  the 
world's  second-largest  industrial  na- 
tion. Six  Japanese  shipping  lines  are 
building  two  all-container  ships  apiece. 
They  have  gotten  together  to  arrange 
a  shipping  schedule.  In  addition,  NYK, 
another  Japanese  firm,  made  a  deal 
with  Matson  to  share  port  facilities  in 
the  U.S.  and  Japan.  According  to  Frue- 
hauf's  Grace,  the  president  of  NYK 
recently  told  him  that  his  fleet,  which 
is  second  only  to  Britain's  P&O 
(Peninsula  &  Oriental),  will  eventual- 
ly be  100%  containerized. 

The  Europeans  are  going  full-steam 
ahead  in  containerization,  too.  In  the 
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U.S.,  all  the  major  shipping  lines  are 
building  container  ships.  Says  John 
Griffith,  general  freight  traffic  manager 
of  U.S.  Lines:  "We're  now  building 
five  container  ships,  which  will  come 
out  this  year,  and  we're  going  to  build 
a  sixth.  They  will  be  full  container 
ships  and  within  a  year  these  six 
ships  will  replace  all  our  cargo  vessels 
in  the  Atlantic,  and  there  are  15  of 
them." 

Containerization  may  well  be  the 
salvation  of  U.S.  Lines — a  fact  not 
lost  on  Walter  Kidde,  which  will  be 
its  new  parent.  The  company's  trade 
route,  the  North  Atlantic,  was  made  to 
order  for  containers:  The  East-West 
break-bulk  traffic  and  the  West-East 
break-bulk  traffic  are  almost  equal, 
which  means  no  empty  containers; 
moreover,  in  both  cases  much  of  the 
cargo  consists  of  manufactured  goods. 

Moore  &  McCormack  went  into  con- 
tainerization about  two  or  three  years 
ago.  "We  began  simply  by  carrying 
containers  in  existing  ships,"  says  Har- 
rison R.  Glennon,  executive  vice  pres- 
ident. Now  the  company  is  building 
four  ships,  which,  "we  hope  will  en- 
able us  to  get  our  portion — what  we 
consider  to  be  our  portion — of  the 
total  cargo  moving." 

American  Export  Isbrandtsen  has 
created  a  new  division,  Container  Ma- 
rine Lines,  and  has  converted  two  of 
its  ore  carriers  into  container  ships, 
renaming  them  Container  Despatcher 
and  Container  Forwarder.  Sea-Land, 
Matson  and  Seatrain,  which  pioneered 
in  containers  in  that  order,  are  expand- 


ing as  fast  as  they  can.  Says  William 
Cole,  executive  vice  president  of  Sea- 
train:  "We're  going  into  the  container 
trade  in  Hawaii.  Right  into  Matson's 
territory.  The  area  can  support  two 
lines.  Hawaii  is  a  great  population  and 
consumer  center." 

The  Port  of  New  York  Authority 
estimates  that  by  1975  the  city's  piers 
wilKbe  handling  about  8.8  million  long 
tons  of  containerized  foreign  com- 
merce. This,  says  the  Authority,  will 
xepresent  about  80%  of  all  the  cargo 
that  possibly  can  be  containerized  and 
50%  of  all  cargo. 

Too  Soon? 

The  history  of  business  teaches 
that  the  ground  floor  is  not  always 
a  good  place  to  be.  There  are  those 
who  feel  that  the  container  boom 
is  being  overdone.  Says  Kenneth 
Schaefle,  director  of  management  pro- 
grams at  Northwestern  University's 
Transportation  Center:  "The  amount 
of  container  ship  capacity  we're  build- 
ing is  twice  as  much  as  will  be  needed 
by  1970."  He  predicts  vicious  rate 
wars,  in  which  many  shipping  lines 
will  go  under. 

Seatrain's  Cole,  however,  disagrees: 
"I  don't  see  any  shortage  of  cargo  even 
with  those  new  cargo  jets  coming 
along.  More  and  more  goods  are  mov- 
ing by  ship,  and  this  will  increase  in 
the  future."  The  Maritime  Administra- 
tion's Pennington  believes  there's  no 
danger  of  too  much  capacity  because 
container  ships  will  take  business  away 
"from  the  irregular  cargo  ships,  the 
tramps.  On  the  North  Atlantic,"  he 
says,  "about  5  million  tons  of  cargo 
are  moved  by  tramps.  Container  ships 
can  move  them  more  efficiently." 

However,  Pennington  does  add: 
"There  are  going  to  be  a  lot  of  bloody 
noses  in  this  business.  Who'll  get 
them?  The  people  who  don't  realize 
this  is  a  business.  The  people  who 
keep  talking  about  how  their  families 
have  been  going  to  sea  for  300  years. 
The  people  who  give  you  all  this  ro- 
mantic nonsense  about  the  grizzled 
old  salt  standing  on  the  bridge  of  his 
ship  with  the  sea  spray  in  his  face." 

A.  Theodore  DeSmedt,  president  of 
Isthmian  Lines,  Inc.,  warns  that  some 
companies  "have  entered  into  some 
unusual  and  probably  dangerous 
financing  arrangements." 

Says  the  Department  of  Transpor- 
tation's Donald  Agger:  "Sure,  some 
companies  will  go  under." 

Most  of  the  experts  believe  the  com- 
panies that  do  survive  will  prosper  as 
never  in  recent  history.  Pennington  of- 
fers this  reason:  "In  this  country, 
we're  best  at  doing  things  that  are  cap- 
ital intensive,"  he  says.  "At  present, 
wages,  maintenance,  repairs  and  the 
like  represent  about  80%   of  a  ship- 
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The  Battery  Sucker. 


K  it  cost  Avis  a  customer 
last  month,  thatk  one 
customer  too  many. 

This  is  the  bug  that 
causes  batteries  to 
go  dry  in  rent  a  cars. 

Just  one  of  47  different 
bugs  we're  trying 
to  get  rid  of  at  Avis. 

We  try  to  keep 

our  shiny  new  Plymouths 

not  only  spotless, 

but  bugless. 

Avis  tries  harder. 
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CAVIS  RENT  A  CAR  SYSTEM,  IHC,  A  WORLOWIOE  SERVICE  Of  ITT 
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ping  company's  costs;  capital  invest- 
ment, 20% .  Containerization  reverses 
that  ratio." 

Maritime  Administrator  Gulick 
says,  "We  need  a  new  breed  of 
men.  Fortunately,  they're  beginning 
to  come  into  the  industry — people 
from  the  outside  who  see  the  opportu- 
nities in  containerization."  The  Mari- 
time   Administration     welcomes    the 


entry  of  companies  with  proven  man- 
agement like  Walter  Kidde  and  City 
Investing,  both  headed  by  Litton  In- 
dustries' alumni. 

No  one,  of  course  is  minimizing  the 
risks.  Professor  Paul  Cherington,  of 
the  Harvard  Graduate  School  of  Busi- 
ness, and  perhaps  the  U.S.'  greatest 
scholar  on  transportation,  says:  "Sure, 
there  are  financial  risks.   But  there's 


really  no  choice  for  shipping  lines.  It's 
analogous  to  a  father  who  is  asked  to 
spend  $5,000  on  hospitalization  for  a 
sick  child.  If  he  spends  the  $5,000,  his 
child  may  wind  up  no  better  oflf  than 
he  started  out — but  if  he  doesn't  agree 
to  spend  it,  he  may  not  have  a  childv 
'  "If  you're  not  ready  to  get  into  con- 
tainerization today,  you  may  not  be 
here  tomorrow."  ■ 


Fruehauf  Corp.:  Going  to  Sea 

A  landlubber  is  the  likeliest  prospect  for  cashing  in  on  the  revolution  that's  sweeping  shipping. 


The  coming  of  containerization 
opens  a  terrific  market  for  manufac- 
turers of  containers,  a  market  that  is 
expected  to  reach  $250  million  a  year 
by  the  early  Seventies,  a  market  for 
50,000  containers  a  year  at  prices 
ranging  from  $2,000  to  $15,000,  de- 
pending on  the  size  and  the  purposes 
for  which  they  will  be  used — whether 
for  carrying  liquids,  for  example,  or 
automobiles. 

In  the  rush  toward  containerization, 
several  of  the  nation's  shipping  lines 
may  go  under  as  they  cut  rates  to 
gain  cargo.  However,  one  thing  is  cer- 
tain: The  companies  that  make  the 
containers  just  can't  lose.  And  the 
company  most  likely  to  profit  is  De- 
troit's Fruehauf  Corp.  Already  the 
nation's  biggest  manufacturer  of  truck- 
trailers,  Fruehauf  Corp.  also  has  the 
container  market  practically  in  the 
bag. 

The  man  who  launched  container- 
ization in  the  U.S.  was  a  Maxton,  N.C. 
trucker  named  Malcom  McLean,  but 
the  man  who  made  it  possible  was 
Roy  Fruehauf.  Thanks  to  Roy  Frue- 
hauf, son  of  the  founder,  Fruehauf 
Corp.  had  an  estimated  70%  of  the 
commercial  market  and  65%  of  the 
government  market  last  year. 

As  Fruehauf  President  William  E. 
Grace  tells  it,  the  story  begins  in 
1954,  when  McLean,  then  head  of 
the  McLean  Trucking  Co.,  started 
worrying  about  the  high  cost  of  dis- 
tributing goods,  particularly  goods 
bound  for  ports  overseas.  The  prob- 
lem, he  decided,  was  not  the  cost  of 
the  long-haul  operation  but  the  cost 
of  loading  and  unloading.  Stevedor- 
ing alone  frequently  accounted  for 
more  than  half  the  freight  bill. 

Developing  the  idea  of  contain- 
erization, McLean  went  out  and 
bought  an  interest  in  a  steamship 
company,  but  the  ships  weren't 
enough:  He  needed  containers,  and  he 
didn't  have  the  money  for  them.  He 
went  to  Fruehauf. 

Fruehauf  was  a  notoriously  bad 
administrator,  but  he  was  a  man  of 
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Grace    of    Fruehauf    Corp. 

vision:  He  was  among  the  first  to  pro- 
mote piggybacking — carrying  truck- 
trailers  on  railroad  flatcars — and 
later  fishybacking  and  birdybacking — 
carrying  them  in  ships  and  planes.  He 
listened  to  McLean  and  said:  "I'm 
with  you."  At  that,  McLean  went  out 
and  founded  McLean  Industries,  Inc. 
Fruehauf  agreed  to  sell  him  $20  mil- 
lion worth  of  containers.  According 
to  a  Sea-Land  official,  the  terms  were 
20%  down  and  five  years  to  pay. 
Grace  says  they  were  nothing  down 
and  eight  years  to  pay.  (The  board 
fired  Roy  Fruehauf  three  years  later.) 

Head  Start 

Until  Matson  went  into  the  busi- 
ness in  1958,  McLean  was  the  only 
container  ship  line  in  the  U.S.,  and 
Fruehauf  was  the  only  company  man- 
facturing  the  right  type  of  container. 
For    a    long    time,    McLean    hovered 
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near  the  red,  but  it  kept  expanding  and 
it  kept  ordering  more  and  more  con- 
tainers. By  now,  Fruehauf  has  sold 
$175  million  worth  of  them  to  Mc- 
Lean's Sea-Land  (a  name  coined  to 
dramatize   the   operation). 

When  the  New  York  Central 
started  its  Flexi-Van  container  service, 
Fruehauf  was  the  only  company  with 
the  capacity  to  mass-produce  them. 
Flexi-Van  was  a  real  breakthrough 
for  containerization.  Until  then,  all 
the  nation's  railroads  had  been  going 
in  for  piggybacking  but  piggybacking 
didn't  really  make  an  intermodal 
transportation  system  possible.  Truck- 
trailers  could  not  be  carried  on  planes, 
and  only  a  limited  number  could  be 
carried  on  ships. 

The  Flexi-Van  container  system 
does  have  several  disadvantages  as 
well  as  advantages.  Not  all  railroads 
can  use  it  because  of  the  yard  re- 
quirements necessary  for  getting  Flexi- 
Vans  on  and  off  flatcars.  However, 
Flexi-Van  did  make  an  intermodal 
system  possible.  The  result:  In  1966, 
the  last  year  for  which  a  breakdown 
is  available,  Flexi-Van  provided  9% 
of  the  Central's  revenue  and  16%  of 
its  earnings,  although  it  represented 
less  than  1  %  of  total  operating  equip- 
ment. 

Despite  the  success  of  Flexi-Van, 
other  railroads  were  slow  to  move 
into  containerization.  (A  notable  ex- 
ception: the  Southern.)  They  had  too 
much  invested  already  in  piggyback. 
However,  the  Flexi-Van  business  was 
all  Fruehauf  needed.  Already  preemi- 
nent in  truck-trailers  with  35%  of  the 
market,  the  Flexi-Van  business  plus 
the  Sea-Land  business  made  Fruehauf 
even  more  preeminent  in  containers. 
Other  companies  manufacture  them 
now — Pullman's  Trailmobile  division, 
for  example,  makes  containers  for  J I 
Matson — but  Fruehauf  has  never  had  "• 
less  than  60%  of  the  commercial  and 
65%  of  the  government  market.  Frue- 
haufs  nearest  competitor  is  Trailmo- 
bile, which  had  16%  of  the  market  last 
(Continued  on  page  39) 
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Secondary  recovery 


The  principle  of  a  seltzer  bottle 

helps  us  extract  more  oil  from  the  earth 

than  nature  intended. 


Pressure  from  gas  in  a  soda  dispenser 
pushes  the  soda  out.  If  the  pressure 
escapes,  tKe  soda  stays  in  the  bottle. 

The  same  is  true  of  oil  wells. 

Pressure,  such  as  that  exerted  by  natural 
gas  or  water  in  underground  formations, 
pushes  the  oil  out.  But  generally  there's 
only  enough  natural  pressure  to  extract 
a  portion  of  the  available  oil. 

The  remainder  would  stay  in  the  earth's 
rocks  if  it  weren't  for  "secondary 
recovery." 

In  this  process,  we  give  nature  a  helping 
hand  by  adding  supplemental  energy  to 
recover  additional  oil. 

Sometimes  we  inject  natural  gas  into 
the  field.  Water  is  more  often  employed. 
Lately  we  have  been  using  steam  as  a 
most  effective  method  in  our  viscous 
oil  reservoirs  of  California. 

Secondary  recovery  has  many  benefits. 
Among  them: 

Profitability.  Return  on  investment  is 
high  and  risk  is  low.  Because  of  this,  we 


have  once  again  this  year  materially 
increased  our  budget  for  secondary 
recovery  projects. 

Conservation.  Secondary  recovery 
increases  this  country's  petroleum 
resources.  Since  1 960,  our  engineers 
have  added  one-quarter  of  a  billion 
barrels  to  Union's  production  and 
reserves  by  using  these  recovery 
techniques. 

This  important  method  of  producing 
oil  has  contributed  substantially  to 
the  remarkable  growth  we've  enjoyed 
since  1960. 

During  that  period,  we  have  more  than 
doubled  our  assets,  tripled  our  revenues, 
and  quadrupled  our  earnings. 

Today,  we  are  the  twenty-sixth  largest 
manufacturing  company  in  the  United 
States,  with  operations  throughout 
the  world. 

Secondary  recovery:  another  example 
of  growth  with  innovation. 

Union  Oil  Company  of  California. 
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Announcing  the  world's  most  advanced 
new  family  of  computers. 

The  NCR  Century  Series. 

Never  before  so  much  performance 
at  so  low  a  cost. 


\  introduces  the  Century  Series.  This  new  computer 
ily  will  change  all  your  old  ideas  about 
iputer  costs  and  capabilities. 
'  technological  in- 
ations  make  possi- 
outstanding  price/ 
formance.   Ultra- 
800  nanosecond 
1  film,  short  rod 
nory.   Monolithic    inte- 
ed  circuitry.  High-speed 
I  spindle  disc  units.  Mem 


ory  sizes  from  16,384  to  524,288  eight-bit  char- 
acters. Sophisticated  operating  software.  NEAT/3, 
COBOL,  FORTRAN.  Line  printing  speeds  from 
450  to  3000  LPM.  Real-time  processing  and 
multi-programming.  And  best  of  all,  true  upward 
compatibility.  No  reprogramming  as  you  move 
upward  in  size.  What  does  it  all  mean  to  you? 
Tremendous  cost  and  time-saving, 

to  name  just  two  benefits.  To  learn  at 

least  ten  others,  contact  an  NCR  man. 

He'll  give  you  the  story  of  the  Century. 


NCR 


Send  the  most  skeptical  tnetnlier 

of  your  Plant  Location  Team 
to  SOUTHEAST  PENNSYLVANIA 


Send  him  to  this  big,  booming  area 
that  reaches  out  from  Philadelphia 
to  take  in  such  vital  centers  as 
Chester,  Norristown,  Pottstown, 
Doylestown,  Coatesville  and  King 
of  Prussia. 

Back  he'll  come,  with  the  kind  of 
important  facts  and  figures  that  can 
help  you  make  the  right  decision 
about  your  next  plant  site.  Any 
prejudice  in  our  favor  won't  be  a 
surprise.  To  confirm  our  optimism 
we  offer  below  a  sampling  of  what 
your  man  will  see  here. 

Diversified  Manufacturing 
Center.  Southeast  Pennsylvania 
holds  more  than  90%  of  all  indus- 
tries listed  by  the  U.S.  Census. 
Chemicals  and  drugs  are  the  region's 
largest  industry.  Other  important 
fields  include:  food  processing,  ap- 
parel, refining,  metal  fabrication, 
electronics,  and  aerospace. 

To  Man  Your  Machines: 
Labor.  Manpower  is  depend- 
able, with  a  consistently 
enviable  record  of  labor 
relations.  Another  significant 
sign  of  the  kind  of  stability 
your  plant  location  requires: 
almost  62%  of  Philadelphians 
own  the  homes  they  live  in. 


PENNSYLVANIA 


DOYLESTOVl 

POTTSTOWIJ 

NORRISTg 

KING  OF  PRUSStAj 

PHILAf 
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NEW  YORK 
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Southeast  Pennsylvania 
(area  in  red)  stands 
at  the  heart  of  America's 
megalopolis.  Midway  between 
New  York  and  Washington. 


Researcli  and  Skilled  Profes-i 
sionals.  Southeast  Pennsyl- 
vania has  more  than  425  research 
laboratories,  employing  15,000  sci- 
entists and  engineers.  The  annual 
R&D  dollar  volume  exceeds  $500 
million.  The  area  is  recognized  as 
the  leading  center  for  research  in 
the  life  and  biomedical  sciences  in 
the  United  States.  Medical  and 
pharmaceutical  research  alone 
account  for  $80  million  a  year.'*' 

Education.  Southeast  Pennsyl- 
vania is  home  to  thirty-one  4-yeai 
universities  and  colleges  including 
University  of  Pennsylvania,  Tempk 
University,  Drexel  Institute,  Bryr 
Mawr,  Villanova,  Swarthmore  anc 
Haverford  College.  There  are  11 
accredited  professional  and  techni- 
cal schools.  Result:  a  large  reservoii 
of  engineers  and  scientists. 

So  send  us  your  man.  He  may  re 
main  a  skeptic  in  most  areas,  but  hi 
should  have  warm  praise  for  South 
east  Pennsylvania. 

Source: 

<!'  Research  in  Southeastern  Pennsyl 
vania,  a  booklet  done  by  Induslrio 
Research  Magazine. 

PHILADELPHIA  ELECTRIC j 
COMPANY  ' 

1000  Chestnut  Street,  Philadelphia,  Pa.  1910 

A  forward-looking,  investor-owned  com-pau 
with  more  than  100,000  stockholders. 
Serving  Southeast  Pennsylvania  with 
the  help  of  atomic  power. 


(Continued  from  page  34) 
year,  but  whose  share  McManis  ex- 
pects to  grow  this  year  with  '"sizable 
new  orders  from  U.S.  Lines,  American 
President  Lines  and  Pacific  Far  East 
Lines."  Brown  Trailer  and  Strick  Corp. 
are  third  and  fourth. 

Fruehaufs  early  association  with 
Sea-Land  gave  it  another  great  ad- 
vantage over  all  its  competitors  except 
Trailmobile:  worldwide  facilities  to 
produce  not  only  containers  but  also 
parts  for  containers  that  may  be  dam- 
aged in  transit.  The  company  has  fac- 
tories in  England,  France,  Germany, 
Brazil.  Japan  and  Australia.  Trailmo- 
bile has  a  worldwide  network  too, 
with  factories  in  Canada  and  Mexico 
and  licensees  in  Europe.  Australia  and 
South  America.  The  importance  of 
having  factories  abroad  is  this:  If  a 
line  is  putting  a  container  ship  into  op- 
eration, it  must  have  containers  in 
every  port  it  touches.  When  it  reaches 
England  and  unloads  its  containers,  it 
must  have  new  containers  waiting  for 
it;  the  same  is  true  when  it  reaches 
Italy.  Says  Grace:  "I'm  in  a  position 
to  deliver  3,000  containers  to  you  in 
New  York  and  have  3.000  in  England 
when  you  get  there  and  3,000  in 
Japan." 

Fruehaufs  final  advantage  is 
money.  "Tight  money  is  here  to  stay, 
and  we've  got  the  money,"  says 
Grace.  Fruehauf  has  total  assets  of 
S414  million  and  an  annual  cash  flow 
of  about  $31  million.  Grace  believes 
that,  because  of  tight  money,  the  future 
of  the  container  business  lies  in  leasing. 
"We  can  handle  leasing  easily,"  he 
says.  "We've  already  got  more  con- 
tainers on  lease  than  all  our  competi- 
tors put  together."  (Last  year  Frue- 
haufs leasing  business  increased  from 
less  than  $5  million  in  1966  to  $47 
million.) 

He  sees  great  advantages  in  leasing 
over  selling,  even  though  leasing 
doesn't  bring  in  quite  as  quick  re- 
turns in  revenues  and  earnings.  One 
is  the  fact  that  leasing,  in  efi'ect,  cre- 
ates a  captive  market.  The  other  is 
that  leasing  offers  tax  advantages — 
"deferred  income  tax  and  the  7% 
investment  credit.  You  know,  some- 
times you're  lucky  to  make  15%  be- 
fore taxes.  That  7%  investment  credit 
is  almost  equivalent  to  15%  before 
taxes." 

Grace  is  convinced  that  Fruehauf 
can't  help  but  keep  its  lead  in  the  con- 
tainer business.  "This  business  isn't 
nearly  as  competitive  as  truck-trail- 
ers." he  says.  "There  are  over  100, 
maybe  as  many  as  150,  companies  in 
the  U.S.  that  make  truck-trailers,  but 
there  aren't  half  a  dozen  that  could 
possibly  go  into  containers.  Let's  say 
you're  a  trucker  in  Phoenix.  You  need 
a  truck-trailer.  You  could  buy  it  more 
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Still  Ahead.  Sea-Land  now 
has  stiff  competition  in  the 
container  ship  business,  hut, 
as  a  result  of  Malconi  Mc- 
Lean's early  start,  it  still  car- 
ries nearly  50%  of  all  the 
containers  now  aboard  ships 
flyinfi     the     American     flag. 


cheaply  from  us  than  from  a  local 
manufacturer,  but  the  delivery  costs 
would  more  than  make  up  for  the  dif- 
ference. So  you  buy  it  from  the  local 
manufacturer.  That's  why  there  are  so 
many  of  them  in  the  U.S. 

"The  container  business  is  different. 
Nobody  buys  a  container.  If  you're 
a  shipping  line  or  a  railroad,  you  buy 
thousands  at  a  time.  The  local  manu- 
facturer doesn't  have  the  capacity,  he 
doesn't  have  the  money,  he  can't  de- 
liver to  you  overseas."  Grace  doubts 
that  Fruehauf  will  ever  have  any  com- 
petition except  from  Trailmobile, 
Brown,  Strick  and  one  or  two  others. 

Ten  Rosy  Years? 

Fruehauf  is  expanding  its  produc- 
tion facilities  rapidly,  setting  up  new 
production  lines  in  Harrisburg,  Pa.  and 
at  Avon  Lake,  Ohio,  because  Grace  is 
convinced  "this  boom  in  containers  is 
going  to  last  at  least  ten  years.  It  will 
be  the  biggest  thing  you've  ever  seen. 
There  were  about  18,000  containers 
sold  in  the  U.S.  last  year — that  doesn't 
count  what  the  Government  bought. 
We  estimate  that  between  now  and  the 
end  of  1972,  150,000  will  be  sold.  We 
expect  sales  to  reach  50,000  a  year. 
And  that's  just  commercial  sales  I'm 
talking  about.  Some  45,000  containers 
were  built  for  the  Government  in  1967. 
The  Government  already  is  committed 
to  between  50,000  and  60,000  in  the 
next  three  years.  It  is  buying  so  many 
because  it  knows  that  most  of  them 
will  never  come  back.  When  the  war 
is  over,  they'll  stay  in  Vietnam.  They 
are  used  as  makeshift  shelters  or 
for  other  purposes. 

"Overproduction?  I  was  talking 
with  Malcom  McLean  about  that.  He 
said:  'Look,  it  takes  15,000  containers 
just  to  supply  Puerto  Rico.  How  many 
containers  will  it  take  to  supply  the 
world?  Bill,  you  and  all  your  com- 
petitors will  never  be  able  to  build 
enough  in  the  next  ten  years  to  meet 
the  demand.' " 

Grace  is  putting  Fruehaufs  money 
where  his  vision  is.  He  recently  made 
arrangements  to  acquire  PACECO, 
which  manufactures  gantries  designed 
to  load  and  unload  containers,  because 
he  believes  that,  as  the  stampede  to- 
ward containerization  grows,  a  great 
demand  will  develop  for  them  from 
railroads,  shipping  companies  and  port 
authorities.  He  previously  had  ac- 
quired Maryland  Shipbuilding  be- 
cause, he  says,  "there  are  a  lot  of 
conventional  cargo  carriers  at  sea  that 
soon  won't  be  worth  a  damn  until 
they  are  converted  to  containers. 
Maryland  Shipbuilding  is  basically  a 
glorified  repair  shop,  but  it's  ideal 
for  converting  conventional  ships  to 
containers.  It  has  the  biggest  drydock 
in  that  vicinity  of  the  world. 
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"I  think  conversion  can  be  a  luc- 
rative business,"  Grace  explains.  Even- 
tually, he  says,  he  may  expand  the 
yard  so  that  it  can  build  container 
ships  from  the  keel  up.  "We  have  no 
intention  of  running  them  ourselves. 
We'll  sell  them  or  we'll  lease  them." 
He  likes  the  idea  of  leasing  ships  for 
the  same  reason  he  likes  the  idea  of 
leasing  containers — the  immediate  tax 
benefits. 

Grace   predicts   that    Fruehauf   not 


only  will  remain  preeminent  in  the 
manufacture  of  containers,  but  that  it 
some  day  will  dominate  container 
transportation  in  the  U.S.  He  says: 
"The  future  lies  in  day-to-day  leasing. 
You  need  some  containers  to  ship 
goods  to  Tampa,  Fla.  You  don't  need 
them  for  eight  years  or  three  years  or 
three  months;  you  need  them  for  three 
days,  just  to  get  the  stuff  to  Tampa. 
We'll  lease  them  for  three  days,  and, 
when   you're  finished  with   them,   we 


won't  have  to  bring  them  back  empty 
because  we'll  have  someone  in  Tampa 
who  wants  to  lease  them  for  three 
days  to  ship  some  stuff  to  New  Or- 
leans. We'll  have  offices  everywhere  to 
handle  this  sort  of  business. 

"Logic  tells  me  this  is  the  only  sys- 
tem that  makes  sense,  and  that's  why 
I  say  we're  going  to  dominate  this 
whole,  business.  We  have  the  produc- 
tion facilities  and  we  have  the 
money."  ■ 


Every  expert  has  a  somewhat  dif- 
ferent picture  of  the  shape  of 
things  to  come  in  transportation 
now  that  containerization  is  a  fact. 
But  everyone  agrees  the  present 
fragmented  system  makes  even  less 
sense  than  it  did  in  the  past,  when 
it  made  very  little  sense  at  all;  and 
that  it  cannot  long  endure.  Sur- 
prisingly, this  is  true  even  of  those 
government  officials  who  owe  their 
power  and  prerogatives  to  the  frag- 
mentation, which  has  created  a 
system  that  allows  the  Interstate 
Commerce  Commission  to  lay  down 
rules  for  the  railroads,  motor  car- 
riers and  some  barge  lines;  the 
Federal  Maritime  Commission  for 
the  shipping  lines;  the  Civil  Aero- 
nautics Board  for  the  airlines. 

The  experts  believe  that  con- 
tainerization will  speed  up  the  con- 
solidation of  the  nation's  transporta- 
tion companies.  Kenneth  Schaefie, 
of  the  Transportation  Center  at 
Northwestern  University,  makes 
this  prediction:  Of  the  18  major 
shipping  lines  in  the  U.S.  today,  he 
says,  there  will  be  only  five  to 
seven  left  by  1982  or  so.  "There 
are  now  77  Class  I  railroads;  by 
1982  there  will  be  ten  to  13.  Eleven 
trunk  airlines  and  12  local  service 
airlines;  by  1982,  four  to  seven  of 
each.  Eighty  trucking  companies, 
with  revenues  of  $20  million  or 
more:  by   1982,  25  to  35. 

Dr.  Paul  W.  Cherington.  pro- 
fessor of  business  administration  at 
the  Harvard  Graduate  School  of 
Business,  believes  transcontinental 
railroad  systems,  offering  through 
service  from  coast  to  coast,  will 
have  to  come.  The  land-bridge  con- 
cept makes  it  mandatory,  he  says, 
and  so  does  the  competition  from 
the  Canadian  Pacific  and  the  Cana- 
dian National,  which  already  can 
offer  through  service. 

The  experts  predict  that  more 
and  more  railroads  and  shipping 
lines  will  own  motor  carriers,  as 
docs  the  newly-formed  Pcnn  Central 


"IT'S  GOT  TO  COME" 

and  some  even  insist  the  nation 
eventually  will  have  fully  integrated 
transportation  companies  that  own 
trains,  planes,  trucks  and  ships.  "I 
see  that  coming,"  says  Robert 
Blackwell,  of  the  Federal  Maritime 
Commission,  "and  I  see  no  legal 
inhibition  against  it."  Blackwell 
admits  the  Justice  Department 
might  take  a  dim  view  of  such  a 
company,  but  he  insists:  "It's  got 
to  come." 

The  Maritime  Administration's 
Pennington  believes  the  integration 
probably  will  come,  not  only 
through  actual  mergers,  but 
through  agreements  under  which 
a  shipping  line,  an  airline,  a  motor 
carrier  and  a  railroad  will  co- 
ordinate their  activities.  Maritime 
Administrator  James  Gulick  points 
out:  "When  you're  selling  contain- 
erization, you're  offering  a  through 
service.  You  can't  just  drop  the  ship- 
ment at  a  pier  and  forget  about  it." 

The  government  regulatory  agen- 
cies last  month  proposed  legislation 
to  Congress  to  make  integration 
easier.  Among  other  things,  they 
want  Congress  to  make  it  possible 
for  transportation  companies  to  get 
together  to  establish  a  through  rate 
for  goods  moving  by  container. 

On  the  Horizon 

The  experts  talk  of  international 
transDortation  systems.  George 
McManis  of  Pullman's  Trailmobile 
savs:  "We're  going  to  have  a  con- 
tainer-control outfit  using  comput- 
ers to  keep  track  of  every  container 
in  the  world  just  as  the  railroads 
keep  track  of  box  cars." 

When  intermodal  transportation 
systems  are  finally  developed,  who 
will  dominate  them?  On  this,  the 
experts  are  divided.  Pennington, 
even  though  he  is  with  the  Maritime 
Administration,  says:  "It  will  be  the 
railroads.  Containerization  requires 
immense  capital,  and  they  have  the 
capital.  Equally  important,  more 
than   half   the   cargo   at   sea   origi- 


nates more  than  300  miles  from 
port.  The  movement  of  the  bulk  of 
the  containers,  therefore,  will  origi- 
nate with  the  railroads."  For  this 
reason,  the  less-powerful  truck  and 
barge  industries  can  be  expected  to 
offer  some  opposition  to  inter- 
modal transportation. 

Not  everybody  is  convinced  the 
railroads  will  come  out  on  top, 
however.  F.N.  Melius,  president 
of  U.S.  Freight,  believes  the 
freight-forwarders  will  dominate 
intermodal  transportation.  They 
certainly  have  the  knowhow  to  ship 
goods  by  all  the  varying  means. 
And  they  have  another  plus:  Even 
before  through  rates  are  established, 
they  can  figure  out  for  a  shipper 
how  much  his  shipment  will  cost 
him.  Also,  the  freight-forwarder  can 
make  sure  the  shipper's  containers 
are  not  left  lying  for  days  on  a  pier 
or  in  a  railroad  yard. 

Government  officials  say  the 
present  system  of  regulation  v/ill 
have  to  change.  An  intermodal  sys- 
tem of  transportation,  they  agree, 
requires  an  intermodal  regulatory 
agency,  which  can,  among  other 
things,  set  a  through  rate  for  con- 
tainers. The  manufacturer  in 
Wichita,  who  is  shipping  to  Rome 
by  container,  wants  to  know  how 
much  it  will  cost  per  ton.  not  how 
much  he  will  have  to  pay  the  motor 
carrier  that  brings  the  container  to  a 
railroad  yard,  how  much  the  rail- 
road, how  much  the  shipping  line, 
and  what  it  will  cost  to  get  the  con- 
tainer from  Naples  to  Rome.  The 
government  officials  say  he  should 
be  able  to  get  a  through  rate,  as 
well  as  a  flat  rate  on  insurance. 
They  also  believe  that  insurance 
should  be  less  expensive,  since,  with 
containers,  the  danger  of  breakage 
and  pilferage  is  much  less. 

U.S.  Customs  also  is  beginning 
to  feel  the  impact  of  containeriza- 
tion. It  now  handles  export  declara- 
tions in  its  inland  offices,  thus 
speeding  shipment  at  portside. 
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Hen,  Metals  and  Minerals 
)n  the  Move 


Two-mile  runway 
to  the  heart  of  the  atom 


A  four-inch  copper  tube,  two  miles 
■^  *■  long,  weighing  400  tons  ...  a 
runway  to  accelerate  an  electron 
beam  to  20  billion  volts  . . .  and  focus 
it  on  an  infinitesimal  target  —  the 
atom! 

That's  the  Linear  Electron  Accel- 
erator af  Stanford  University,  an 
"atom  smasher"  to  study  particles 
10  million  times  smaller  than  seen 
through  the  finest  electron  micro- 
scope. 

Needed:  2,000,000  pounds  of  high- 
purity  copper  to  build  the  critical 
accelerator  tube.  Specified:  99.99% 
pure,  oxygen-free  copper  from  one 
of  the  world's  leading  copper  re- 
finers—the United  States  Metals  Re- 
fining Division  of  AMAX. 

Our  USMR  Division  was  one  of 
the  first  producers  of  premium-grade 
copper  and  copper  alloys,  indispen- 
sable to  the  electronics  industry.  In 
five  years  we  have  doubled  produc- 
tion of  these  vital  metals. 

Men,  metals  and  minerals  on  the 
move ...  at  USMR  as  at  all  the  highly 
diversified  AMAX  operations  in  the 
mining,  processing  and  fabricating 
of  basic  materials. 


AMAX  ALUMINUM:  Consolidates  divisions  pro- 
ducing AMAX  Aluminum  building,  extrusion,  foil 
and  mill  products.  Apex  Smelting,  Hunter  Engi- 
neering, K.iwneer  and  the  Intalco  primary  alumi- 
num plant   (50%  owned) 

AMAX  BASE  METALS:  Coordinates  mining,  metal- 
lurgic.'il  and  marketing  operations  of  copper,  lead 
and  zinc  businesses  including  production  of  cop- 
per, Or-IIC  brand  copper,  precious  metals;  iron, 
copper  and  alloy  metal  powders;  mining,  refining 
or  marketing  of  lead,  zinc  and  cadmium;  building 
the  first  new  lead  smelter  in  the  U.S.  in  over  40 
years. 

AMAX  CHEMICAL  AND  PETROLEUM:  Coordi- 
nates activities  in  petroleum,  gas,  potash  fertilizer 
and  associated  chemicals. 

AMAX  NUCLEAR:  Mines  uranium  and  vanadium; 
produces  zirconium  and  hafnium  fabricated  prod- 
ucts. 

AMAX  OVERSEAS  MINING  ACTIVITIES:  Respon- 
sible for  mining  investments  in  Africa  and  Australia; 
development  of  worldwide  markets  for  iron  ore 
outside  Australia. 

CLIMAX  MOLYBDENUM  COMPANY:  Produces 
more  than  50%  of  the  free  world's  molybdenum 
consumption;  and  tungsten. 

EXPLORATION  AND  MINE  DEVELOPMENT:  Ex- 
plores world-wide  for  mineral  resources. 
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You  Too,  Purex? 


What?  Another  conglomerate?  Yes,  soap-making  Purex 
is  on   its   way,   and   for  some   inescapable   reasons. 


It's  getting  contagious.  Everybody  is 
catching  conglomerate  fever.  Bath  In- 
dustries, the  old  Maine-based  builder 
of  naval  destroyers,  has  moved  to  ac- 
quire a  floor-covering  company.  The 
Penn  Central  is  looking  at  a  stocking- 
and-underwear  firm.  One-time  film- 
maker Republic  Corp.  sold  off  its  last 
studio  property  last  year  and  has  be- 
gun branching  out  into  electronics, 
graphic  arts  and  computer  equipment 
via  acquisitions.  And  now  Purex  Corp., 
maker  of  such  household-cleaning 
products  as  Purex'  Super  bleach, 
.SweetHeart  soap.  Trend,  Brillo  and 
Dutch  cleanser,  has  broken  out  with 
the  telltale  rash.  Since  April  1967  Pu- 
rex has  acquired  companies  in  swim- 
ming pool  equipment,  aviation  and 
agriculture.  "We  might  even  acquire 
a  company  as  big  as  ourselves,"  says 
President  William  R.  Tincher.  "We 
are  negotiating  with  three  companies 
v/ith  sales  in  excess  of  $200  million." 

But  however  well  Purex'  diversifica- 
tion ultimately  turns  out,  it  is,  in  one 
sense  at  least,  a  kind  of  admission  of 
defeat.  In  its  own  business  Purex  has 
been  quite  successful:  Net  income  has 
more  than  doubled  over  the  past  five 
years  and  return  on  stockholders' 
equity  has  averaged  14%,  a  figure 
higher  than  that  of  some  66%  of  the 
companies  covered  in  Forbes  20th 
Annual  Report  on  American  Industry. 

Nevertheless,  the  management  has 
decided  to  divert  its  efforts  into  diversi- 
fication. Why?  Simply  because  Purex 
is  caught  in  the  slam-bang  struggle  for 
grocery-shelf  space  among  Procter  & 
Gamble,  Colgate-Palmolive  and  Lever 
Brothers,  which  range  from  two  to  12 
times  as  big  as  Purex.  In  this  struggle, 
management  apparently  figures  it 
cannot  count  on  gaining  much  in 
market  share.  In  fact,  in  1966  Purex' 
earnings  dropped  for  the  first  time 
since  1954:  Its  profits  sank  19%  to  95 
cents  a  share  on  sales  that  barely 
moved  from  the  1965  level  of  $176 
million. 

Fighting  Back.  However,  Purex' 
tough-minded  management  did  not 
survive  in  a  tough  field  by  being  sleepy. 
It  has  cut  $3  million  from  the  budget, 
reorganized  its  grocery  products  di- 
vision marketing  and  management.  By 
the  end  of  fiscal  1967  Tincher  had  per- 
share  earnings  up  to  a  new  high  of 
$1.34  on  sales  of  $192  million.  And  he 
predicts  that  earnings  will  reach  at 
least  $1.60  a  share  on  sales  of  $280 
million  in  fiscal  1968,  ending  June  30. 

But  Tincher  hadn't  solved  the  com- 
pany's nagging  problem:  its  vulnerabil- 
ity to  attacks  from  the  Big  Three. 
Purex  survived  against  the  Big  Three 


Tincher  of  Purex 

for  so  long  by  avoiding,  wherever  pos- 
sible, product-to-product  confronta- 
tions with  them.  One  way  it  tried  to  do 
this  was  by  selling  below  the  premium 
prices  charged  by  the  Big  Three. 

This  strategy  was  a  matter  of  neces- 
sity. In  1957  P&G  acquired  Clorox, 
giving  it  more  intense  national  distri- 
bution. Its  major  competitor,  Purex' 
bleach,  was  selling  for  the  same  pre- 
mium price.  But  Purex  bleach  had 
more  limited  distribution  within  two- 
thirds  of  the  country  and  only  a  small 
advertising  budget.  Within  a  short  time 
Procter  &  Gamble  increased  Clorox' 
48%  share  of  the  market  at  Purex'  ex- 
pense. Today,  Clorox  holds  60%  of 
the  market.  Purex  fought  hard  and 
sought  to  go  national  with  its  bleach, 
first  test-marketed  in  Erie,  Pa.  But, 
says  Tincher,  "Even  with  a  newly  de- 
signed, more  easy  to  handle  bottle  we 
got  clobbered." 

Since  then  Purex  understandably 
has  preferred  to  compete  with  a  lower- 
priced  product  against  the  Big  Three. 
In  the  late  Fifties  Purex  was  selling 
its  Dutch  cleanser  below  the  premium 
price.  P&G  introduced  its  Comet 
cleanser,  and  within  18  months  gained 
the  largest  share  of  the  market. 

Purex'  vulnerability  was  most  evi- 
dent when  its  profits  declined  sharply 
in  fiscal  1966.  Around  1965  Purex' 
Trend  liquid  dishwashing  detergent 
was  selling  under  the  usual  market 
price  and  doing  well.  Then  Colgate 
and    Lever    Brothers    started    battling 


P&G  for  a  larger  slice  of  the  liquid- 
detergent  market.  In  the  process, 
prices  were  chopped  and  Purex'  Trend 
was  caught  in  the  cross-fire. 

On  to  $1  Billion?  "I  want  to  get  into 
areas  where  we  will  never  bump  heads 
with'  the  Big  Three,"  says  Tincher. 
"We  want  to  get  into  businesses  that 
.will  be  favorably  affected  by  increased 
leisure  time,  shorter  work  weeks  and 
increased  emphasis  on  recreation."  So 
far  Tincher  has  acquired  five  com- 
panies and  currently  has  another  four 
on  the  fire.  Three  of  them  manufac- 
ture swimming  pool  equipment;  an- 
other three  are  in  the  aircraft  field: 
two  of  them  are  associated  with  agri- 
culture, and  another  one  manufactures 
pneumatic  pumps.  All  of  them  are 
small.  The  biggest  is  Pacific  Airmo- 
tive  Corp.,  with  sales  of  $63  million. 
The  rest  are  far  smaller,  with  sales  in 
the  $I-million  to  $30-million  range. 
But  Tincher  is  thinking  big.  He  is  talk- 
ing of  sales  of  $1  billion — over  five 
times  the  present  level — by  1975. 

How  can  a  company  with  limited 
prospects  and  only  $68  million  in 
equity  capital  make  big  acquisitions? 
In  part  because  Purex  has  an  asset 
that  doesn't  show  up  on  the  balance 
sheet — a  lawsuit  growing  out  of  P&G's 
Clorox  acquisition.  In  1957  the  Fed- 
eral Trade  Commission  filed  suit  to 
force  P&G  to  divest  itself  of  Clorox. 
In  1967  the  Supreme  Court  agreed, 
and  last  month  P&G  announced  it 
would  spin  ofi"  Clorox  by  May   1969. 

Now  Purex  has  filed  a  suit  for  $175 
million  in  damages  against  P&G  on  the 
ground  that  its  acquisition  of  Clorox 
badly  damaged  Purex'  bleach  business. 
If  triple  damages  are  awarded.  Purex 
could  receive  a  breathtaking  $524 
million.  The  Supreme  Court  has  al- 
ready declared  P&G  in  violation  of 
antitrust.  Thus,  Purex'  chances  are 
pretty  good.  If  it  gets  even  a  fraction 
of  the  requested  damages,  the  impact 
on  Purex'  balance  sheet  would  be  tre- 
mendous. "This  thing  won't  be  settled 
out  of  court,"  says  Tincher,  who  came 
to  Purex  from  the  FTC,  where  he  spe- 
cialized in  antitrust  cases.  "It  will  prob- 
ably be  litigated  all  the  way  to  the 
Supreme  Court." 

Of  course,  it  may  be  years  before 
Purex  sees  a  penny  of  that  money.  But 
the  chances  of  collecting  a  substantial 
amount  seem  good.  And  this  gives  a 
special  situations  appeal  to  Purex  stock 
that  can  be  useful  in  making  acquisi- 
tions. Admittedly,  it's  something  of  a 
gamble  to  make  a  conglomerate  out 
of  a  smallish  company  with  limited 
growth  prospects.  But  Purex  clearly 
has  some  special  things  going  for  it.  ■ 
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WE  PUT 
THE  CITY  IN 
THE  PALM 
OF  YOUR 
HAND 


Pick  up  the  phone  book  and  the  city  is  at  your  beck  and  call.  Your  Yellow 
Pages  Jist  every  product  or  service  you  could  possibly  imagine.  The  White 
Pages  tell  you  a  friend's  forgotten  number,  or  help  you  with 
a  busy  list  of  phone  calls. 

Great  Northern  makes  directory  paper  to  provide  this  an- 
nual service  for  millions  of  subscribers.  It's  strong,  lightweight 
and  highly  printable.  We  produce  thousands  of  tons  of  it  a  year. 

What  else  from  Great  Northern?  Newsprint— we're  this  coun- 
try's leading  independent  supplier.  And  we  make  paper  for  cata- 
logs. Mass  magazines.  Paperback  books.  Containerboard  for  independent 
boxmakers.  And  plywood  used  in  construction. 

To  meet  the  demand,  Great  Northern  draws  on  more  than  2.4  million 
acres  of  woodlands.  Yet  we  actually  grow  more  trees  than  we  harvest.  And 
in  Maine,  Georgia,  Florida  and  Alabama  many  of  our  green  forest  lands 
are  open  for  the  public's  enjoyment. 

Making  paper  for  people  is  the  business  of  Great  Northern.  Specify 
Great  Northern  on  your  next  paper  order. 


RHEAT  NnnTIIPRM 

For  a  copy  of  our  latest  Annual  Report,  write  us  on  your  business  ■■■■fc^i    ■^■■■1  ■  llblll^ 
letterhead.  Dept.  P6D1,  522  Fifth  Avenue,  New  York,  N.Y.  10036.  PAPER      COMPANY 
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Popular  Science 

tested  11  leading 

color  TVsets* 


HOW  THE  SETS  COMPARE:  THE  PS  COLOR -TV  TEST  SCORECARD 
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Reprinted  courtesy  of  Popular  Science  Monthly  ©1968. 

Popular  Science  states,  "All  1 1  sets  displayed  a  pleasing  color  picture,  but  the  Magnavox  con- 
sistently produced  the  most  lifelike  flesh  tones  plus  most  natural-looking  background  colors." 

Magnavox 
tested  best. 
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Taking  a  Logical  Flyer 

Diversification?  Yes,  says  Outboard 
Marine.      Conglomeration?     Never! 


It's  a  familiar  story.  A  company  has  a 
good  thing  going  for  it — in  bowling 
or  boating  or  transistors  or  color  TV — 
rides  a  boom,  gets  the  reputation  for 
being  a  hot-shot  company,  but  in  the 
end  turns  out  to  have  been  merely 
lucky  and  to  have  no  real  staying  pow- 
er. The  landscape  is  littered  with  this 
kind  of  company. 

Occasionally,  however,  such  a  com- 
pany turns  out  to  be  more  than  a  mere 
flash  in  the  pan.  Such  a  one  is  Out- 
board Marine  Corp,  of  Waukegan,  111. 
Maker  of  Evinrude  and  Johnson  out- 
board motors.  OMC  soared  with  the 
boating  boom  in  the  late  Fifties,  sank 
when  boating  slowed,  but  since  has  re- 
sumed its  growth.  It  peaked  in  1959 
with  sales  of  S172  million  and  earnings 
of  Si. 76  a  share:  two  years  later  these 
were  down  to  SI 32  million  and  58 
cents,  respectively.  But  last  year  sales 
and  earnings  were  up  to  new  highs  of 
S233  million  and  SI. 91  per  share. 

Something  We  Know.  The  secret  of 
the  comeback  was  diversification,  but 
not  random  or  conglomerate  diversifi- 
cation. OMC's  easy-going  President 
William  C.  Scott  explains:  "We  feel 
that  anything  we  get  into  should  be 
something  we  know  something  about 
— let's  say  we  have  channels  of  distri- 
bution or  manufacturing  knowhow. 
Being  small-engine  makers,  we  believe 
that  anything  that  uses  small  engines 
is  a  natural  for  us." 

In  some  respects,  OMC's  diversifica- 
tion has  been  more  daring  than  Scott 
suggests.  Most  of  the  markets  OMC 
has  entered  were  immature  when  the 
company  first  got  into  them;  some  still 
are.  In  1952  OMC  started  selling  ro- 
tary lawn  mowers,  followed  by  chain- 
saws  in  1956,  inboard-outboard  boats 
in  1961,  snowmobiles  in  1964  and  tent 
trailers  in  1967. 

O.VIC  saw  an  opportunity  in  rotary 
'lawn  mowers  when  it  bought  RPM  Co. 
(later  Lawn  Boy)  in  1952  because 
they  tied  in  with  its  knowledge  of  two- 
cycle  engines.  "The  rotary  lawn  mower 
market  was  just  taking  off  when  we 
got  into  it,"  points  out  Scott.  Almost 
immediately,  the  whole  industry  got 
into  trouble  "with  umpteen  producers 
and  a  chaotic  price  situation."  Lawn 
Boy  was  one  of  the  few  producers  to 
pull  through.  Now  one  of  the  three 
biggest  rotary  lawn  mower  manufac- 
turers— along  with  Jacobsen  and  Toro 
— OMC's  move  has  finally  proved 
profitable,  and  Lawn  Boy  promises  to 
be  a  steady  earner. 

Cushman   Motors,   a   maker  of   in- 


Shakeout?  President  IVilliani 
C.  Scoti  put  Outboard  Marine 
into  the  booming  snowmobile 
market.  He  foresees  an  indus- 
try shake-out  soon.  Confi- 
dently, he  says,  "We  would 
expect  there  will  emerge 
after  one  or  two  chaotic 
years  a  fairly  few  stable  man- 
ufacturers"— including  OMC. 


dustrial  vehicles,  scooters  and  golf 
carts,  first  caught  the  eye  of  Board 
Chairman  Ralph  Evinrude  in  the  early 
Fifties.  With  Cushman's  dependence 
on  small  engines,  says  Scott,  "This  was 
a  field  right  down  our  alley,  manufac- 
turing-wise. In  this  instance  we  had  an 
elaborate  market  study  made  before 
we  went  any  further.  The  golf  carting 
thing  was  practically  in  its  infancy  at 
that  time."  Convinced,  OMC  ap- 
proached the  Cushman  family  owners 
in  1956.  Six  years  later  (after  the  fam- 
ily management  was  replaced),  Cush- 
man started  making  profits. 

OMC's  latest  market  entries  have 
been  just  as  daring.  The  most  notable 
one  is  snowmobiles.  They're  no  fad, 
Scott  insists,  although  now  there  are 
too  many  manufacturers.  "As  a  win- 
ter recreational  vehicle,  it's  a  perfect 
contraseasonal  item  as  far  as  we're 
concerned.  It's  very  important  to  our 
dealers."  Many  OMC  dealers  are  lo- 
cated in  lake  and  mountain  regions. 
Snowmobiles  have  outperformed  even 
the  optimistic  expectations  of  Scott. 
This  fiscal  year,  they  helped  OMC 
come  up  with  a  small  profit  in  the  tra- 
ditionally deficit  first  quarter. 

Less  successfully,  OMC  has  been 
trying  to  gets  its  inboard-outboard 
boat  business  moving  since  1961.  "It 
could  easily  flop  into  the  black  this 
year,"  says  Scott.  But  even  though 
boats  are  a  low-profit  business,  OMC 
intends  to  stick  it  out  because  boats 
are  "as  close  an  ally  as  you  can  have 
to  outboards,"  says  Scott. 

OMC's  latest  acquisition — small 
Trade  Winds  Campers,  producers  of 
tent  trailers — is  close  to  its  mar- 
keting experience.  "In  many  senses  of 
the  word,  it  competes  with  our  marine 
business,  because  frequently  I  believe 
people  choose  camping  as  a  way  of 
life  instead  of  boating,"  says  Scott. 
"But  it's  in  our  general  area  of  recre- 
ation products." 

Everything  Fits.  Where  OMC's  logi- 
cal diversification  has  really  paid  ofi"  is 
in  manufacturing  efficiencies.  "The  di- 
visions have  been  made  specialists  in 
certain  types  of  parts,"  says  Scott.  For 
instance,  the  Evinrude  division  as- 
sembles Evinrude  motors,  but  uses 
some  parts  made  solely  in  the  Johnson 
motor  factory.  When  new  acquisitions 
or  products  are  added  to  the  company, 
OMC  ties  their  production  in  with 
established  products.  Scott  says  that 
OMC  has  turned  down  acquisitions 
that  don't  fit,  such  as  electric  tools. 

Scott  is  pleased  with  OMC's  steady 
progress  and  predicts  higher  earnings 
in  1968.  "I  don't  think  much  of  con- 
glomerates, particularly  the  wilder 
ones,"  he  says.  "While  we  may  not 
grow  at  the  rate  of  some  others,  we 
think  our  growth  is  pretty  solidly 
founded."   ■ 
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GfVESAs^REEN  LIGHT  TO  INNOVATIONS  THAT  SQUEEZE  THE  WASTE  Of 


How  fast  can  we  locate  a  car 
on  our  10,400-mile  railroad? 

Would  you  believe  2  seconds? 


Let's  say  you're  a  Southern  Railwa 
customer  who  wants  to  know  th 
whereabouts  of  your  freight.  So  yoij , 
can  gear  production  schedules  to  rai 
delivery  of  raw  materials,  or  reduc 
warehousing  and  handling  cost 
through  close  coordination  of  ei 
route  shipments. 

Through  our  Direct  Inquiry  Sei 
vice— which  employs  the  largest  cen 
tralized  computer  complex  in  \h 
railroad  industry  —  you  simply  coilk 
tact  our  computer  and  give  it  the  idefl  lt 
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SOUTHERN  RALWAY  SYSTEM,WASHINGT0N,  D.  C. 


ification  number  of  the  car  carrying 
('Our  freight.  In  less  than  two  seconds, 
:he  computer  will  start  printing  your 
■eply,  giving  you  all  the  information 
leeded  to  pinpoint  the  location  of  the 
:ar  on  our  System. 

This  service  is  available  24  hours 
I  day,  7  days  a  week  and  is  answering 
customer  queries  on  some  12,000  cars 
I  day.  It  is  one  of  a  host  of  South- 
ern Railway  innovations  benefiting 
ihippers  and  consumers  by  squeezing 
he  waste  out  of  distribution. 


Our  never-ending  attack  on  waste 
in  distribution  is  one  of  many  impor- 
tant reasons  why  thousands  of  cost- 
conscious  businessmen  in  recent  years 
have  located  in  the  Southern-served 
South.  Why  not  you?  We'll  help  you 
"Look  Ahead  -  Look  South!"  for 
more  profit.  Write  or  call  Allen  H. 
Douglas,  Vice  President  —  Industrial 
Development,  Southern  Railway  Sys- 
tem, 270  Peachtree  Street,  N.  W., 
Suite  335,  Atlanta,  Ga.  30303;  tele- 
phone 404/688-7633. 


LOOK  AHEAD -LOOK  SOUTH 


Paper  Losses 

The  acquisition  of  Oxford  Paper  may  liave  helped  Ethyl  Corp.'s  debt/ 
equity  ratio,  but  what  it  did  to  profitability  was  somethir)g  else  again. 


At  an  age  when  most  executives  start 
thinking  of  retiring,  Floyd  D.  Gott- 
waid  was  just  getting  revved  up.  Back 
in  1962,  when  he  was  the  64-year-old 
president  of  Albemarle  Paper  Manu- 
facturing Co.  in  Richmond,  Va.,  he 
went  out  and  bought  Ethyl  Corp.,  a 
chemical  company  with  four  times 
the  sales  and  assets  of  his  $50-million 
paper  company.  It  was  the  financial 
coup  of  the  year,  perhaps  the  decade. 
Gottwald  reorganized  Ethyl  with  Al- 
bemarle as  a  subsidiary,  and  he  be- 
came chairman,  with  his  family  getting 
15%   of  the  new  corporation's  stock. 

Last  year,  at  age  69,  when  most 
executives  really  do  consider  retiring, 
Gottwald  vaulted  back  into  the  paper 
business  stronger  than  ever.  For  a 
special  preferred  issue,  convertible 
into  some  2.6  million  common  shares, 
Ethyl  bought  New  York-based  Oxford 
Paper  Co.  at  a  cost  of  some  $130  mil- 
lion. Oxford's  bleached-paper  business 
naturally  complemented  Albemarle's 
position  in  kraft  papers,  and  the  price 
seemed  right.  On  its  $97-million  sales 
in  1966,  Oxford  had  earned  $8.1  mil- 
lion, which  means  that  Ethyl  paid  out 
over  16  times  earnings.  Even  assum- 
ing no  profit  rise,  Oxford's  net  would 
be  suflficient  to  pay  the  dividends  on 
the  new  preferred  issue  and  still  add 
40  cents  per  share  to  Ethyl's  common. 

After  the  Party.  Things  did  not  look 
so  rosy  by  the  year's  end.  Oxford  in- 
deed reported  earnings  of  $8.1  million 
in  1966,  a  year  in  which  other 
bleached-paper  makers  also  did  well. 
But  in  the  four  years  immediately  pre- 
ceding, Oxford  had  averaged  less  than 
$3  million  in  earnings.  In  short,  the 
acquisition  of  Oxford  by  Ethyl,  like 
the  early  1967  acquisition  of  fine- 
paper  maker  S.D.  Warren  by  Scott 
Paper,  involved  a  certain  amount  of 
delicate  timing — by  the  sellers. 

Oxford's  operations  began  to  falter 
almost  as  soon  as  the  merger  was 
completed  on  a  pooling-of-interests 
basis  last  summer.  Therefore  Oxford 
contributed  only  about  15  cents  per 
Ethyl  common  share,  rather  than  the 
40  cents  or  so  that  had  been  antici- 
pated. In  addition,  1967  was  at  best 
a  so-so  year  for  chemical  companies. 
The  over-all  result  was  that  Ethyl, 
despite  a  22%  sales  gain  to  $469  mil- 
lion, showed  a  total  earnings  gain  of 
less  than  2%;  earnings  per  common 
share  fell  from  $3  to  $2.51,  mainly  be- 
cause of  heavy  preferred  dividend  re- 
quirements; and  the  addition   of  Ox- 


48 


ford's  equity  reduced  Ethyl's  own  re- 
turn on  equity  from  a  high  of  32.8% 
in  1966  to  15.9%  in  1967  (assuming 
full  conversion  of  the  preferred). 

"That's  nothing  I'd  apologize  for," 
retorts  Lawrence  E.  Blanchard  Jr., 
executive  vice  president.  "Oxford  was 
a  fine  acquisition  to  help  us  build 
our  equity  base — it  came  with  a  lot  of 
equity,  despite  low  profits.  Although 
it  lowered  our  return  on  equity,  it  also 
lowered  our  debt/ equity  ratio  from 
57%  to  about  47%,  increased  our 
working    capital    and    broadened    the 


Irked.  By  acquiring  Oxford. 
Floyd  Gottwald  is  finally  get- 
ting his  Albemarle  company 
into  the  bleached-paper  market. 
That's  what  he  wanted  in  I960 
when  he  contacted  Ethyl  about 
supplying  .some  chemicals. 
Ethyl  snubbed  him.  "That 
made  us  mad,"  he  says.  "So 
we  waited  two  years  and 
bought    Ethyl    for    ourselves." 


company's  base  for  sales  and  earnings." 
Long-Range    Approach.    Over    the 

longer  pull,  Gottwald  has  no  doubts 
about  the  profitability  both  of  Oxford 
and  of  the  other  Ethyl  operations. 
"Last  year  our  start-up  costs  and  our 
costs  in  planning  really  got  out  of 
control,"  he  explains.  "After  all,  there 
is  a  sensible  relationship  between  what 
the  cdmpany  should  be  doing  and 
what  it  can  do.  This  year  we're  han- 
dling costs  a  little  bit  more  sensibly." 

This  year  Gottwald  plans  to  con- 
tinue Ethyl's  diversification  into 
chemicals,  paper  and  light  metals.  The 
diversification  is  an  attempt  to  get 
further  away  from  the  company's 
former  concentration  on  petroleum 
additives,  particularly  gasoline  anti- 
knock compounds,  which  even  now 
comprise  42%  of  sales.  "Our  biggest 
expansion  one  of  these  days  is  going 
to  be  in  bromine  chemicals,"  Gottwald 
says.  However,  one  of  Ethyl's  heaviest 
uses  of  capital  now  is  increasing  tim- 
berland  holdings. 

"We're  not  trying  to  be  a  conglom- 
erate," says  Gottwald.  "We're  only 
trying  to  be  big  enough  in  each  area 
in  order  to  get  our  costs  down  to 
earth,  down  to  the  lowest  possible 
costs  anybody  could  have.  We  have 
no  interest  whatsoever  in  being  a  con- 
glomerate. It  would  require  starting 
all  over  again,  and  it's  enough  of  a 
problem  to  know  the  businesses  that 
we  are  in.  We're  only  interested  in 
expanding  in  areas  that  supplement 
any  area  in  which  the  technology  is 
not  new  to  us — or  at  least  in  which 
we  have  a  reasonable  grip  on  the  tech- 
nology that  is  involved." 

Now  approaching  his  70th  birth- 
day, Gottwald  isn't  through  yet.  He 
has  made  arrangements  with  Tenneco, 
Monsanto  and  a  Dutch  coal  company 
to  go  drilling  in  the  North  Sea  for 
natural  gas  later  this  year,  and  he  has 
had  thoughts  about  getting  into  tex- 
tiles. Synthetic  fibers  are  made  either 
from  chemicals  or  from  chemically 
treated  wood  pulp,  so  naturally  tex- 
tiles would  lit  into  Gottwald's  Ethyl 
Corp.  Also,  there's  a  chance  that 
Ethyl's  research  in  automotive  petro- 
leum chemicals  will  take  it  into  the 
production  and  sales  of  auto  parts — 
devices  to  reduce  lead  emissions  in 
exhaust  systems. 

Retirement?  "I  haven't  been  think- 
ing about  it,"  Gottwald  laughs.  "Guess 
that's  the  question  my  two  sons  are 
wondering  about  too.  They're  my 
severest  critics.  I'll  soon  be  70  years 
old.  Guess  I  ought  to  start  thinking 
about  it."  At  least  there's  not  much 
question  about  succession,  Gottwald 
adds.  Floyd  Jr..  45,  is  vice  chairman, 
and  Bruce,  34,  serves  as  executive 
vice   president   and   secretary.    ■ 

FORBES,  APRIL  1,  1968 
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Qoodbody  knovifs 
\i^tiat  investors 
should  know 
about 

tax-exempt  bonds 


Goodbody  is  a  respected  authority  in  the  tax-free 
bond  field.  Last  year,  for  example,  we  partici- 
pated in  over  $3,362,744,000  in  new  financing 
and  underwrote  206  issues  in  38  states.  These 
individual  issues  ranged  in  size  from  $21,000  to 
$114,050,000.  We  managed  or  co-managed  55 
issues. 

Goodbody's  Bond  Division  provides  a  wide- 
ranging  selection  of  services.  Our  Consulting 
Service  provides  municipalities  with  analyses 
and  recommendations  on  their  financing  prob- 
lems. Our  Municipal  Portfolio  Planning  List  gives 
investors  weekly  recommendations,  while  our 
portfolio  analysis  service  can  be  used  by  institu- 
tions and  individuals  to  evaluate  their  holdings. 
In  addition,  we  regularly  publish  many  bulletins 
on  issues  of  special  interest  to  individual  inves- 
tors. In  all,  Goodbody  maintains  one  of  the  in- 
dustry's most  complete  bond  departments. 

Each  week,  hundreds  of  sophisticated  inves- 
tors as  well  as  professionals  in  all  segments  of 
the  investment  community  eagerly  await  our 
Weekly  Bond  Letter.  It  contains  timely  items  of 
interest  and  provocative  opinions  and.  covers 
major  aspects  of  the  money  market  in  concise, 
straightforward  language. 


Here  are  a  few  examples  of  the  kind  of  no-non- 
sense material  found  in  recent  issues  of  the 
Bond  Letter:  pertinent  comments  on  the  inter- 
national gold  crisis  and  the  likelihoodof  a  tax  sur- 
charge and  reduction  of  the  U.S.  budget;  a  review 
of  the  President's  riot  report,  its  money  market 
implications  and  what  it  means  to  our  cities;  a 
prediction  on  the  kind  of  settlement  needed  to 
avert  a  steel  strike  in  1968;  some  thoughts  on 
the  prospects  for  the  Senate-passed  bill  to  let 
banks  underwrite  tax-free  revenue  bonds,  and  a 
continuing  flow  of  information  on  current  bond 
prices  and  yields.  In  addition,  the  Letter  contains 
a  weekly  feature  recommending  reading  material, 
which  is  considered  a  "must"  by  many  important 
investors. 

Every  thoughtful  investor  should  read  this 
fact-filled  Bond  Letter  written  in  a  style  designed 
to  increase  your  knowledge  and  enjoyment.  You 
may  obtain  a  free  copy  by  writing  to  Mr.  J.  F. 
Reilly,  Partner-in-charge  of  the  Bond  Division. 


investors  know 
Goodbody. 

Shouldn't  you  ? 


GOODBODY  &  CO.  55  BROAD 

NE>A/  YORK,  N.  Y.  10004 

over  90  offices  throughout  the  nation 

Established  1891    •  Members  of  leading  Stock  and  Commodity  Exchanges 


THE  MARKET'S  JUDGMENT  — 


Talk  all  you  will  about  "per- 
formance" stocks,  the  big 
money  is  still  in  the  blue  chips. 

Nearly  everyone  seems  to  think 
that  the  blue  chips  are  out  of  favor. 
Maybe  they  are,  but  only  so  far  as 
trading  and  speculation  are  con- 
cerned. The  figures  on  this  and 
the  following  pages  show  dramati- 
cally that  the  overwhelming  pro- 
portion of  equity  investment  still  is 
concentrated  in  the  blue-chip  type 
company. 

Listed  here  are  the  200  com- 
panies with  the  largest  market 
value;  largest  that  is,  in  terms  of 
price  per  share  multiplied  by  the 
number  of  shares  outstanding.  The 
resulting  figure  is,  in  effect,  the 
amount  that  the  stock  market 
thinks  the  whole  company  is  worth. 
For  every  Polaroid  or  Xerox  or 
Teledyne  or  Avon  Products,  there 
are  literally  dozens  of  big.  long- 
established  corporate  giants  on  the 
list.  It  contains  not  one  single  "hot 
little  company."  The  blue  chips  may 
not  be  moving  these  days,  but  they 
are  still  where  the  big  money  is. 

For  seven  years,  beginning  in 
the  spring  of  1961,  Forbes  has 
published  a  list  of  the  100  largest 
nonfinancial  corporations  in  terms 
of  total  market  value.  Three  years 
ago,  in  addition  to  the  100  com- 
panies, Forbes  statisticians  added  a 
list  of  the  25  largest  financial  cor- 
porations. This  year  both  groups  are 
combined  and  the  list  expanded  to 
the  200  U.S.  companies  with  the 
highest    market    value. 

The  total  market  value  of  the  first 
100  this  year  stands  at  $317  billion, 
up  slightly  from  last  year's  $311 
billion  although  the  stock  market, 
as  measured  by  the  Standard  & 
Poor's  500  index,  is  down  about 
2%.  The  first  100  companies 
comprise  nearly  60%  of  the  total 
value  of  all  the  common  stocks 
listed  on  the  New  York  Stock  Ex- 
change; the  200  companies  repre- 
sent about  71%  of  this  total  value. 
The  60%  figure  has  remained 
virtually  unchanged  over  the  years. 
Who  says  the  blue  chips  are  out  of 
favor? 

Looking  Backward.  The  lists 
present  an  interesting  picture  of 
corporate  success  and  failure  as 
judged  by  the  market.  Some  29 
companies  on  the  1961  list  did  not 
make  the  1968  Top  100  list,  among 


Market  Value 

Common 

Market  Value 

Number 

^^Rann-s. 

1968 

1967 

Equity^ 

Per  $  of 

Recent 

shares 

P/E 

1968 

1967 

Company 

(millions) 

(millions) 

Equity 

Sales 

Price 

(millions) 

Ratio 

1 

2 

IBM 

$33,050 

$24,896 

$  3,832 

$8.62 

$6.18 

589 

56 

51 

2 

1 

AT&T 

27,060 

32,500 

22,584 

1.20 

2.08 

50 

541 

13 

3 

3 

General  Motors 

21,213 

21,997 

8,914 

2.38 

1.06 

74 

286 

13 

4 

4 

Standard  Oil  (N.J.) 

14,721 

13,842 

9,454 

1.56 

1.00 

68 

215 

12 

5 

5 

Eastman  Kodak 

10,941 

12,035 

1,644 

6.66 

4.57 

136 

81 

28 

6 

6 

Texaco 

9,918 

10,407 

4.947   ^ 

2.00 

1.94 

73 

135 

13 

7 

7 

Sears,  Roebuck 

9,161 

7,905 

2,941 

3.11 

1.15 

60 

153 

27 

8 

8 

General  Electric 

8,069 

7,788 

2,342 

3.45 

1.04 

88 

91 

22 

9 

10 

Gulf  Oil 

7,155 

6,450 

4,-412 

1.62 

1.40 

69 

104 

13 

10 

9 

Du  Pont 

7,057 

6,969 

2,170 

3.25 

2.29 

153 

46 

23 

11 

12 

Ford 

5,486 

5,496 

4,800 

1.14 

0.52 

50 

110 

NA 

12 

11 

Xerox 

5,196 

6,092 

406 

12.80 

7.41 

237 

22 

53 

13 

14 

Standard  Oil  (Calif.) 

4,808 

4,868 

3,922 

1.23 

1.27 

60 

81 

11 

14 

13 

Minnesota  Mining 

4,644 

5,006 

772 

6.02 

3.77 

86 

54 

31 

15 

16 

Mobil  Oil 

4,488 

4,548 

3,900 

1.15 

0.73 

44 

102 

12 

16 

15 

General  Tel.  &Elec. 

3,986 

4,861 

1,664 

2.40 

1.52 

40 

101 

19 

17 

21 

Coca-Cola 

3,822 

2,907 

475 

8.05 

3.66 

134 

29 

38 

18 

18 

Standard  Oil  (Ind.) 

3,651 

3,683 

2,963 

1.23 

1.23 

52 

71 

13 

19 

19 

Procter  &  Gamble 

3,581 

3,580 

1,015 

3.53 

1.44 

84 

43 

20 

20 

17 

Shell  Oil 

3,557 

4,031 

2,068 

1.72 

0.97 

58 

61 

12 

21 

23 

Avon  Products 

3,466 

2,870 

175 

19.81 

7.30 

121 

29 

53 

22 

25 

Intn'l  Nickel 

3,312 

2,738 

865 

3.83 

4.65 

112 

30 

23 

23 

24 

RCA 

2,903 

2,849 

709 

4.09 

0.96 

46 

63 

20 

24 

22 

Polaroid 

2,897 

2,893 

221 

13.11 

7.75 

92 

32 

50 

25 

26 

Merck 

2,688 

2,704 

347 

7.75 

5.09 

76 

36 

30 

26 

20 

Union  Carbide 

2,574 

3,369 

1,665 

1.55 

1.01 

43 

61 

15 

27 

41 

Chrysler 

2,494 

1,790 

1,835 

1.36 

0.40 

54 

46 

12 

28 

30 

Amer.  Home  Prod. 

2,465 

2,366 

377 

6.54 

2.34 

51 

48 

25 

29 

35 

Westinghouse 

2,385 

1,981 

1,157 

2.06 

0.82 

63 

38 

20 

30 

31 

Oow  Chemical 

2,366 

2,341 

875 

2.70 

1.71 

79 

30 

18 

31 

38 

Intn'l  Tel  &  Tel 

2,358 

1,863 

868 

2.72 

0.85 

47 

50 

21 

32 

27 

Caterpillar 

2,180 

2,519 

773 

2.82 

1.48 

38 

57 

21 

33 

29 

Corning  Glass 

2,126 

2,378 

272 

7.82 

4.89 

309 

7 

42 

34 

28 

U.S.  Steel 

2,110 

2,463 

3,389 

0.62 

0.52 

39 

54 

12 

35 

34 

Pacific  G.&E. 

1,944 

2,085 

1,325 

1.47 

2.06 

33 

59 

13 

36 

36 

Phillips  Petroleum 

1,911 

1,946 

1,496 

1.28 

0.95 

55 

35 

12 

37 

33 

Comm.  Edison 

1,870 

2,107 

1,140 

1.64 

2.63 

45 

42 

15 

38 

t 

Bank  of  America 

1,845 

1,478 

1,030 

1.79 

1.84 

65 

29 

14 

39 

42 

Bristol-Myers 

1,832 

1,727 

150 

12.21 

2.31 

66 

28 

36 

40 

37 

General  Foods 

1,724 

1,905 

625 

2.76 

1.00 

69 

25 

17 

41 

49 

Reynolds,  R.J. 

1,724 

1,589 

774 

2.23 

0.90 

43 

40 

11 

42 

44 

Continental  Oil 

1,692 

1,652 

1,228 

1.38 

0.75 

67 

25 

12 

43 

46 

Goodyear 

1,692 

1,621 

1,061 

1.59 

0.64 

47 

36 

13 

44 

83 

Getty  Oil 

1,661 

1,038 

1,053 

1.58 

1.43 

82 

20 

15 

45 

52 

Penney,  J.C. 

1,647 

1,503 

510 

3.23 

0.60 

66 

25 

18 

46 

45 

Boeing 

1,604 

1,650 

580 

2.77 

0.56 

74 

22 

18 

47 

60 

Sun  Oil 

1,588 

1,380 

1,027 

1.55 

1.35 

63 

25 

15 

48 

* 

Occidental  Petrol. 

1,586 

523 

** 



1.92 

36 

44 

53 

49 

39 

Amer.  Elec.  Power 

1,576 

1,850 

792 

1.99 

3.01 

33 

47 

17 

50 

85 

Sperry  Rand 

1,564 

1,027 

580 

2.70 

1.01 

46 

34 

11 

51 

67 

Fed.  Dept.  Stores 

1,562 

1,267 

530 

2.95 

1.06 

72 

22 

19 

52 

t 

First  Nat'l  City  Bk. 

1,549 

1,513 

953 

1.63 

2.45 

58 

27 

14 

53 

48 

Lilly,  Eli 

1,540 

1,593 

280 

5.50 

3.77 

95 

16 

29 

54 

32 

Litton 

1,522 

2,257 

414 

3.68 

0.87 

65 

24 

30 

55 

58 

Union  Oil 

1,510 

1,414 

1,181 

1.28 

0.90 

55 

28 

13 

56 

69 

Honeywell 

1,487 

1,214 

351 

4.24 

1.42 

102 

15 

36 

57 

40 

Alcoa 

1,478 

1,829 

985 

1.50 

1.09 

69 

22 

18 

58 

61 

Firestone 

1,439 

1,365 

915 

1.57 

0.77 

50 

29 

14 

59 

53 

Monsanto 

1,436 

1,494 

1,075 

1.34 

0.88 

44 

33 

15 

60 

88 

Burroughs 

1,419 

1.014 

245 

5.79 

2.58 

173 

8 

41 

61 

t 

Chase  Manhatt.  Bk. 

1,407 

1,331 

1,188 

1.18 

2.15 

67 

21 

13 

62 

65 

Kennecott  Copper 

1,394 

1,301 

978 

1.43 

2.85 

42 

33 

18 

63 

57 

Gillette 

1,378 

1,423 

187 

7.37 

3.22 

48 

29 

24 

64 

* 

McDonnell  Douglas 

1,377 

NA 

364 

3.78 

0.47 

51 

27 

NA 

65 

64 

Johnson  &  Johnson 

1.373 

1,312 

294 

4.67 

2.67 

76 

18 

21 

66 
67 


43 
NA 


Bethlehem  Steel 
Penn  Central 


1,357 
1,337 


1,690 
NA 


1,857 


0.73     0.52 
—      0.65 


30 
58 


46 
23 


10 

19 


•New  to  list,     tincluded  in  Financial  group  last  year.     NA-Not  applicable. 
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■200  STOCKS  WITH  THE  LARGEST  MARKET  VALUE- 


Market  Value 

Common 

Market  Value 

Number 

^-Rank-^ 

1968 

1967 

Equity! 

Per  i 

i  of 

Recent 

Shares 

P/E 

1968 

1967 

Company 

(millions) 

(millions) 

Equity 

Sales 

Price 

(millions)  Ratio 

68 

62 

Cities  Service 

1.329 

1,341 

1.158 

1.15 

0.97 

46 

29 

11 

69 

71 

Tenneco 

1.310 

1.178 

525 

2.50 

0.74 

25 

52 

13 

70 

56 

Texas  Utilities 

1,278 

1,435 

467 

2.73 

3.78 

50 

25 

19 

71 

51 

Southern  Cal.  Ed. 

1,266 

1.513 

1,015 

1.25 

2.29 

34 

38 

14 

72 

76 

Texas  Gulf  Sulphur 

1,240 

1,105 

413 

3.00 

4.90 

123 

10 

20 

73 

t 

Transamerica 

1,230 

704 

540 

2.28 

1.08 

45 

27 

17 

74 

63 

Con.  Edison 

1,222 

1,332 

1,107 

1.10 

1.31 

33 

37 

13 

75 

89 

Marathon  Oil 

1,220 

1,003 

590 

2.07 

1.73 

42 

29 

17 

76 

59 

Southern  Company 

1.215 

1.395 

781 

1,56 

2.33 

25 

49 

16 

77 

71 

Warner-Lambert 

1,210 

1,181 

275 

4.40 

1.84 

42 

29 

24 

78 

86 

Atlantic  Richfield 

1,204 

1.020 

1,228 

0.98 

0.77 

102 

12 

12 

79 

68 

International  Paper 

1,185 

1,233 

1,034 

1.15 

0.84 

27 

44 

13 

80 

47 

Pfizer,  Charles 

1,167 

1,604 

419 

2.79 

1.83 

58 

20 

20 

81 

* 

Textron 

1,147 

903 

210 

5,46 

0.79 

44 

26 

21 

82 

90 

Georgia-Pacific 

1,147 

1.002 

453 

2.53 

1.41 

60 

19 

23 

83 

76 

Sterling  Drug 

1,116 

1.111 

215 

5.19 

2.49 

47 

24 

26 

84 

66 

Weyerhaeuser 

1,110 

1.285 

664 

1.67 

1.25 

37 

30 

19 

85 

84 

Zenith 

1,095 

1.031 

185 

5,92 

1.67 

58 

19 

27 

86 

55 

CBS 

1,061 

1.452 

209 

5.08 

1.17 

45 

24 

21 

87 

74 

Louisiana  Land 

1,D50 

1.127 

116 

9.05 

11.29 

58 

18 

23 

88 

50 

American  Cyanamid 

1,019 

1.588 

655 

1.55 

1.09 

23 

44 

14 

89 

95 

National  Dairy 

1,012 

958 

622 

1.63 

0.44 

35 

29 

16 

90 

72 

FMC 

1,006 

1,165 

488 

2.06 

0.77 

33 

31 

18 

91 

• 

Burlington 

1,006 

856 

577 

1.74 

0.74 

40 

25 

17 

92 

• 

Control  Data 

939 

418 

184 

5.38 

3.31 

112 

9 

61 

93 

70 

Amerada  Petroleum 

986 

1.190 

350 

2.82 

4.86 

77 

13 

16 

94 

• 

Anaconda 

933 

9C5 

1,200 

0.82 

0.94 

45 

22 

10 

95 

77 

Public  Service  E&G 

973 

1,105 

625 

1,56 

1.53 

31 

31 

12 

96 

• 

United  Gas 

968 

851 

353 

2.74 

2.00 

75 

13 

25 

97 

75 

Allied  Chemical 

966 

1.120 

706 

1.37 

0.78 

35 

28 

13 

98 

• 

National  Cash 

963 

835 

392 

2.46 

1.01 

108 

9 

27 

99 

• 

Freeport  Sulphur 

961 

799 

210 

4.58 

5.55 

62 

16 

30 

100 

54 

Texas  Instruments 

958 

1,455 

234 

409 

1.68 

88 

11 

42 

101 

73 

Sinclair 

945 

1,159 

1,165 

0.81 

0.63 

76 

13 

11 

102 

« 

Kresge.  S.S. 

941 

622 

270 

3.49 

0.68 

83 

11 

27 

103 

t 

Travelers  Insurance 

938 

1,385 

•  » 

— 

NA 

23 

42 

15 

104 

80 

Va.  Elec.  &  Power 

936 

1.073 

423 

2,21 

3.47 

40 

23 

19 

105 

* 

Campbell  Soup 

932 

878 

448 

2,08 

1.14 

28 

34 

17 

106 

t 

Aetna  Life 

932 

1.308 

•  * 

NA 

37 

25 

15 

107 

• 

Anheuser Busch 

921 

788 

255 

4'^8 

1.66 

83 

11 

25 

108 

85 

Florida  Power  &  Lt. 

897 

1,023 

410 

2.19 

3.15 

65 

14 

20 

109 

* 

SKellyOil 

892 

623 

452 

1.97 

2.11 

74 

12 

21 

110 

82 

Intn'l  Harvester 

892 

1.053 

1,136 

0.79 

0.35 

32 

28 

10 

111 

• 

Continental  Can 

883 

926 

•590 

1,50 

0.53 

45 

19 

11 

112 

• 

TRW 

879 

559 

293 

3.00 

0.84 

84 

11 

21 

113 

81 

Consumers  Power 

879 

1,063 

630 

1.40 

1.84 

39 

23 

14 

114 

t 

Continental  Ins. 

877 

905 

1,012 

0.87 

NA 

79 

11 

13 

lis 

* 

Teledyne 

876 

422 

152 

5.76 

1.56 

101 

9 

35 

116 

92 

American  Tobacco 

875 

999 

706 

1.24 

0.59 

31 

28 

10 

117 

t 

Morgan  Guaranty 

871 

823 

671 

1.30 

1.99 

96 

9 

12 

118 

96 

Union  Pacific 

871 

964 

1,400 

0.62 

1.52 

39 

22 

9 

119 

94 

Houston  Lt.  &  Power 

868 

985 

290 

3.34 

4.21 

43 

20 

21 

120 

98 

Central  &  Southwest 

863 

959 

420 

2.05 

3.22 

41 

21 

17 

121 

93 

Norfolk  &  Western 

854 

993 

999 

0.85 

1.44 

89 

10 

11 

122 

• 

American  Can 

854 

892 

631 

1.35 

0.59 

49 

18 

12 

123 

* 

Hewlett-Packard 

836 

812 

118 

7.08 

3.38 

67 

13 

42 

124 

* 

Borden 

834 

904 

600 

1.39 

0.53 

30 

28 

15 

125 

* 

Emerson  Electric 

833 

618 

176 

4.73 

2.06 

87 

10 

25 

128 

100 

Duke  Power 

832 

930 

369 

2.25 

2.92 

36 

23 

19 

127 

80 

United  Aircraft 

830 

1,081 

461 

1.80 

0.38 

70 

12 

14 

128 

91 

McGraw-Hill 

828 

1,000 

151 

5.48 

2.52 

40 

21 

33 

129 

83 

Corn  Products 

821 

1,035 

387 

2.12 

0.77 

37 

22 

16 

130 

* 

Philadelphia  Elec. 

816 

911 

540 

1.51 

2.16 

28 

29 

13 

131 

* 

Scott  Paper 

809 

848 

463 

1.75 

1.30 

24 

34 

17 

132 

67 

United  Air  Lines 

807 

1,285 

528 

1.53 

0.73 

44 

18 

10 

133 

* 

PepsiCo 

801 

888 

210 

3.81 

1.20 

38 

21 

20 

134 

• 

Columbia  Gas 

799 

826 

685 

1.17 

1.18 

25 

30 

11 

"Not  Available. 

^Estimated  where  figure 

not  available. 

them  Crown  Zellerbach,  Kimberly- 
Clark,  Great  A&P  and  Smith  Kline 
&  French.  Two  from  1961  did  not 
even  make  the  top  200 — Bruns- 
wick, ranked  44th  with  $1.1  bil- 
lion in  market  value,  and  American 
Machine  &  Foundry,  ranked  61st 
with  $968  million.  Another  dozen 
companies  declined  sharply  in 
ranking.  Six  steel  companies  were 
on  the  Top  100  list  in  1961  vs.  two 
today.  U.S.  Steel  ranked  eighth  then 
and  34th  today,  losing  $2.5  billion 
in  market  value,  and  Bethlehem 
Steel  ranked  20th  then  and  66th 
today,  losing  half  of  its  market 
value  down  to  $1.4  billion. 

A  few  companies  lost  rank  while 
gaining  market  value.  Minnesota 
Mining  ranked  12th  in  1961  and 
14th  today  on  a  $400-million  gain 
to  $4.6  billion. 

But  the  big  gainers  improved  in 
both.  Sears,  Roebuck  went  from 
tenth  place  to  seventh  while  gaining 
nearly  $5  billion  in  value.  Eastman 
Kodak  did  even  better,  moving 
from  ninth  to  fifth  and  gaining 
over  $6  billion.  The  biggest  win- 
ner of  all  was  IBM,  which  gained 
first  spot  this  year.  It  was  second 
in  1961  and  subsequently  ranked  as 
low  as  fourth  in  the  1963-65 
periods.  IB.M  gained  $20  billion 
in  value  since  1961  and  over  $8 
billion  last  year  alone  (Forbes, 
Mar.  15).  Over  the  entire  eight- 
year  period  only  two  companies. 
Avon  Products  and  Coca-Cola,  im- 
proved their  standing  on  the  list 
every  year. 

The  Price  of  Equity.  This  year 
for  the  first  time,  two  new  columns 
have  been  added — market  value 
per  dollar  of  equity  and  market 
value  per  dollar  of  sales.  In  other 
words,  the  market  is  saying  that 
buyers  of  Avon  Products  are  pay- 
ing $19.81  to  get  $1  of  equity  and 
$7.30  to  get  $1  of  sales.  For  IBM 
the  price  is  $8.62  for  $1  of  equity 
and  $6.18  for  $1  of  sales.  By  con- 
trast, $1  of  equity  in  Sinclair  Oil 
goes  for  only  81  cents,  $1  of  sales 
for  only  63  cents.  Sinclair  is  selling 
at  1 1  times  last  year's  earnings, 
while  IBM  and  Avon  Products  are 
selling  respectively  for  51  and  53 
times  last  year's  earnings. 

Note  to  followers  of  the  high- 
fliers: Only  four  nonfinancial  com- 
panies on  the  list  are  traded  in  the 
over-the-counter  market  or  the 
American  Stock  Exchange,  and  not 
a  single  new  highflier  of  last  year 
made  this  year's  list.  ■ 
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$1,500  to  $5,000 

Personal 

Loans 

to  Executives 

Strictly  Confidential 

A  nationwide  Executive  Loan 
Service  designed  for  respon- 
sible executives  as  a  conven- 
ient supplementary  source  of 
personal  credit.  No  collateral, 
no  endorsement,  no  embar- 
rassing investigation.  All  de- 
tails handled  by  mail  from 
the  privacy  of  your  office. 
Monthly  repayments  up  to  2 
years  if  desired.  References: 

First  National  Banl(  of  St.  Paul 
Northwestern  National  Bank  of  St.  Paul 
First  National  Bank  of  Minneapolis 
Northwestern  National  Bank  of 
Minneapolis 

For  full  particulars  write 
Mr.  a.  J.  Bruder,  Vice  Pres. 

Industrial  Credit 
Plan,  Inc. 

610  Hamm  Building 
St.  Paul.  Minnesota  55102 


Invest  in  the  book 
that  pays  its  own  way 

The  internationally  famous  reference 

guide  that  helps  you  make  important 

business  and  financial  decisions 

THE  NEW  YORK  TIMES 

WORLD  ECONOMIC  REVIEW 

AND  FORECAST:  1968 

Edited  by  Lee  Kanner, 

Assistant  to  the  Financial 

and  Business  Editor 

Available  now,  more  than  250  pages  of 
facts  and  features  you'll  need  this  year, 
written  by  more  than  200  on-the-spot 
experts  on  the  worldwide  economic 
scene.  These  exclusive  New  York  Times 
features  are  illustrated  with  the  best 
journalism  photography  and  with  clear, 
helpful  maps  and  descriptive  charts.The 
coupon  below  will  expedite  your  order. 
$3.95  paperbound. 

10  DAY  FREE  EXAMINATION 

Van  Nostrand,  Dept.    F-4, 

120  Alexander  St.,  Princeton,  N.J.  08540 

Please  send  me  copy[s]  of  THE 

NEW  YORK  TIMES  WORLD  ECO- 
NOMIC REVIEW  AND  FORECAST: 
1968  @  $3.95.  Within  10  days  I  will  remit 
purchase  price  plus  small  delivery  cost, 
or  return  book[s)  and  owe  nothing. 

NAME 


ADDRESS  . 
CITY  


STATE . 


ZIP. 


SAVE!  Remit  with  order  and  we  pay  de- 
livery. Same  return  privilege  guaranteed. 
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#  #/C7 

iriai  net 

Market  Value 

Common 

\jQinuii 

Market  Value 

Number 

Rank 

1968 

1967 

Equity* 

Per  $  of 

Recent 

Shares 

P/E 

1968 

Company 

(millions) 

(millions) 

Equity 

Sales 

Price 

(millions)  Ratio 

135 

Amer.  Smelting        $ 

798 

$     691 

$"    423 

$1.89 

$1.56 

73 

11 

13 

136 

North  Am.  Rock. 

797 

NA 

551 

1.45 

0.34 

34 

24 

14 

137 

Kerr  McGee 

782 

680 

210 

3.72 

1.84 

116 

7 

26 

138 

Std.  Oil  (Ohio) 

772 

716 

431 

1.79 

1.24 

63 

12 

12 

139 

Moore  Corp. 

761 

732 

175 

4.35 

2.48 

27 

28 

26 

140 

Southern  Pacific 

759 

857 

1,794 

0.42 

0.83 

28 

27 

8 

141 

Comb.  Ins.  of  Am. 

756 

646 

** 

— 

NA 

62 

12 

39 

142 

Singer 

754 

609 

466 

1.62 

0.66 

71 

11 

15 

143 

Alcan 

751 

950 

696 

1.08 

0.82 

23 

32 

12 

144 

Detroit  Edison 

749 

896 

598 

1.25 

1.82 

26 

29 

13 

145 

Middle  So.  Utilities 

741 

905 

464 

1.60 

2.24 

21 

35 

17 

146 

Hercules 

733 

1,014 

356 

2.06 

1.14 

37 

20 

16 

147 

American  Metal 

726 

702 

402 

1.81 

1.52 

47 

15 

14 

148 

Celanese 

725 

791 

568 

1.28 

0.65 

55 

13 

13 

149 

National  Lead 

722 

750 

400 

1.81 

0.96 

60 

12 

13 

150 

Sunray  OX  Oil 

715 

562 

517 

1.38 

1.23 

39 

19 

13 

151 

Kellogg 

713 

749 

190 

3.75 

1.60 

40 

18 

17 

152 

American  Hospital 

713 

543 

95 

7.51 

2.60 

77 

9 

47 

153 

Armco  Steel 

711 

838 

888 

0.80 

0.62 

48 

15 

10 

154 

Deere 

709 

1,088 

645 

1.10 

0.65 

48 

15 

12 

155 

Safeway 

708 

664 

410 

1.73 

0.21 

28 

26 

14 

156 

Household  Finance 

702 

589 

420 

1.67 

NA 

34 

21 

13 

157 

American  Express 

698 

564 

93 

7.51 

3.17 

147 

5 

32 

158 

Great  A&P 

698 

822 

620 

1.13 

0.13 

28 

25 

12 

159 

Motorola 

689 

638 

220 

3.13 

1.09 

112 

6 

36 

160 

Kaiser  Aluminum 

686 

755 

398 

1.72 

0.89 

40 

17 

25 

161 

Western  Bancorp. 

682 

682 

468 

1.46 

1.50 

32 

21 

16 

162 

Owens  Illinois 

681 

914 

436 

1.56 

0.71 

46 

15 

16 

163 

Reynolds  Metals 

676 

900 

613 

1.10 

0.84 

41 

17 

14 

164 

Pan  American 

676 

1,101 

446 

1.52 

0.74 

20 

34 

10 

165 

National  Steel 

673 

956 

766 

0.88 

0.66 

43 

16 

10 

166 

Squibb  Beech-Nut 

667 

NA 

188 

3.55 

1.15 

39 

17 

18 

167 

Ralston  Purina 

667 

850 

280 

2.38 

0.53 

22 

30 

24 

168 

Magnavox 

664 

570 

115 

5.77 

1.43 

43 

15 

22 

169 

Atch.  Top.  &  S.F. 

664 

738 

1,553 

0.43 

0.97 

27 

25 

12 

170 

Ohio  Edison 

662 

698 

313 

2.12 

2.85 

26 

26 

14 

171 

Manuf.  Hanover 

658 

589 

577 

1.14 

2.06 

47 

14 

11 

172 

Crown  Zellerbach 

658 

742 

492 

1.34 

0.83 

43 

15 

14 

173 

United  Utilities 

657 

518 

244 

2.69 

4.03 

26 

25 

22 

174 

Phelps  Dodge 

654 

683 

512 

1.28 

1.28 

65 

10 

13 

175 

Woolworth,  F.W. 

650 

668 

696 

0.93 

0.39 

23 

29 

10 

™ 

176 

Northwest  Airlines 

649 

1,135 

264 

2.46 

1.69 

71 

9 

11 

177 

Republic  Steel 

644 

743 

953 

0.68 

0.51 

41 

16 

9 

178 

P'burgh  Plate  Glass 

643 

599 

607 

1.06 

0.68 

63 

10 

15 

179 

Gen.  Pub.  Utilities 

642 

784 

510 

1.26 

2.06 

26 

25 

12 

180 

DisL  Corp.-Seag. 

637 

623 

590 

1.08 

0.53 

36 

18 

13 

181 

Ashland  Oil 

636 

614 

233 

2.73 

0.76 

35 

18 

15 

182 

CIT  Financial 

635 

633 

444 

1.43 

NA 

33 

19 

27 

183 

Smith  Kline  &  Fr. 

633 

730 

140 

4.52 

2.43 

43 

15 

15 

184 

Greyhound 

632 

665 

240 

2.63 

1.08 

20 

32 

14 

185 

Grace.  W.R. 

627 

960 

572 

1.10 

0.40 

34 

18 

13 

1 

186 

Carnation 

626 

518 

204 

3.07 

0.71 

123 

5 

20 

187 

National  Biscuit 

625 

646 

256 

2.44 

0.82 

46 

14 

15 

188 

Bankers  Trust 

622 

562 

378 

1.65 

2.21 

65 

10 

13 

189 

Searle,  G.D. 

622 

643 

53 

11.74 

4.68 

47 

13 

24 

190 

Time,  Inc. 

613 

718 

200 

3.07 

1.21 

87 

7 

20 

191 

Armstrong  Cork 

613 

606 

282 

2.17 

1.33 

57 

11 

23 

192 

Connecticut  Gen. 

612 

813 

*  * 

— 

NA 

51 

12 

18 

193 

Ins.  Co.  of  N.  Am. 

607 

863 

994 

0.61 

NA 

53 

11 

16 

194 

Becton,  Dickinson 

607 

505 

96 

6.32 

3.77 

57 

11 

47 

195 

Upjohn 

605 

848 

224 

2.70 

2.22 

43 

14 

20 

196 

Consol.  Foods 

602 

348 

215 

2.80 

0.54 

53 

11 

20 

i 

197 

Newmont  Mining 

590 

447 

270 

2.19 

NA 

62 

9 

12 

198 

Whirlpool 

582 

487 

200 

2.91 

2.86 

50 

12 

17 

199 

Colgate  Palmolive 

581 

440 

282 

2.06 

0.57 

39 

15 

18 

200 

Intn'l  Flavors 

580 

527 

55 

10.55 

7.84 

54 

11 

52 

^Estimated  where  figures  not  available. 

"Not  aval 

able.  NA-Not  ApplicabI 

e. 

/ 
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1967  PROGRESS  REPORT: 


Tenneco  fops 
$3.5  billion  in  assets, 
$1.7  billion  in  sales, 
$138  million  in  net. 


SUMMARY  1967/1966 

Operating  revenues- 
Gas  sales  and  transportation 

Machinery  and  equipment 

Crude  oil,  condensate  and  refined  products  .... 

Chemicals 

Packaging 

Land  use  and  other  

Net  income  to  Tenneco  Inc 

Tenneco  Inc.  preferred  and  preference  stock  dividends 

Net  income  to  Tenneco  Inc.  common  stock 

Net  income  per  average  share  of  common  stock  .... 


1967 


1966 


$    481,852.325 

$    462,349,971 

445,136,362 

421 ,084,948 

332.704,770 

314,182,988 

222,478,035 

215,832,008 

204,854,702 

203,701,189 

90,691,429 

80,747,650 

$1,777,717,623 

$1,697,898,754 

138,479,021 

134,005,899 

39,829,785 

40,540,119 

98,649,236 

93,465,780 

$1.96 

$1.89 

In  1967,  Tenneco's  24th  year,  the  company  abhieved  record  highs  in 

assets,  sales,  and  net  inconne.  And  net  per  common  share  increased  to  $1.96. 

Also  in  1967,  Tenneco  acquired  Kern  County  Land  Company.  This  put  Tenneco  into  two  new  areas 
of  activity— land  use  and  manufacturing.  At  the  same  time,  the  company  maintained  its 
leadership  in  natural  gas  pipelining.  And  expanded  its  operations  in  oil,  chemicals,  and  packaging. 

The  company's  growth  over  the  past  four  years  has  been  highlighted  by 
a  71.5%  improvement  in  revenues  and  a  38.4%  gain  in  net  income. 
It  is  now  the  nation's  13th  largest  industrial  corporation  by  assets. 

Those  were  some  of  the  salient  points  made  m  the  Tenneco  annual  report  to  its  240,000 
stockholders,  signed  by  Chairman  Gardiner  Symonds  and  President  N.  W.  Freeman. 

If  you'd  like  to  read  their  full  statement  along  with  all  the  facts  and  figures  behind  the 
growing  diversity  of  Tenneco,  send  for  our  Annual  Report.  It's  yours  for  the  asking. 


FOR  A  COPY  OF  OUR  1967  ANNUAL  REPORT,  WRITE  TO: 
SECTION  B,  PUBLIC  RELATIONS  DEPARTMENT,  TENNECO  INC.,  P.O.  BOX  2611,  HOUSTON,  TEXAS  77001 


TENNECO  INC. 


HOUSTON, TEXAS 


jTENNeCO  CHEMICALS.  INC. 


TENNESSEE  6AS  TRANSMISSION  CO 


TENNECO  OIL  CO. 


PACKAGING  CORPORATION  OF  AMERICA 


A 


KERN  COUNTY  LAND  CO. 
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Pass  GE?  "It  Won't  Take  a  Miracle 


ff 


So  says  Westinghouse's  Donald  Burnham.  But  while  he  has 
brought  his  company  a  long  way,  GE  is  still  ahead  in  profitability. 


Donald  C.  Burnham  may  well  be 
the  best  president  who  has  ever  headed 
Pittsburgh's  82-year-old  Westinghouse 
Electric  Corp.  For  decades  WX,  weak- 
ly led  and  poorly  managed,  flubbed  its 
opportunities.  Burnham  took  over  in 
1963.  At  the  time  sales  had  been  on 
a  $2-billion  plateau  for  five  years.  In 
Burnham's  four  years,  however,  sales 
have  gone  up  36%,  earnings  per  share 
have  risen  from  1963's  $1.28  to  a 
record  $3.21,  a  150%  gain. 

Yet  Burnham  frankly  concedes  that 
WX's  current  earnings  performance  is 
still  second-rate  in  comparison  with 
other  industrial  giants — especially  arch- 
rival General  Electric.  (In  Forbes  An- 
nual Report  on  American  Industry  prof- 
itability rankings  of  414  companies, 
General  Electric  ranked  115th  with  a 
return  on  equity  of  14.3%,  while  West- 
inghouse ranked  only  240th  with  a  re- 
turn of  10.6%.)  Burnham,  now  53, 
claims  that  the  gap  will  be  closed  be- 
fore he  retires.  The  big  golden  Five  on 
his  tie  clasp  puts  everyone  he  meets  on 
notice  of  his  next  goal.  "I  want  our 
earnings  to  be  at  least  $5  per  share  by 
1970,"  he  says.  "I'm  sure  that's  at- 
tainable." 

To  get  Burham's  views  on  how  he 
plans  to  keep  his  awakened  giant  from 
nodding.  Associate  Editor  Robert  J. 
Flaherty  flew  to  Pittsburgh  to  interview 
him.  The  two  had  last  met  when  Forbes 
did  a  cover  story  (Forbes,  June  1, 
1965)  on  Burnham.  Flaherty  reports: 

Three  years  later,  Burnham's  eyes 
still  sparkle  with  energy,  and  he  still 
nearly  bounces  out  of  his  chair  when 
he  talks  about  his  job.  But  he  has 
changed.  No  longer  a  president 
fighting  fires,  he  has  the  confidence 
that  comes  from  success.  He  has  raised 
his  horizons  on  how  much  he  feels 
WX  can  achieve.  And  success  has  not 
weakened  his  toughmindedness:  One 
of  WX  seven  product  groups  ended 
last  year  in  the  red  and  another  did 
badly;  WX  now  has  two  new  group 
vice  presidents. 

The  interview: 

Except  for  a  sensational  fourth 
quarter  in  1967,  WX  wouldn't  have 
achieved  record  earnings.  1  heard  that 
late  in  the  year  you  called  in  all  the 
heads  of  the  71  profit  centers  and  said, 
"Hey,  boys  .  .  ." 

Burnham:   That's  absolutely  right.  I 


Burnham     of    Westinghouse    Electric 

had  just  gotten  a  forecast  that  showed 
we  wouldn't  make  as  high  a  profit  as 
we  did  the  year  before.  I  wasn't  happy 
with  this,  and  I  really  pushed  the  boys 
to  get  more  product  out.  In  December 
we  had  the  biggest  month  of  getting 
goods  shipped  out  and  billed  that  we 
ever  had — $50  million  higher  than  we 
expected. 

But  wasn't  that  just  accounting, 
borrowing  from  the  next  quarter? 

Burnham:  No.  Our  volume  for  the 
first  quarter  of  1968  has  been  right  on 
target,  so  the  effort  was  real,  in  addi- 
tion to  what  we  would  have  gotten. 

Aren't  you  worrying  about  losing 
the  momentum  you  created  since  you 
took  command?  After  all,  in  spite  of 
the  1.6%  earnings  gain,  last  year  was 
the  first  time  the  company  failed  to 
achieve  the  goal  you  had  set. 

Burnham:  Frankly  I  was  disappointed. 
Naturally  I  set  my  goal  for  earnings 
higher  than  the  5  cents  we  gained  last 
year.  As  soon  as  we  saw  that  people 
weren't  meeting  their  profit  goal, 
we  had   our  stall  people  work  with 


them.  But  in  many  cases  they  weren't 
able  .to  come  up  with  a  plan  to  meet 
their  goal  within  the  year. 

By  the  new  faces  in  certain  groups, 
I  think  I  know  which  ones  were  in  the 
most  trouble.  For  instance,  your  aero- 
space, defense  and  marine  group 
finished  last  year  in  the  red. 

Burnham:  We  had  some  develop- 
ment jobs  that  had  a  fixed  price  on 
them,  but  costs  kept  rising.  We  shared 
some  of  the  problems  which  have 
shown  up  in  the  earnings  troubles  of 
the  big  defense  companies. 

And  didn't  you  run  into  growth  and 
profit  problems  in  your  integrated  cir- 
cuit operation? 

Burnham:  We  tried  to  get  a  little  too 

sophisticated  a  little  too  fast.  This 
group  hasn't  been  a  profit  producer, 
but  that  whole  area  had  a  setback  last 
year,  for  everyone. 

What  about  your  consumer  group? 

Burnham:  We  didn't  get  the  profit- 
ability or  growth  that  we  had  hoped 
for.  White  goods  made  a  great  im- 
provement last  year,  but  brown  goods 
—TV  and  hi-fi— didn't.  We  still 
haven't  solved  our  problems  here. 
The  factories  are  in  good  shape  and 
very  well  run.  We've  made  great 
strides  in  product  design.  We've  done 
a  lot  in  quality  and  reliability. 

You  skipped  marketing. 

Burnham:  Yes,  and  marketing  is  the 
one  we  have  the  most  to  do  in.  We've 
restored  our  advertising  since  we  last 
talked;  it's  up  around  $35  million  a 
year  now  vs.  something  like  $24  mil- 
lion in  1963.  Now  we're  trying  to  build 
up  the  dealer  organization. 

Do  you  rank  consumer  goods  as 
your  biggest  problem? 

Burnham:  We've  talked  enough  about 
the  problems.  Let  me  tell  you  about 
what's  going  well,  what's  new  since 
the  last  time  we  talked. 

Your  old  group  where  you  got  your 
start,    industrial    products,    had    been 
first  in  profits.  How  has  it  done  since 
(Continued  on  page  60) 
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mbo  jets  now  being  produced  and  supersonic  jets 
hie^Juled  for  the  1970s  should  carry  National  into  new 
jas  of  growth.  These  planes  require  large  amounts  of 
inium:  each  747  about  25  tons  and  each  SST  about 

0  tons.  National's  Reactive  Metals  affiliate  is  a  lead- 

1  producer  of  this  irreplaceable  space-age  metal, 
^ich  also  has  wide  potential  applications  in  deep-sub- 
trgence  submarines  and  desalination  plants.  Titanium 


consumption  should  at  least  triple  when  the  supersonic 
jet  program  is  underway.  This  Is  only  one  example  of 
National's  reach  into  new  areas  of  technology  In  metals, 
plastics,  cryogenics,  chemicals,  packaging  materials,  and 
synthetic  rubber.  National  Is  building  a  future  in  its 
research  laboratories.  Write  for  our  1967  annual  report. 
National  Distillers  and  Chemical  Corporation,  Depart- 
ment M,  99   Park  Avenue,  New  York,  New  York  10016. 


I    iiiuic  (jijupiB  Who  fly 
the  uiiyiiier  the  future  looks 

at  National  Distillers 
and  Chemical  Corp. 


«=^ 
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Her  African  safari  costs  only  IC  to  see 


That's  one  of  the  reasons  why 

this  $2,000,000  Allis-Chalmers 

control  transformer  is  such  a 

good  investment 


Millions  of  TV  sets  are  switched  on  to  catch  the  show.  At  300 
watts  each,  that  adds  up  to  a  lot  of  power.  But  that  isn't  half  of 
it.  Add  lighting,  cooking,  heating,  air  conditioning  and  the  rest. 
Utilities  across  the  nation  rely  on  technological  developments 
from  Allis-Chalmers  to  help  them  produce  and  distribute  in- 
creasing amounts  of  electricity  economically.  For  example,  the 
huge  control  transformer  shown  above— largest  of  its  kind  ever 
produced— was  builttolink-uptwoextra-high  voltage  powersys- 
tems,  cutting  costs  and  providing  greater  operating  reliability. 
This  is  the  kind  of  technological  leadership  that  progress- 
making  people  throughout  the  world  have  come  to  expect  from 
Allis-Chalmers. ..in  industry,  agriculture,  construction  and 
space  exploration.  Allis-Chalmers  General  Offices,  Milwaukee, 
Wisconsin  53201. 


ALLIS-CHALMERS 


It  costs 


to  make 

MORE 
in 


Why?  Because  labor  costs  8%  less  in  Idaho  than  the 
average  of  all  western  states;  13%  less  than  Cali- 
fornia ! 

Add  to  that  the  bonus  of  high  productivity  of  ener- 
getic people  who  live  where  they  can't  see  what  they 
breathe,  where  the  year  around  livability  is  the  world's 
finest  and  you  have  Idaho  ....  THE  state  where  it 
will  cost  your  company  LESS  to  make  MORE. 
Check  your  P.  and  L.  statement  and  see  how  an  8% 
to  13%  reduction  in  labor  costs  would  boost  your 
profit. 

For  complete,  confidential  information  on  why  your 
company  belongs  in  Idaho  write  to 

IDAHO  DEPARTMENT   OF  COMMERCE   and   DEVELOPMENT 
ROOM  65A,   STATE  CAPITOL   BLDG.,   BOISE,    IDAHO     83707 


Just  Published 

How  88,648 
Heavy  Smokers 
Stopped  Smoking 

NEW  YORK  —  The  Anti-Tobacco  Center  of 
America  has  just  published  a  booklet  which 
explains  how  88,648  heavy  smokers  (of  whom 
many  are  physicians)  have  stopped  smoking 
without  straining  their  will  power.  This  book- 
let is  available  free  of  charge  to  smokers.  All 
you  need  to  do,  to  obtain  it,  is  to  send  your 
narte  and  address  to  The  Anti-Tobacco  Cen- 
ter of  America,  Dpt.  A181 V,  276  Park  Avenue 
South.  New  York  City,  10010.  This  offer  is 
open  while  the  supply  of  these  booklets  lasts. 


MOGULS 


28.4%  of  Forbes'  total  adult 
readers  are  Professional- 
Managerials  with  household 
incomes  of  $15,000  and  over. 

That's  the  highest  concentra- 
tion of  these  well  paid,  better 
employed  readers  found 
among  all  magazine  audi- 
ences measured  by  the  1968 
Simmons  Study. 


suited  for  or  not  successful  in,  or  the 
morale  drops.  The  people  under  a  man 
can  detect  a  weak  leader  quicker  than 
the  men  over  him.  There's  nothing 
more  discouraging  than  to  feel  your 
boss  is  incompetent.  It  lets  all  the  peo- 
ple down  because  they  want  to  be  on 
a  winning  team.  And  the  longer  you 
let  a  problem  like  that  sit  there,  the 
worse.it  becomes. 

You  spend  a  lot  of  your  time  on  in- 
ternal contact? 

Burnham:  Right.  I  like  to  talk  to 
people  rather  than  write  them.  I  like 
them  to  feel  their  ideas  are  my  ideas, 
that  meeting  the  objective,  not  getting 
credit,   is  our  job. 

Given  the  demands  on  a  chief  exec- 
utive's time,  how  do  you  find  time  for 
all  this  internal  communication? 

Burnham:  I'm  one  of  the  hard-core 
overemployed  right  now,  but  I  don't 
have  to  work  15  hours  a  day  the  way 
some  presidents  do.  I  don't  come  in  on 
weekends,  and  I  take  a  vacation.  I'm 
also  in  charge  of  finding  jobs  for  the 
hard-core  unemployed  in  Pittsburgh. 
How?  You  just  discipline  yourself. 
You  regulate  your  dinners  and  invita- 
tions. I  limit  myself  to  two  outside 
speeches  a  year.  Inside  the  company, 
I  try  to  make  speeches  whenever  I  can. 

Do  you  discipline  yourself  by  re- 
stricting the  areas  you  get  into? 

Burnham:  Yes.  For  example  I  don't 
sell  our  products.  In  some  big  com- 
panies with  big  orders  (and  in  West- 
inghouse  in  the  past),  the  president 
comes  out  and  writes  the  order.  I  re- 
solved not  to  do  that.  When  the  presi- 
dent starts  selling,  the  customers  won't 
deal  with  anyone  but  the  top  man.  You 
get  snarled  up  and  your  time  is  spent 
on  that  instead  of  thinking  about  long- 
range  planning. 

When  you  took  over  Westinghouse 
and  it  was  in  trouble,  you  set  as  your 
goal  being  No.  One  in  performance — 
profitability — vs.  General  Electric  and 
other  comparable  companies.  Honest- 
ly, now,  do  you  expect  to  achieve  that 
goal  in  your  lifetime? 

Burnham:  I  think  so.  There  will  be 
some  smaller  companies  in  certain 
fields  that  will  beat  us,  but  if  you  line 
up  all  of  our  divisions,  there  are  some 
of  them  that  are  No.  One  right  now. 
All  we  have  to  do  is  get  the  others 
performing  like  the  top  ones.  It  takes 
no  miracle.  It's  doing  a  real  good  job 
on  the  regular  things  you  do,  and  hav- 
ing enough  new  things  coming  along  to 
keep  your  growth  up.  ■ 
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RIGHT  NCAV' 
NORTH  AMERICAN  ROCKWELL 
IS  BL  S\  _ 

We're  producing  axles,  brakes,  springs 
and  universal  joints  for  heavy-duty 
vehicles  at  the  RockwvU-Siandard  t)i\isions. 

Developing  a  sodium-cooled  Fast 
Breeder  Nuclear  Reactor  at  the 
Atomio  International  Di>ision. 

Working  on  the  nation's  most 
advanced  military  and  space  electroni 
systems  at  the  Autonctics  Di\ision . 

Producing  single  shuttle  looms, 
bearings  and  weaving  machines  at  the 
Draper  Di\  i>ion. 

Powering  all  three  stages  of  Apollo/ 
Saturn  V  that  will  send  man  safely  to 
the  moon  and  return  at  the 
Rixitrtdy'ne  Division. 

Producing  filters,  industrial  gears, 
other  power  transmission  equipment  and 
cotton  ginning  machinery  at  the 
Industrial  l)i\ision.s. 

Probing  the  future  of  supersonic  travel 
with  data  from  the  X-15  and  XB-70A 
advanced  research  aircraft  at  the 
Los  .Anjjek.'s  l)i\isk>n. 

Building  tactical  missiles,  the  mach  2 
Vigilante  reconnaissance  airplane  and  the 
OV-lOA  light  armed  reconnaissance 
airplane  at  the  Oolumbwt  l)i\i.sion. 

Designing  and  building  Apollo  service 
and  command  modules  at  the  Space  Drvision 

Producing  the  country's  fullest  line  of 
business,  agricultural  and  personal 
aircraft  at  the  Aero  Ciommander  l)i\i.si<>n. 

Probing  the  basics  of  physics, 
chemistry,  metallurgy  and  mathematics 
at  the  Science  (  A-nUT . 

Designing  at  the  Ocean  Systems  Operations 
a  four-man  research  submarine  that 
will  operate  at  2,000  feet. 

And  we're  working  overseas  with 
affiliates  and  licensees  in  nineteen  foreign 
countries. 


Want  more  information? 
Write  for  a  copy  of  our  Annual  Report. 
North  American  Rockwell  Corporation, 
2300  East  Imperial  Highway,  El  Segundo, 
California  90245 


(Continued  from  page  54) 
your  successors  took  it  over? 

Burnham:  I'm  happy  to  say  the  fel- 
lows running  it  are  now  doing  a  much 
better  job  on  profit  and  volume  than  I 
ever  did.  Motors,  controls,  automation, 
automated  warehouses — as  labor  rates 
go  up,  people  put  in  more  and  more  of 
these  products. 

Is  your  broadcasting  subsidiary  still 
a  money  machine? 

Burnham:  Sure  we  have  top  stations, 
but  we  can't  really  expand  further  in 
broadcasting  because  we  have  the  al- 
lowable limit  of  stations.  But  we're 
going  more  into  production  now.  And 
we're  using  our  knowledge  of  elec- 
tronics and  communications  to  enter 
education.  Of  course,  our  Westing- 
house  Learning  Corp.,  organized  a 
year  ago  January,  is  not  expected  to 
turn  in  profits  immediately.  We'll  be 
plowing  back  a  million  or  two  a  year 
for  years.  It's  a  long-range  project. 

Everyone  including  WX  talks  about 
these  long-range  projects  in  education 
and  environmental  control,  but  are 
they  going  to  do  anything  to  help  you 
get  lyX's  earnings  up  to  $5  by  J  970? 

Burnham:  No,  but  there  are  many 
things  for  the  long  run  that  you  should 
do  for  the  company  even  though  they 
won't  pay  out  before  you  retire.  There 
are  projects  started  by  my  predecessors 
five  or  ten  years  ago  that  will  con- 
tribute to  this  $5  a  share.  Take  atomic 
power  plants.  We  were  working  on 
them  15  years  ago,  but  it's  only  in  the 
last  couple  years  that  they've  amounted 
to  anything  commercially.  Now  our 
plants  are  pretty  well  filled  with  orders 
beyond  1970  into  1971  and  1972. 

If  you  ask  me,  that's  one  big  change 
in  our  viewpoint  since  three  years  ago. 
At  that  time  we  were  scratching  to  get 
profits  up,  we  were  emphasizing  cost 
reduction  and  redesign  of  products. 
We're  still  pushing  on  those,  but  we 
have  them  in  good  enough  shape  in 
most  places  so  that  now  we're  spending 
more  time  looking  at  things  where  we 
can  get  growth. 

In  new  areas  like  transportation? 

Burnham:  Transportation  is  one.  It's 
not  growing  as  rapidly  as  I  thought  it 
would  three  years  ago,  but  the  cities 
are  getting  serious  about  more  rapid 
transportation.  Another  new  thing  is 
Coral  Springs,  a  city  we  are  building 
in  Florida.  We  not  only  make  a  profit 
but  use  it  for  a  laboratory  for  our  con- 
struction group. 

What  got  you  into  city-building? 


Burnham:  We  make  so  many  prod- 
ucts that  go  into  homes  or  building, 
and  they're  built  in  individual  plants. 
But  as  we  look  at  the  country  now  and 
the  population  explosion,  we  feel  a  lot 
of  new  cities  are  going  to  be  built.  If 
we're  actually  participating  in  one, 
then  we're  going  to  do  a  better  job  of 
designing  the  products  and  we'll  be  a 
better  supplier  to  the  people  who  will 
build  these  new  cities. 

/  notice  you  just  authorized  a  big 
preferred  issue.  You  wouldn't  be  think- 
ing of  entering  the  auto  market  by 
taking  a  chance  on  American  Motors? 

Burnham:  It's  too  much  trouble,  too 
big.  We  did  buy  a  little  company  which 
made  electric  vehicles  like  golf  carts 
and  industrial  trucks,  and  this  will  be 
part  of  our  new  transportation  picture. 
Five  years  from  now  an  electric  ve- 
hicle could  very  well  be  the  second 
car  in  many  garages. 

Though  the  field  is  booming,  you've 
stayed  out  of  computers  except  for 
those  related  to  WX's  controls. 

Burnham:  We've  looked  at  computers 
about  every  two  years.  But  it  seemed 
you  had  to  pour  $100  million  into  the 
field  before  you  made  anything.  I 
figured  that  we  had  more  problems 
that  we  could  make  more  headway  on 
than  tackling  that  one.  When  I  look  at 
the  difficulties  of  some  companies  that 
have  gone  into  the  field,  I'm  just  as 
glad  we  haven't. 

What  are  the  main  things  you  have 
to  do  to  get  your  $5  per  share  by 
1970? 

Burnham:  Perhaps  50  things,  but 
all  of  them  are  within  our  control.  We 
don't  have  to  have  oceanography  grow 
tremendously  or  have  some  of  these 
new  long-range  businesses  really  take 
off.  We  just  need  to  get  our  divisions 
that  are  low  in  performance  up  to  do- 
ing an  acceptable  job. 

How  do  you  keep  your  executives 
on  their  toes,  keep  them  from  getting 
complacent? 

Burnham:  Well,  we've  rewarded  the 
fellows  who  have  been  doing  a  good 
job  with  incentive  compensation,  but 
I  think  they  get  more  reward  out  of 
succeeding  and  the  recognition  of 
meeting  their  goals.  We've  tended  not 
to  promote  on  seniority  and  we've  con- 
tinued to  set  difficult  goals.  People 
don't  want  easy  goals,  they  want  to  be 
challenged.  And  don't  forget,  we've 
changed  a  number  of  people  when  they 
haven't  been  able  to  do  the  job.  You 
can't  leave  a  man  in  a  job  that  he's  not 


It  costs 


to  make 

MORE 
in 


Why?  Because  labor  costs  8%  less  in  Idaho  than  the 
average  of  all  western  states;  13%  less  than  Cali- 
fornia ! 

Add  to  that  the  bonus  of  high  productivity  of  ener- 
getic people  who  live  where  they  can't  see  what  they 
breathe,  where  the  year  around  livability  is  the  world's 
finest  and  you  have  Idaho  ....  THE  state  where  it 
will  cost  your  company  LESS  to  make  MORE. 
Check  your  P.  and  L.  statement  and  see  how  an  8% 
to  13%  reduction  in  labor  costs  would  boost  your 
profit. 

For  complete,  confidential  information  on  why  your 
company  belongs  in  Idaho  write  to 

IDAHO   DEPARTMENT   OF   COMMERCE    and    DEVELOPMENT 
ROOM  65A,   STATE  CAPITOL   BLDG.,   BOISE,    IDAHO     83707 


Just  Published 

How  88,648 
Heavy  Smokers 
Stopped  Smoking 

NEW  YORK  —  The  Anti-Tobacco  Center  of 
America  has  just  published  a  booklet  which 
explains  how  88,648  heavy  smokers  (of  whom 
many  are  physicians)  have  stopped  smoking 
without  straining  their  will  power.  This  book- 
let is  available  free  of  charge  to  smokers.  All 
you  need  to  do,  to  obtain  it,  is  to  send  your 
natfte  and  address  to  The  Anti-Tobacco  Cen- 
ter of  America,  Dpt.  A181 V,  276  Park  Avenue 
South,  New  York  City,  10010.  This  offer  is 
open  while  the  supply  of  these  booklets  lasts. 


MOGULS 


28.4%  of  Forbes'  total  adult 
readers  are  Professional- 
Managerials  with  household 
incomes  of  $  15,000  and  over. 

That's  the  highest  concentra- 
tion of  these  well  paid,  better 
employed  readers  found 
among  all  magazine  audi- 
ences measured  by  the  1968 
Simmons  Study. 


suited  for  or  not  successful  in,  or  the 
morale  drops.  The  people  under  a  man 
can  detect  a  weak  leader  quicker  than 
the  men  over  him.  There's  nothing 
more  discouraging  than  to  feel  your 
boss  is  incompetent.  It  lets  all  the  peo- 
ple down  because  they  want  to  be  on 
a  winning  team.  And  the  longer  you 
let  a  problem  like  that  sit  there,  the 
worse  jt  becomes. 

You  spend  a  lot  of  your  time  on  in- 
ternal contact? 

Burnham:  Right.  I  like  to  talk  to 
people  rather  than  write  them.  I  like 
them  to  feel  their  ideas  are  my  ideas, 
that  meeting  the  objective,  not  getting 
credit,   is  our  job. 

Given  the  demands  on  a  chief  exec- 
utive's time,  how  do  you  find  time  for 
all  this  internal  communication? 

Burnham:  I'm  one  of  the  hard-core 
overemployed  right  now.  but  I  don't 
have  to  work  15  hours  a  day  the  way 
some  presidents  do.  I  don't  come  in  on 
weekends,  and  I  take  a  vacation.  I'm 
also  in  charge  of  finding  jobs  for  the 
hard-core  unemployed  in  Pittsburgh. 
How?  You  just  discipline  yourself. 
You  regulate  your  dinners  and  invita- 
tions. I  limit  myself  to  two  outside 
speeches  a  year.  Inside  the  company. 
I  try  to  make  speeches  whenever  I  can. 

Do  you  discipline  yourself  by  re- 
stricting the  areas  you  get  into? 

Burnham:  Yes.  For  example  I  don't 
sell  our  products.  In  some  big  com- 
panies with  big  orders  (and  in  West- 
inghouse  in  the  past),  the  president 
comes  out  and  writes  the  order.  I  re- 
solved not  to  do  that.  When  the  presi- 
dent starts  selling,  the  customers  won't 
deal  with  anyone  but  the  top  man.  You 
get  snarled  up  and  your  time  is  spent 
on  that  instead  of  thinking  about  long- 
range  planning. 

When  you  took  over  Weslinghouse 
and  it  was  in  trouble,  you  set  as  your 
goal  being  No.  One  in  performance — 
profitability — vs.  General  Electric  and 
other  comparable  companies.  Honest- 
ly, now,  do  you  expect  to  achieve  that 
goal  in  your  lifetime? 

Burnham:  I  think  so.  There  will  be 
some  smaller  companies  in  certain 
fields  that  will  beat  us,  but  if  you  line 
up  all  of  our  divisions,  there  are  some 
of  them  that  are  No.  One  right  now. 
All  we  have  to  do  is  get  the  others 
performing  like  the  top  ones.  It  takes 
no  miracle.  It's  doing  a  real  good  job 
on  the  regular  things  you  do,  and  hav- 
ing enough  new  things  coming  along  to 
keep  your  growth  up.  ■ 
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If  you  think  it's  a 

waste  of  money,  it's  a  good  thing 

you  weren't  Queen  Isabella. 


Let's  say  you  were  the  Queen  of  Spain. 

A  sailor  without  a  college  degree  wants 
financial  support  to  reach  the  Orient  hy 
sailing  West!  Your  Royal  Committee  calls 
his  plan  impossible.  While  success  would 
bring  prestige,  you  can't  see  much  practi- 
cal value.  And  besides,  what  about  eco- 
nomic and  social  priorities? 

Be  honest,  now,  would  you  give  Co- 
lumbus his  money?  Or  would  you  tell  him 
to  go  peddle  his  plan  to  Henry  VII? 

If  public  support  of  our  space  program 
is  any  guide,  you,  like  most  Americans, 
would  send  Christopher  Columbus  pack- 


ing. And  Washington  knows  this.  This  year's 
space  budget,  for  example,  has  been  cut 
to  under  $5  billion.  More  revealing,  space 
plans  after  the  moon  landing  are  still  up  in 
the  air.  There  are  other  things  on  every- 
body's mind —Vietnam,  urban  congestion, 
and  a  vague  feeling  of  "what's  in  it  for  us?" 

Forbes  Magazine  thinks  it  would  be  a 
.  tragedy  for  us  to  walk  away  from  this  great 
human  adventure.  So  Forbes  is  devoting 
its  entire  July  1st  issue  to  the  space  pro- 
gram. And  not  just  to  the  adventure  part. 

We'll  use  our  usual  businesslike  ap- 
proach—facts, figures,  diagnosis  and  prog- 


nosis, with  no  punches  pulled,  as  we  report 
the  practical  results  of  the  space  program 
so  far;  the  role  of  the  program  in  an  ex- 
panding, peaceful  economy;  and  its  psy- 
chological impact  on  our  major  industries. 

Forbes  thinks  we  should  be  for  Queen 
Isabella  and  against  the  Royal  Committee. 
For  one  good  businesslike  reason. 

Henry  VII  was  still  considering  Co- 
lumbus' plan  when  word  reached  England 
of  the  Great  Discovery.  All  the  gold  and 
silver,  of  course,  went  to  Spain. 

Forbes:  capitalist  tool 


Let  us  be  your  Investment  Information  Center 


Understanding  the  ovei 
a  6-minute  cram  cours 


The  over-the-counter  market  is  probably  the  biggest,  and  surely  the 
most  misunderstood,  securities  marlcet  in  America.  It  has  no  meeting 
place,  no  ticker  tape  (and  no  "counter").  Yet  it  offers  some  15  times  as 
many  different  stocks  and  bonds  as  all  the  U.S.  stock  exchanges  com- 
bined.  IMoreover,  in  1967,  while  the  Dow-Jones  industrial  average  of 
Big  Board  stocks  climbed  15%,  its  over-the-counter  counterpart 
soared  53.5%,  reflecting  the 
greater  interest  in  speculative  is- 
sues than  in  blue  chips.  Read  on. 
See  why  even  the  shrewdest  in- 
vestors in  this  market  are  particu- 
larly dependent  on  the  skill  and 
integrity  of  their  sfocl(bro/cer. 
Then  write  for  Merrill  Lynch's 
latest  reports  on  10  "OTC"  stocks. 

The  over-the-counter  market  is  not  a 
place. 

It's  a  way  of  doing  business.  A  way 
of  buying  and  selling  securities  by  nego- 
tiation, instead  of  public  auction,  as  on 
stock  exchanges. 

Who  negotiates,  and  how?  Dealers 
and  brokers.  Some  4,000  of  them— 
linked  by  a  massive  telephone  and  tele- 
type network  that  stretches  from  coast 
to  coast  and  around  the  world. 

What  kind  of  stocks  are  traded 
over-the-counter? 

All  the  publicly  owned  stocks  and  bonds 
of  all  the  companies  not  "listed"  on 
stock  exchanges  are  bought  and  sold 
over-the-counter. 

About  3,000  stocks  are  available 
through  the  exchanges,  compared  to  an 
estimated  50,000  on  the  unlisted  market. 

Over-the-counter  securities  range  all 
the  way  from  the  most  volatile  penny 
stocks  to  the  most  conservative,  gilt- 
edged  Government  bonds.  Most  bank 
and  insurance  company  stocks  are  traded 
over-the-counter.  Most  corporate  and 
municipal  bonds.  Most  U.S.  Govern- 
ment securities.  And  an  uncounted  num- 
ber of  utility,  industrial,  and  foreign  se- 
curities. 

Many  people  assume  that  if  a  stock 
isn't  listed  on  an  exchange  it  somehow 
hasn't  "made  the  grade." 


Write  for  our  free  reports 
on  10  "OTC"  stocks. 

Not  necessarily  true.  Hundreds  of  com- 
panies which  could  qualify  for  listing  on 
an  exchange  prefer  to  be  traded  over- 
the-counter. 

Most  important:  when  the  securities 
of  any  company  are  offered  to  the 
public  for  the  first  time,  they  are  al- 
ways offered  over-the-counter. 
If  there's  an  embryonic  Xerox  or  IBM 
around  today— this  must  be  the  place. 

How  do  they  do? 

Last  year,  as  a  group,  the  average  of  the 
35  leading  securities  that  comprise  the 
over-the-counter  industrial  index  did 
better  than  the  Dow-Jones  average  of 
30  N.Y.  S.  E.  industrials.  (In  terms  of 
price  appreciation,  if  not  yield.) 

American  Express  nearly  doubled. 
Tecumseh  Products  did  double.  So  did 
Kaiser  Steel  and  Automation  Industries. 
In  fact,  about  800  of  some  50,000  over- 
the-counter  stocks  had  price  increases 
exceeding  100  percent— as  compared 
with  fewer  than  150  of  the  nearly  1,600 
stocks  on  the  N.Y.S.E. 

However,  to  put  the  picture  in  its 


proper  perspective,  we  hastily  add  tt 
many  of  these  stocks  that  doubled  wt 
very  low-priced  issues  of  a  highly  sp' 
ulative  character.  Furthermore,  a  grt 
many  unlisted  securities  suffered  los. 
last  year,  too. 

Merrill  Lynch  makes  an  effort  to 
duce  the  risks  for  our  customers.  C 
Research  Department  confines  its  si 
gestions  for  investment  to  a  few  hi. 
dred  over-the-counter  stocks  that  it  c( 
siders  of  good  quality.  Also,  as  a  mat : 
of  policy,  we  discourage  all  trading  i 
chancy  penny  stocks— and  refuse  i 
open  accounts  for  the  sole  purpose  i 
buying  them. 

What  happens  when  you 
place  an  order? 

From  an  investor's  point  of  view, 
procedures  for  buying  listed  and  unlis  J 
securities  may  seem  pretty  much  .* 
same.  But  there  are  differences  at  ; 
broker's  end.  Big  differences.  To  try  J 
get  the  best  service  and  value  for  y^  r 
investment  dollars,  you  should  unc  - 
stand  them. 

First,  when  you  ask  your  broker  0 
buy  a  listed  stock,  he  buys  it  at  pure 
auction  on  an  exchange.  You  pay  e 
price  that  prevails  for  any  buyer  a  a 
given  moment. 

All  over-the-counter  trading,  on  e 
other  hand,  is  done  by  negotiating,  I  r- 
gaining  among  dealers  and  broke  ■ 
There  is  no  set  price  at  any  one  time,  i- 
deed,  there  are  frequently  wide  dif  "- 
ences  in  price  between  dealers. 

Second,  when  you  ask  your  broke  o 
buy  a  listed  stock,  he  virtually  alw  -s 
acts  as  your  agent.  He  executes  your  ?• 
der  for  you,  and  charges  you  a  comi  'f- 
sion. 

But  in  the  over-the-counter  ma  ;t 
many  stockbrokers  may  wear  two  \  s. 
That  of  an  agent  (broker).  Or  that  a 
principal,  a  dealer. 

As  an  agent,  your  stockbroker  sc'  ts 
the  available  sources  of  the  stock  u 
want,  negotiates  the  price,  and  cha  ss 
you  a  commission  for  his  efforts. 
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he-counter  market: 
rom  Merrill  Lynch 


As  a  dealer,  he  sells  the  stock  to  you 
lirectlv  out  of  his  own  inventory,  either 
It  a  profit  or  a  loss,  adding  a  markup 
ibove  the  prevailing  market  price. 

Your  stockbroker:  the  key 

Obviously,  as  an  agent,  a  broker  must 
iave  facilities  enough  to  be  able  to  check 
1  number  of  sources,  be  conscientious 
jnough  to  do  it— and  be  skilled  in  trying 
0  negotiate  the  best  price  for  you. 

•  Merrill  Lynch  has  the  most  extensive 
3ver-the-counter  facilities  in  the  coun- 
try. We  have  65  experienced  negotiators 
(traders)  in  our  New  York  headquarters 
alone,  plus  others  in  over  20  major  cen- 
ters around  the  world.  They  have  full 
use  of  our  310.000  miles  of  private  wire. 

•  Merrill  Lynch' s  guarantee:  when  act- 
ing as  your  agent,  it  is  our  policy  always 
to  check  at  least  three  competing  dealer 
markets,  if  there  are  that  many,  to  try 
to  get  the  best  price  for  you. 

As  a  dealer,  a  stockbroker  may  as- 
sume more  importance  for  investors. 

The  reason  is  simple.  Tracking  down 
stocks  as  an  agent  can  take  hours  — or 
days.  If  prices  are  rising,  you  can  end 
up  paying  more  because  of  the  delay. 

But  if  vour  broker  can  put  on  a  deal- 
er's hat  and  buy  from  you  or  sell  to  you 
from  his  own  inventory  (called  "making 
a  market"  in  a  security),  he  can  often 
give  you  a  quote  and  execute  your  order 
much  more  rapidly. 

Thus,  to  a  degree,  the  greater  the  va- 
riety of  stocks  and  bonds  in  which  your 
broker  "makes  a  market,"  the  better. 
And  the  faster  he  is  able  to  handle  your 
order,  the  better. 

•  Merrill  Lynch  makes  a  market  in 
about  300  of  the  most  active  over-the- 
counter  securities— more  than  any  other 
brokerage  firm  dealing  with  the  public. 

•  Merrill  Lynch  is  the  only  brokerage 
^TmiAi\e\.op\Qinstant, up-to-the-minute 
price  quotes  on  these  300  active  securi- 
ties. (We  do  it  on  a  remarkable  network 
of  electronic  quote  machines— for  which 


we  had  to  invent  our  own  set  of  over- 
the-counter  stock  symbols.) 
•  Moreover,  on  most  of  these  securities, 
most  of  the  time,  your  Merrill  Lynch 
account  executive  can  execute  your  or- 
der for  any  amount  up  to  100  shares 
immediately  at  the  price  quoted  on  his 
machine.  (Which,  in  effect,  makes  us 
the  only  broker  to  "advertise"  firm 
prices  on  up  to  300  stocks  — a«<^  be 
willing  to  back  them  with  on-the-spot 
executions.) 

It  is  for  these  reasons  that  many  ex- 
perienced investors  say:  When  you  buy 
or  sell  over-the-counter,  be  sure  to  check 
Merrill  Lynch. 

How  much  do  brokers  charge  for 
over-the-counter  transactions? 

When  acting  as  agents  and  charging 
commissions,  brokers  can  ask  varying 
amounts,  depending  on  the  size  and 
complexity  of  the  order,  and  on  their 
own  policies.  Many  brokers  — including 
Merrill  Lynch— charge  the  equivalent  of 
a  minimum  N.Y.S.E.  commission.  Our 
commission  on  the  purchase  or  sale  of 
100  shares  of  over-the-counter  stock 
worth  $1000:  $17. 

When  acting  as  a  dealer,  a  broker 
may  set  his  markup  at  whatever  he  con- 
siders a  fair  and  reasonable  percentage. 
Most  dealers  trade  among  themselves 
at  "wholesale"  or  "inside"  prices,  and 
with  customers  at  "outside"  prices. 

Important:  The  National  Association 
of  Securities  Dealers,  regulatory  organi- 
zation for  over-the-counter  trading,  is- 
sues daily  reports  of  "inside"  dealer 
prices  for  over  1500  securities.  These 
reports  are  published  in  major  newspa- 
pers throughout  the  country,  and  pro- 


vide a  reasonably  accurate  indication  of 
prevailing  markets. 

However,  over-the-counter  investors 
must  rely  on  their  broker's  integrity  in 
quoting  latest  prices,  and  fairness  in  tak- 
ing a  reasonable  markup. 

For  the  securities  in  which  we  make  a 
market,  Merrill  Lynch  quotes  the  same 
prices  to  both  dealers  and  our  custom- 
ers, adding  to  our  customers'  bills  the 
equivalent  of  a  minimum  N.Y.S.E.  com- 
mission—our standard  retail  charge. 

How  do  you  know  what  your  broker 
is  charging? 

Aye,  there's  the  rub.  When  acting  as 
agents  in  over-the-counter  transactions, 
most  brokers  show  the  commission 
they're  charging.  But,  when  acting  as 
dealers,  most  brokerage  firms  lump  the 
price  of  your  securities  and  their  own 
charge  or  markup  into  one  total.  That's 
the  total  you're  billed.  That's  the  total 
you  pay. 

Among  the  very  few  firms  that  break 
the  total  down  into  its  two  parts,  we 
confess,  not  too  sheepishly,  is  us.  Our 
confirmation  form  now  shows  exactly 
how  much  you're  paying  for  your  secu- 
rities, exactly  how  much  you're  paying 
to  Merrill  Lynch  on  your  transaction.  A 
nice  touch,  we  think. 

Free  stock  reports 

Write  for  our  Research  Department's 
latest  bulletin  on  the  outlook  for  10  ac- 
tively traded  "OTC"  stocks,  and  for  our 
free,  illustrated,  16-page  "OTC"  book- 
let with  more  facts  on  this  fascinating 
market.  It's  good  investment  informa- 
tion, yours  for  the  asking. 
Investigate— then  invest. 


S 


MERRILL  LYNCH. 

PIERCE,  FENNER  &  SMITH  IN 


70  PINE  STREET,  NEW  YORK,  N.  Y.  10005 

Let  any  one  of  Merrill  Lynch's  170  world-wide  offices  be  your 

Investment  Information  Center.  Just  walk  in! 
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The  Stronger  Sex 


The  Fuller  Brush  man  was  no  match  for  the  Avon  lady.  Which  contradicted  everything  that 
generations  of  doortodoor  selling  taught  the  management  of  a  highly  successful  company. 


Until  the  early  Fifties,  East  Hartford. 
Conn.'s  Fuller  Brush  Co.  was  the  No. 
One  company  selling  door  to  door. 
Then  something  happened: 

Ring-g-g.  '■Avon  calling." 

With  the  rustle  of  skirts.  Avon  Prod- 
ucts. Inc.  of  New  York  moved  ahead 
from  No.  Two  to  No.  One  in  the 
direct-selling  field  in  1953.  After  that, 
the  contest  was  over.  In  the  period 
1953-67.  Avons  sales  soared  by  909% 
and  earnings  went  into  orbit  with  a 
2.609%  gain.  During  the  same  15- 
year  period,  Fuller  merely  plodded 
along,  its  sales  rising  47%  and  earn- 
ings 101%.  And  Wall  Street  took 
notice:  Avon's  stock  has  risen  3,050% 
to  a  recent  1 20% .  Fuller's  has  moved 
709%  to  a  recent  25. 

To  be  sure,  most  people  think  of 
brushes  when  they  think  of  Fuller,  of 
cosmetics  when  they  think  of  Avon. 
But  the  two  basically  are  in  the  same 
business:  bringing  wares  to  the  house- 
wife instead  of  trying  to  bring  the 
housewife  to  the  wares.  In  fact,  Avon, 
like  Fuller,  sells  household  products 
and  even  used  to  sell  food  items. 

But  if  the  two  companies  were  in 


Red  Skelton  as  a  Fuller  Brush  man. 


the  same  business  they  did  not  use  the 
same  strategy.  Fuller  Brush  believed 
in  professional  salesmen — full  time 
and  men  only.  Avon  wasn't  so  par- 
ticular. It  used  women  salesmen  and 
was  not  at  all  loath  to  take  on  part- 
tirfters.  In  the  Thirties,  Fuller's  was  the 
better  strategy,  but  the  times  changed. 

"Our  idea,"  says  Fuller's  sales  pro- 
motion manager,  Frank  L.  Smith, 
"was  that  men  were  the  best  salesmen 
because  they  were  breadwinners,  they 
had  to  have  the  money.  But  after 
World  War  II,  high  employment  and 
high  wages  lured  the  good  salesmen 
into  other  fields."  Fuller  kept  its 
standards,  but  its  sales  force  deterio- 
rated. By  1954,  Fuller  had  only  6,000 
men  peddling  its  wares  full  time:  Avon 
had  possibly  100,000  women  working 
part  time.  Moreover,  Avon  utilized  the 
new  marketing  tool  of  television  and 
used  it  wisely,  not  only  to  sell  the 
virtues  of  its  products  but  to  persuade 
housewives  that  they  ought  to  open 
their  doors  to  the  lovely  Avon  lady. 

The  Light.  "We  saw  the  light  after 
we  got  hit  with  the  facts,"  says  Smith. 
But  it  was  rather  late  in  the  game.  To- 


BOY,  DID  WE  GOOF!- 


Rare  indeed  is  the  management 
that  will  come  right  out  and  say: 
We  were  wrong:  we  goofed;  it's  all 
our  fault.  But  that's  just  what 
Fuller  Brush's  Avard  E.  Fuller  did 
in  written  response  to  a  Forbes  re- 
porter's question.  Such  confessions 
can't  undo  mistakes  of  the  past, 
but  they  are  evidence  at  least  that 
management  has  had  the  courage 
to  face  up  to  them  and  work  to- 
ward correcting  them. 

Said  Fuller:  "When  Avon  first 
heat  us,  the  handwriting  was  on  the 
wall,  and  we  should  have  read  it. 
We  had  been  restricting  our  re- 
cruiting effort  to  a  class  of  dealer- 
prospects  that  we  never  had  a  pray- 
er of  a  chance  of  getting  anywhere 
near  enough  of.  They  had  built  up 
their  business  on  the  sales  of  lady 
dealers  who  were  virtually  all 
working  only  part-time.  Most  of 
them  were  housewives.  Avon  had 
demonstrated  clearly  enough  that 
these  people  could  do  direct-selling 
work  very  well  indeed. 

"But  our  business  had  been  ex- 
panding and  growing  in  a  manner 


that  spelled  success.  We  were  very 
confident.  We  were  proud  of  our 
individual  dealer's  high  productiv- 
ity and  earnings. 

"Three  years  ago  we  launched 
the  Fullerette  program.  We  should 
have  done  it  years  earlier.  But  even 
in  the  face  of  stark  necessity,  it  has 

Fuller  of  Fuller  Brush 
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been  difficult  enough  to  effect  the 
transfer  of  emphasis  from  our  tra- 
ditional professional  male  dealer  to 
part-time  people — mostly  house- 
wives— working  just  a  few  hours 
per  week.  Few  in  our  organization 
any  longer  doubt  the  ability  of  these 
ladies  and  part-time  men  to  sell  as 
much  per  hour  of  work  as  could 
our  professional  dealer.  But.  be- 
cause they  are  part-timers,  it  takes 
a  lot  of  them  to  replace  the  work 
of  a  single  full-time  male.  We  have 
had  to  adapt  our  recruiting  and 
systems  for  aiding  dealers  so  that 
we  could  work  with  far  greater 
numbers  of  people. 

'The  forces  of  tradition  are  very 
powerful  and  are  not  easily  over- 
come: but  we  have  come  most  of 
the  way  through  the  reconstruction 
period  and  are  beginning  to  gain 
volume  again.  Avon  has  moved  a 
long  way  ahead  of  us  and  they 
are  not  standing  still.  But  we  antici- 
pate expanding  our  business  at  a 
rate  approximating  the  rate  they 
have  experienced.  If  they  ever  slow 
down  any,  we  will  catch  them." 
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Difference.  The  Avon  lady 
(above)  makes  all  her  sales 
by  appealing  to  woman's  van- 
ity while  Fullereltes  try  to  sell 
brushes,  cleaning  aids,  health 
aids    and    Fuller's   cosmetus. 


day  Fuller  has  sales  of  $78.5  million 
and  earnings  of  $3.3  million;  Avon  has 
$475  million  and  $65.4  million.  Fuller 
now  uses  lady  salesmen  and  part-timers 
at  that,  but  its  total  sales  force  is  28,- 
000 — 21,000  of  them  women,  Avon's 
total  sales  force  is  350,000,  all  women. 

Fuller's  Fullerettes,  as  its  women 
dealers  are  called,  sell  Fuller's  lines  of 
brushes,  household-cleaning  items  and 
health  aids.  They  also  sell  a  line  of 
cosmetics — which  were  24%  of  1967's 
total  sales. 

Interestingly,  Fuller  was,  for  a  time, 
on  the  right  path  once  before.  In  1948 
the  founder's  son.  President  A.  How- 
ard Fuller  (who  died  in  1959),  de- 
cided to  add  cosmetics  to  the  brush 
business.  To  help  to  sell  the  cosmetics, 
he  recruited  18,000  Fullerettes.  How- 
ever, he  couldn't  get  the  cooperation  of 
the  male  dealers,  who  didn't  like  work- 
ing with  women.  The  Fullerettes  grad- 
ually disappeared. 

"We  made  a  mistake  years  ago," 
says  President  Avard  E.  Fuller,  second 
son  of  the  founder.  "We  realize  that 
now,  and  we're  back  with  the  women 
and  glad  of  it."  So  far,  however,  the 
results  are  nothing  to  brag  about.  Sales 
in  1967  were  up  5%  from  1966, 
but  earnings  were  down  11%.  The 
company  blames  the  higher  costs  of 
commissions  for  supervisors  in  com- 
petition with  Avon  and  other  direct- 
selling  companies  and  the  higher  costs 
associated  with  the  small  orders  that 
the  Fullerettes  make. 

Obviously,  as  Fuller's  experience 
shows,  it's  easier  to  make  a  mistake 
than  to  correct  it.  ■ 
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We'll  be  glad  to  cut  you  in 
on  our  plant  site  connections 

If  you  want  a  confidential  line  of  choice  plant 
sites  over  a  400,000  sq.  mile  area  of  Mid-America, 
give  us  a  call. 

We  know  the  territory,  the  people,  the  oppor- 
tunities. (After  117  years  of  living  and  working 
there,  we  should.)  We  know  the  pitfalls  too, 
and  how  to  solve  them  before  they  become 
problems  for  you. 

We  can  give  you  as  much  help  as  you  want; 
anything  from  a  preliminary  report  to  detailed 
information  to  carrying  out  confidential  negotia- 
tions and  securing  land  options. 

Sound  interesting?  Our  phone  number  is 
312-922-4811.  We'd  like  to  hear  from  you. 

J.  S.  Frost,  Asst.  Vice-President,  Industrial  Devel- 
opment, 135  E.  Eleventh  Place,  Chicago,  111.60605. 

ILLINOIS  CENTRAL  RAILROAD 
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Back  for  More 


Twice  before,  in  World  War  11  and  Korea,  Morris  Industries  has  seen  its 
business  soar  and  then  collapse.  Now  it's  back  for  more  in  Vietnam. 


About  the  least  stable  business 
in  the  world  today  would  seem  to  be 
the  production  of  casings  and  other 
metal  hardware  for  bombs,  missiles 
and  mortar  and  artillery  shells  for 
Vietnam.  But  Chairman  Kenneth  T. 
Norris  Sr.  of  Los  Angeles'  Norris 
Industries,  the  biggest  U.S.  producer 
of  all  these  items,  is  not  notably  per- 
turbed. Says  Norris:  "We  know  how 
to  roll  with  the  punches." 

In  percentage  terms,  Norris  Indus- 
tries may  well  be  the  biggest  cor- 
porate beneficiary  of  the  Vietnam 
war.  Between  1965  and  its  fiscal  year 
ending  July  31.  Norris  Industries'  sales 
will  have  mushroomed  from  $67  mil- 
lion to  around  $250  million.  Its  stock 
has  risen  from  9  in  1965  to  nearly 
40.  Its  profits  rose  from  63  cents  to 
$2.69  per  share  in  fiscal  1967,  yielding 
a  28%  return  on  stockholders'  equity, 
and  presumably  they  will  shoot  up 
even  further  by  the  end  of  this  fiscal 
year.  By  that  time,  some  $150  million 
of  Norris'  sales,  or  around  two-thirds 
of  the  total,  will  be  derived  from  Viet- 
nam. 

The  Hard  Way.  But  the  potential 
consequences  in  the  event  of  a  settle- 
ment in  Vietnam  are  obvious:  Norris' 
sales  and  profits  will  plummet.  Still, 
Chairman  Norris  claims  he  isn't  wor- 
ried. After  all,  he  points  out,  "We've 
been  through  it  twice  before." 

True,  but  with  harrowing  results. 
During  World  War  II,  Norris'  busi- 
ness zoomed  from  less  than  $1  million 
to  $26  million,  only  to  zoom  back 
down  to  $6.5  million  after  V-J  Day. 
Similarly,  the  company's  sales  shot  up 
to  $65  million  as  a  result  of  the  Korean 
war,  and  then  slumped  back  to  $37 
million.  Each  time  forward  progress 
was  the  net  result,  but  "rolling  with  the 
punches"  was  clearly  an  agonizing 
process  for  both  the  company's  man- 
agement and  the  employees  they  had 
to  lay  off' — not  to  mention  its  stock- 
holders. 

With  that  background,  it  is  sur- 
prising that  Norris  elected  to  go  the 
wartime  route  a  third  time.  "Why 
shouldn't  we?"  Norris  shoots  back 
when  asked  the  question.  "Look,  we 
are  the  best  in  the  business,  over  the 
years  we've  improved  our  technical 
knowhow." 

A  better  explanation  would  seem 
to  be  that  family-dominated  Norris 
Industries — its  management,  which  in- 
cludes Kenneth  Norris  Jr.  as  presi- 
dent, controls  some  45%  of  the  stock 
— simply  had  nothing  more  attractive 
in  the  offing.  Its  pre-Vietnam  business 
consisted  of  an  uninspiring  collection 
of  built-in  kitchen  appliances,  plumb- 


Big  Job.  Chairman  Kenneth 
T.  Norris,  68,  has  placed  the 
crucial  job  of  building  a  cush- 
ion of  commercial  business 
for  war-swollen  Norris  Indus- 
tries in  the  hands  of  Kenneth 
Jr.,  37,  president  since  1965. 
"If  Vietnam  continues,  we'll 
make  one  more  acquisition  to 
try  to  make  nearly  50%  of 
our  business  commercial," 
says     the     younger     Norris. 


ingware,  industrial  fasteners,  gas  cylin- 
ders, automobile  wheels  and  electrical 
outlet  boxes.  Its  sales  had  become  stuck, 
in  the  $55-million  range  and  its  profits, 
which  swung  erratically  from  year  to 
year,  came  to  a  low-to-middling  9%  on 
stockholders'  equity.  Riding  the  war- 
contract  roller  coaster  was  simply  the 
-best  prospect  Norris  had. 

Chairman  Norris,  while  claiming  to 
be  unworried,  is  fully  aware  of  the 
risks  he  faces.  He  will  even  estimate 
wh.  he  thinks  the  consequences  will 
be;  a  leveling  off  in  its  military  business 
to  around  $35  million  to  $55  million. 
A  saving  grace  is  that  much  of  the 
equipment  Norris  uses  on  war  con- 
tracts is  government-owned.  The  Gov- 
ernment pays  Norris  a  fee  to  hold  it 
in  reserve  when  it  is  not  in  actual  use. 
That  will  alleviate  at  least  some  of  the 
capacity  problem  in  the  event  of  a 
Vietnam  settlement.  Even  so,  Norris 
owns  virtually  all  the  equipment  in  two 
of  its  five  military  plants  and  about 
60%  of  the  equipment  in  a  third.  As 
for  the  plants  themselves,  Norris  owns 
three  of  the  five. 

Counterbalance?  Norris  has  there- 
fore been  using  its  time  of  prosperity 
and  stock  to  line  up  some  other 
things  to  cushion  the  blow.  One  is 
recently  acquired  Waste  King  Corp., 
a  maker  of  garbage  disposers,  dish- 
washers and  built-in  kitchen  equip- 
ment, which  had  sales  of  $31  million 
in  1967.  But  Waste  King's  business 
is  far  from  healthy.  In  six  of  the  past 
seven  years  it  has  operated  in  the  red. 
Waste  King,  however,  could  turn  out 
to  be  a  useful  counterbalance  as  Viet- 
nam quiets  down.  It,  plus  a  substantial 
portion  of  Norris'  other  businesses 
(locks,  plumbing  fixtures,  electrical 
outlet  boxes),  is  closely  tied  to  the 
residential  construction  market,  which 
currently  is  in  a  long  slump,  but  could 
recover  sharply  with  a  cooling  off  in 
the  Far  East. 

The  younger  Norris  says:  "Being  in 
the  residential  housing  field  is  a  bal- 
ance for  us.  When  the  war  effort  ends, 
credit  will  become  easier  to  obtain 
and  home  construction  will  climb." 

Even  should  this  hope  come  true, 
the  fact  remains  that  Norris'  over-all 
sales  and  profits  will  come  tumbling 
down  when  the  Vietnam  war  ends,  and 
a  far  bigger  and  healthier  acquisition 
than  Waste  King  could  do  little  to 
lessen  the  sting  of  losing  $95  million 
to  $115  million  in  sales.  Norris  may 
have  learned  how  to  enjoy  momen- 
tary success  and  still  roll  away  from  a 
knockout  punch.  But  at  the  end  of 
the  fight,  it  seems  certain  to  come  out 
bruised  once  again.  ■ 


66 


FORBES,  APRIL  1,  1968 


Texaco  Reports  for  1967 


Highli 

TNANCIAL  1967  1966 

Jross  income $5,398,976,000  $4,700,150,000 

iei  income $    754,386,000  §   692.066,000* 

Per  share $5.57  $5.12» 

Vverage  number  of  shares 

outstanding   135.403,000  135,158,000 

::ash  dividends $    365p99,000  $    337,550,000 

Per  share  S2.70  $2.50 

Petal  assets  $7,162,830,000  $6,362,897,000 

Lquiiv  in  total  assets  of  non- 
subsidiary  companies  and 

subsidiaries  not  consolidated  951.000.000  1 ,007.000,000 

Total $8,1 13,830,000  57,369,897,000 

i^apital  and  exploratory 

expenditures   $    891,937,000  $    736,663,000 

Excludes  a  nonrecurring  profit  of  $17,800,000  or  $.13  per  share,  after  ap- 
plicable income  taxes.  Including  the  nonrecurring  profit,  net  income  for 
the  )ear  1960  amounted  to  $709,866,000  or  $5.25  a  share. 


gilts 

OPER.'VTING— 

including  equity  in  affiliates 
Barrels  a  day 

Gross  production  of  crude  oil 

and  natural  gas  liquids: 

Western  Hemisphere 

Eastern  Hemisphere   

Total  worldwide 

Refinery  runs: 

Western  Hemisphere 

Eastern  Hemisphere   

Total  worldwide 

Petroleum  product  sales: 

Western   Hemisphere    

Eastern  Hemisphere   

Total  worldwide 

Thousands  of  cubic  feet  a  day 
Natural  gas  sales  worldwide  . 


1967 


1966 


1,281,000 

1,253,000 

1,178,000 
1,085,000 

2,534,000 

2,263,000 

1,380,000 
775,000 

1,325,000 
647,000 

2,155.000 

1,972,000 

1,391,000 
978,000 

1,310,000 
78<),()()0 

2,369,000 

2,099,000 

2,887,000 


2,560,000 


LSSFTS 

.      .         December  31, 
Current  .Assets: 

Cash  and  securities 

Accounts  and  notes  receivable 

Inventories 

Total 

investments  and  .Advances  .... 
Properties.  Plant,  and 
Equipment: 

M  Cost 

Less— Depreciation,  deple- 
tion, and  amortization  . . 

Net    

Deferred  Charges 

Fetal  


Consolidated  Balance  Sheet 

LIABILITIES  AND  STOCKHOLDERS'  EQUITY 

1967                        1966                                        December  31,  1967 

$    432.142.000        $    386,062.000          Current  Liabilities $1,128,025,000 

1 .225.233.000          1 .1 32,970.000          Long-Term  Debt  $    938,675,000 

-)')4,015.000             449,891,000          Reserves    $      89,.555,000 

$2,211, .390,000        $1,968,923,000          Minority  Interest  $      59,958,000 

$  330,468,000  $  283.273,000   ^"ii^':;:;;;:^;;^^  ,,o,, 

issued-shares.'i>l2..50each  .  $1,714,169,000 

Paid-in  capital   593,397,000 

$8,589,631 ,000        $7,770,21 1 ,000              Retained  earnings   2,719,685,000 

^■9"^.0^^.000          3,686,975,000              Less-Capital  stock  held  in  ^,027.251,000 

$4, til  4, 6 1 7. 000        $4,083,236,000                  treasury    80,634,000 

$        6,355.000        $      27,465,000                     Total .$4,946,617,000 

$7,162,830,000        $6,362,897,000          Total $7,162,830,000 


Consolidated  Income  Statement 

_        ,  1967  1966 

Cross  Income: 

Sales  and  services $5,121 ,388,000  $4,427,320,000 

Dividends,  interest,  and  other  income. . .  277,588.000  272,830,000 

$5,398,976,000  .$4,700,150,000 

Deductions: 

Costs  and  operating  expenses $3,381,319,000  $2,857,903,000 

Selling,  general  and  administrative 

expenses 469.815.000  414,092,000 

Dry  hole  costs 35,586,000  39,873,000 

Depreciation,  depletion,  and 

amorii/aiion  388,996,000  370,896,000 

Interest  charges  47.188,000  28,701 ,000 

1  axes  other  than  income  taxes 179,581 ,000  141 ,050,000 

Provision  for  income  taxes 138,600,000  135,600,000 

Minority  interest 3,505.000  2,109,000 

$4,644,590,000  $3,990,284,000 

Net  Income $    754.386.000  $    709,866,000** 

Net  income  per  share  (based  on  average 

number  of  shares  outstanding) $5.57  $5.25*» 

••Net  income  includes  a  nonrecurring  profit  of  $17,800,000  or  $.13  per  share,  after  applicable  income 
taxes.  Excluding  the  non-recurring  profit,  net  income  amounted  to  $692,066,000  or  $5.12  per  share. 


1966 

$1,024,715,000 
I  739,668,000 
$  73,036,000 
$   61,885,000 


$1,714,154,000 

593,002,000 

2,235,239.000 

4,542,395,000 

78,802,000 
.$4,463,593,000 
,$6,362,897,000 


ITEXACOI 


COPIES  OF  THE  ANNUAL  REPORT  ARE  AVAILABLE  UPON  REQUEST  TO  THE  SECRETARY,  TEXACO  INC.,  13S  EAST  42ND  STREET,  NEW  YORK,  N.Y.  10017. 


As  I  See  It 


'For  business  to  assume  that 
burden  is  impossible" 


An  Interview  with  Gunnar  IVIyrdal 


Gunnar  Myrdal,  Swedish  economist,  ranks  as  one  of  the  real  prophets 
of  our  time.  Almost  25  years  ago  he  predicted  that  the  American  Negro 
was  on  the  verge  of  insisting  on  a  major  place  in  society — even  to  the 
point  of  widespread  violence.  The  thesis  seemed  farfetched  at  the 
time,  but  Myrdal's  predictions  have  come  alarmingly  true.  Now,  when 
many  people  are  calling  upon  business  to  solve  the  problems  of  the 
Negroes  and  of  the  slums,  Myrdal  says:  "For  business  to  assume  that 
burden  is  impossible."  IVIyrdal  was  interviewed  late  last  month  by 
FORBES  on  the  eve  of  his  departure  for  Scandinavia. 


Businessmen  are  being  lectured  to. 
They're  being  told  that  it  is  up  to  them 
to  solve  the  problems  of  the  slums — 
that  Government  can't  do  it;  free 
enterprise  can.    What   do  you   think? 

Myrdal:  First  of  all,  it  is  not  Big 
Business,  not  American  capitalism, 
that  has  created  this  dilemma.  When 
I  first  visited  the  U.S.  25  years  ago, 
there  were  Negro  college  graduates 
driving  cabs  and  working  in  Pullman 
cars.  Today  life  for  that  little  section 
of  American  Negroes  is  getting  much 
better.  Negro  college  graduates  are 
doing  well,  and  there  are  more  of 
them.  This  reflects  the  attitude  of  Big 
Business. 

Yel  there  is  discrimination  in  busi- 
ness. 

Myrdal:  When  there  is,  it  is  usually 
in  deference  to  customers  or  em- 
ployees. Even  in  industrial  jobs,  busi- 
ness is  not  interested  in  keeping  Ne- 
groes out.  When  it  does,  it's  usually 
because  of  labor  unions.  Big  Business 
is  more  abstract;  money  doesn't  smell. 

Maybe  not.  Maybe  business  doesn't 
discriminate,  but  business  isn't  solv- 
ing the  problem  of  hard-core  unem- 
ployment. 

Myrdal:  That's  true.  But  the  larger 
part  of  job-training  in  the  U.S.  is  done 
by  business,  not  by  federal,  state  and 
local  governments.  You  find  corpora- 
tions taking  a  lead  in  this,  and  it's  all 
very  wholesome.  I  wish  it  would  go 
on  with  more  speed. 

But  business  can  do  nothing  about 
the  person  who  drops  out  of  school 
because  he  sees  no  employment  at 
the  end  of  his  school.  It  cannot  solve 
the  problem  of  this  big  underclass 
that  has  grown  up  in  America.  For 
business  to  assume  that  burden  is  im- 
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possible,  and  it  is  unjust  to  expect  it. 
Business'  direct  contribution  will  be 
substantial  but  marginal.  The  big  job 
must  be  done  by  the  Government  and 
society  as  a  whole. 

That's  pretty  much  what  the  Presi- 
dent's Riot  Commission  Report  says. 

Myrdal:  Yes.  The  report  is  in  line 
with  American  ideals.  But  I  have  two 
major  criticisms  of  it.  One  is  that  it 
concentrates  on  the  Negro  problem. 
If  you  look  on  that  isolated  part  of 
the  problem  of  the  underclass,  you're 
not  being  sensible.  Negroes  are  only 
one-fourth  or  one-third  of  the  poor. 
All  the  poor  have  to  be  helped,  rural 
as  well  as  urban.  The  worst  enemy  of 
the  Negro  is  the  two-thirds  of  the 
poor  that  is  not  Negro.  To  concen- 
trate on  the  Negro  will  make  those 
people  madder  than  ever.  Concentrat- 
ing on  the  Negro  also  offends  many 
people  in  the  lower  middle  class.  The 
fact  that  a  third  of  the  poor  are  Ne- 
groes is  a  technical  matter. 

Another  fault  of  the  report  is  that 
with  all  its  big  proposals,  it  has  not 
given  a  real  calculation  of  what  the 
proposals  mean  in  financial  terms.  No 
one,  in  fact,  has  ever  had  the  courage 
to  tell  the  American  people  how  much 
it  will  cost  to  get  rid  of  its  underclass. 
The  real  size  of  the  job  has  never 
been  painted  for  Americans.  Soon 
after  [President  John  F.]  Kennedy's 
death,  the  plans  were  reported — the 
things  that  then  were  in  the  mill. 
Johnson  came  out  with  slogans  from 
his  speech-making  machinery.  But 
there  was  no  attempt  to  spell  out 
what   these   plans   would   imply. 

Then  the  poverty  program  came 
out,  and  it  was  spurious,  badly  ad- 
ministered and  quite  diminutive.  Now 
the  air  has  gone  out  of  even  that,  and 
President  Johnson  has  made  Sargent 
Shriver  ambassador  to  France.  So  in 


the  last  several  years  the  U.S.  has 
not  even  held  its  own  against  the 
growth  of  the  underclass. 

//  business  is  not  to  blame,  who  is? 

Myrdal:  Much  of  the  problem  has 
been  caused  by  the  carelessness  of 
Congress,  by  the  carelessness  of  the 
American  people.  It  didn't  affect  their 
lives.  But  now  they're  getting  scared, 
it's  getting  into  their  lives. 

Would  you   venture   what  it  would 
cost  to  solve  the  problem? 

Myrdal:  Trillions.  It  will  cost  tril- 
lions over  a  whole  generation. 

Where  will  the  money  come  from? 

Myrdal:  Current  priorities  will  have 
to  be  changed,  and  taxes  will  have  to 
be  raised.  The  problem  is  not  that  a 
few  well-off  Negroes  cannot  buy 
houses  in  white  suburbs.  The  problem 
is  that  the  cities  have  to  be  replaced, 
parks  and  playgrounds  will  have  to 
be  built.  Massive  amounts  must  be 
spent  on  education  and  transporta- 
tion. Yes,  a  trillion  is  a  lot  of  money, 
but  the  money  is  there.   You've   al- 
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ready  spent  $100  billion  on  the  Viet- 
nam war.  and  that's  a  tenth  of  a  tril- 
lion. The  bigger  cost  will  be  in  human 
insight.  Realism  is  what  it  will  take. 

Realism? 

Myrdal:  The  realism  that  this  is  an 
investment  that  should  be  made.  This 
is  where  business  may  be  a  big  help. 
A  businessman  understands  large  sums 
of  money  and  long-term  investments 
in  a  way  that  a  congressman  does  not. 
The  businessman  can  look  at  the 
ghetto  and  realize  what  a  terrible  drag 
it  is  on  the  economy.  He  knows  that 
the  city  has  an  industrial  function, 
and  for  control  of  the  city  to  fall 
to  Negro  majorities  could  be  a  terrible 
thing.  We're  getting  a  city  of  office 
buildings  surrounded  by  Negro  slums. 

You  think,  then,  that  the  traditional 
hostility  between  business  and  i>ov- 
ernment  will  give  way  to  an  open  al- 
liance? That  businessmen  will  will- 
ingly pay  higher  taxes  and  support 
massive  government  intervention  in 
education  and  in  the  cities? 

Myrdal:  Yes.  When  business  once 
gets  its  interest  fixed,  the  pressure  it 
will  exert  will  not  be  reactionary.  I 
can  reach  understanding  with  your 
businessmen  much  easier  than  with 
your  congressmen.  That's  because  I 
am  an  economist,  and  I,  too,  can  un- 
derstand larg:  sums  of  monev  and 
long-term  investment.  Remember,  af- 
ter the  first  few  years  of  spending, 
upgrading  the  underclass  will  have  a 
tremendous  return.  Very  soon  you 
would  have  skilled  people  coming 
back  as  a  return  on  the  money  you'd 
spent.  But  remember  that  most  of  it 
will  come  in  the  very  long  run.  ■ 

OTHER  BIG  PROBLEMS 

GuNNAR  Myrdal  first  achieved  fame 
as  a  student  of  the  American  Negro 
problem.  Then,  in  the  early  1960s,  he 
wrote  Challenge  to  Affluence,  which 
aMacked  what  he  considered  another 
big  problem,  the  slow  growth  rate  of 
the  U.S.  economy.  His  book  helped 
influence  the  government  policies  that 
have  increased  our  growth  rate.  This 
'  ear,  he  has  completed  a  massive  study 
on  the  underdeveloped  nations.  Spon- 
sored by  the  Twentieth  Century  Fund, 
the  study  is  called  Asian  Drama,  an 
Inquiry  Into  the  Poverty  of  Nations.* 
Myrdal  studies  the  economies  of 
South  Asia  and  concludes  that  more 
than  investment  is  required  to  im- 
prove them.  The  real  problem,  he 
says,  is  rooted  in  the  culture  of  those 
countries,  and  only  education  can 
solve  it 
•Pantheon,  New  York,  $8.50. 


You're  doing  something 
about  your  financial 
future  every  day. 

Even  if  it's  nothing. 


A  lot  of  people  don't  like  to  think  about  their  finan- 
cial future.  They  trust  in  the  old  adage  that  "The 
Future  Will  Take  Care  of  Itself."  But  will  it? 

Every  day  you  neglect  your  financial  future  — do 
nothing  about  it  — you're  actually  taking  a  step 
backward,  when  you  could  — and  should  — be  tak- 
ing a  step  forward.  Whether  you  are  one  of  those 
who've  "made  it"  or  those  who'd  like  to,  we  believe 
we  can  help  you  build  a  significant  second  income 
—  without  moonlighting! 

It's  easier  than  you  think  to  get  started.  If  you're 
interested  and  have  money  to  invest  — a  little  or  a 
lot  —  you  have  a  reason  to  see  us  now!  We  have,  we 
believe,  a  fresh,  contemporary  approach  to  the 
stock  market  which  could  be  of  help  to  you. 

We  feel  that  some  of  everybody's  "seed  money" 
should  be  invested  in  carefully  selected  stocks 
which  give  promise  of  keeping  pace  with  our  ex- 
panding economy  and  helping  you  to  safeguard 
your  financial  future. 

We  invite  you  to  stop  in  at  our  nearest  office  for 
a  "no-obligation"  talk  —  we  have  over  100  in  the 
U.  S.,  Canada  and  abroad.  Or  send  for  a  copy  of 
our  informative  and  helpful  booklet  "Building  a 
Second  Income'.'  It's  yours  for  the  asking  —  with 
our  compliments.  Write:  Francis  I.  duPont  &  Co., 
Dept.  F,  P.O.Box  833,  Wall  Street  Station,  New 
York,  New  York  10005. 


% 


FRANCIS  I.  duPONT  &  CO. 

Your  investment  success  is  our  business 

MEMBERS  NY  STOCK  EXCHANGE.  PRINCIPAL  SECURITY  AND  COMMOD- 
ITY EXCHANGES.  OVER  100  OFFICES  IN  THE  US  .  CANADA  AND  ABROAD. 
ADMINISTRATIVE  OFFICES;  ONE  WALL  STREET  NY  TEL:  212-344-2000 
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Faces  Behind  the  Figures 


Edward  M.  Bernstein 
"Ask  for  EMB" 

Seeking  sidelights  on  last  month's 
gold  crisis,  Forbes  sent  a  researcher 
to  Manhattan's  jewelry  row  in  the 
West  Forties  where  bearded  men  in 
black  homburgs  spend  their  lives 
working  and  dealing  in  gold.  What 
did  they  think?  "Nobody  here 
knows  anything."  shrugged  a 
bearded  jeweler,  but  with  character- 
istic humor  added:  "Wait  a  minute. 
There  is  a  man.  Take  the  train  to 
Washington.  Walk  to  the  big  white 
house  on  the  hill  and  ask  the  man 
who  lives  there." 

The  man  on  the  hill,  of  course, 
wasn't  talking.  Our  contact  might 
better  have  said,  "Ask  for  EMB." 
That's  who  central  bankers  in 
Europe,  commercial  bankers  in 
New  York  and  government  officials 
in  Washington  kept  calling  last 
month.  EMB  is  the  trade  name  for 
Edward  M.  Bernstein,  the  man 
everybody  calls  on  for  help  with 
international  monetary  problems. 

A  former  professor  of  economics 
at  the  University  of  North  Caro- 
lina. Bernstein  was  for  years  the 
U.S.  Treasury's  and  then  the  Inter- 
national Monetary  Fund's  top  man 
on  monetary  policy.  He  left  the 
IMF  a  decade  ago  to  set  up  his  own 
consulting  firm  in  Washington.  His 
clients  now  include  all  the  major 
central  banks  in  the  Western  world, 
including  the  Federal  Reserve  and 
the  Bank  of  England;  the  U.S. 
Treasury  and  other  government 
monetary  agencies;  and  many  lead- 
ing U.S.  corporations  and  banks. 

Monetary  Expert  Bernstein 
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Bernstein  believes  the  decision  to 
stop  pouring  gold  into  the  private 
gold  market  in  London  was  a  step 
"in  the  right  direction.  Now 
that  the  gold-pool  nations  won't 
sell  any  more  gold  on  the  private 
market,  the  price  there  could  go 
below  $35.  The  speculators  no 
longer  have  that  comfortable  floor." 

Over  the  long  run,  Bernstein  be- 
lieves, the  world  must  be  "weaned 
away  from  gold."  Since  the  world's 
gold  reserves  cannot  be  increased 
as  dollar  and  sterling  reserves 
grow,  "We  have  to  bring  in  a  new 
reserve  of  Special  Drawing  Rights," 
he  says.  Under  a  plan  Bernstein 
helped  draw  up  for  the  Interna- 
tional Monetary  Fund,  these  SDRs 
would  be  introduced  gradually  into 
the  international  monetary  system 
starting  in  1969.  After  that,  nations 
would  settle  their  accounts  partly 
in  gold  and  partly  in  SDRs,  which 
they  would  draw  on  the  IMF  as  in- 
dividuals draw  checks  on  a  bank. 

But  for  the  short  run.  Bernstein 
warns  that,  while  gold  speculation 
has  been  discouraged,  the  reason 
for  the  speculation,  "lack  of  con- 
fidence in  the  dollar."  still  remains. 
But  he  adds:  "The  President  seems 
to  be  facing  reality  at  last.  He  has 
agreed  to  a  big  cut  in  appropriations 
and  a  cut  in  spending.  With  a  tax 
increase,  this  could  bring  the  budget 
deficit  down  to  about  $5  billion — 
a  really  manageable  size."  ■ 

John  W.  Brooks 
Priority    No.    One 

"Our  return  on  stockholders' 
equity  stinks,  and  if  it  doesn't  get  a 
damned  sight  better  in  the  next 
few  years  I'll  be  pretty  upset."  So 
says  John  W.  Brooks,  50,  presi- 
dent of  Celanese  Corp.  since  1965, 
who  just  over  a  month  ago  became 
chief  executive  officer.  At  the  same 
time,  the  chairmanship  went  to  Wall 
Street  attorney  Charles  C.  Parlin, 
69,  of  Shearman  &  Sterling. 

They  succeed  Harold  Blancke. 
63,  chief  executive  for  12  years. 
Blancke  had  taken  over  Celanese 
in  the  mid-Fifties  when  it  was  an 
ailing  rayon  and  acetate  company 
with  revenues  of  less  than  $200 
million.  He  did  an  outstanding  job 
converting  it  into  a  broadly  based 
synthetic  fibers  and  chemicals  com- 
plex with  revenues  of  $1.1  billion. 
Earnings  soared   from  $15  million 


Brooks  of  Celanese 

to  $59  million. 

Blancke  changed  Celanese  from 
a  small,  sick  company  into  a  big, 
healthy  one.  But  there  have  been 
growing  pains  lately.  Celanese's  re- 
turn on  equity  last  year  was  only 
117c,  down  from  17%  in  1965. 

With  almost  half  its  sales  in  syn- 
thetic fibers.  Celanese.  like  many 
other  companies,  has  been  hit  by  the 
overproduction  and  price-cutting  in 
the  fibers  field.  Moreover,  its  big 
Canadian  forest  products  division, 
about  6%  of  sales,  was  in  the  red 
last  year.  It  escaped  damage  last 
year  partly  because  its  oldest  fiber, 
slow-growing  acetate,  had  a  price 
boost  as  did  some  polyester  fibers. 

The  growth  of  recent  years  has 
also  caused  some  strains  on  the  bal- 
ance sheet.  As  against  common 
equity  capital  of  $667  million. 
Celanese  has  $666  million  in  long- 
term  debt  and  $97  million  in  pre- 
ferred. Fixed  charges,  at  $36  mil- 
lion last  year,  were  equal  to  a 
substantial  fraction  of  net  earnings 
($59  million). 

Brooks  has  already  begun  cut- 
ting back  capital  spending.  Last 
year,  Celanese  had  planned  on 
spending  over  $200  million,  ac- 
tually spent  only  $163  million,  and 
this  year  will  spend  much  less. 
Brooks  resists  the  term  "cutting 
back."  Says  he:  "I'd  rather  say 
we're  pushing  back  the  spending. 
We're  setting  priorities.  Straighten- 
ing up  the  balance  sheet  has  high 
priority,  but  1  won't  do  it  at  the 
expense  of  earnings  growth." 

In  the  life  of  this  big  company, 
there  is  a  time  for  growth  and  a 
time  for  tightening  up.  Under 
Blancke,  Celanese  made  an  envi- 
able growth  record.  For  John 
Brooks,  however,  tightening  up  is 
going  to  be  priority  No.  One — at 
least  for  a  time.  ■ 
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Winston  A.  Burnett 
Build,  Baby,  Build! 

A  SCANT  YEAR  ago  Winston  A. 
Burnett's  construction  firm  was 
just  another  tiny  contractor  gross- 
ing under  SI  million.  A  builder 
with  over  20  years"  experience, 
much  of  it  with  big  New  York  con- 
tractor Lefrak  Organization,  Inc., 
Burnett  had  a  big  problem:  lack  of 
financing.  But  he  also  had  a  major 
asset:  He  was  one  of  the  few  U.S. 
Negro  contractors  with  e.xperience 
in  large-scale  urban  construction. 

Enter  Robert  V.  Hansberger, 
president  of  Boise  Cascade  Corp. 
Hansberger  has  been  edging  his 
big  forest-products  company  (1967 
sales:  S769  million)  toward  the 
housing  business,  looking  for  ways 
to  play  a  role  in  urban  rebuilding. 
Burnett  and  Hansberger  met  in 
January,  1967,  in  Boise,  Idaho,  and 
Boise  Cascade  agreed  to  invest 
some  $600,000  in  Burnett-Boise, 
Inc.,  44%  owned  by  Boise,  51% 
by  Burnett.  5%  by  investment 
banker  Edward  Politz,  who  got 
them   together. 

Why  the  partnership?  Boise 
credit  enables  Burnett  to  furnish 
the  bond  of  completion  needed  to 
do  FHA-insured  urban  renewal 
work.  It's  no  secret  that  there  is  a 
close  link  between  political  power 
and  construction  contracts.  Negro 
political  power  is  growing,  but  the 
contracts  have  not  yet  followed. 
When  they  do,  outfits  like  Burnett's 
will  be  in  a  strong  spot. 

Under  the  Model  Cities  program 
some  75  cities  can  use  federal  funds 
to  buy  slum  land,  clear  it  and  then 
call  in  nonprofit  sponsorship 
groups  to  hire  a  general  contractor. 
"There  are  plenty  of  civic-minded 

Builder  Burnett 


groups  in  every  ghetto — usually 
churches — who  would  love  to  act 
as  sponsor,"  explains  Burnett.  "But 
they  lack  the  capital  and  the  exper- 
tise. We  can  furnish  both."  In  fact, 
with  some  32  urban  renewal  proj- 
ects across  the  nation  worth  over 
$100  million,  Burnett-Boise  is  one 
of  the  top  100  general  contractors. 

A  key  Burnett  advantage  is  that 
Negroes  with  impressive  credentials 
have  flocked  to  his  new  firm.  For 
example,  former  IBM  systems  ana- 
lyst Paul  Johnson,  who  taught 
general  contractors  how  to  use 
computers,  is  overseeing  Burnett's 
project  control  with  a  sophisticated 
1130  system.  Finances  are  run  by 
Jacob  Lamar,  former  moneyman 
of  New  York  City's  huge  Human 
Resources  Administration. 

How  about  the  supposedly  lily- 
white  building-trades  unions?  Bur- 
nett isn't  worried.  He  will  take  all 
the  Negro  workers  he  can  get,  and 
figures  that  this  will  encourage  the 
unions  to  admit  more  qualified  Ne- 
groes. "When  a  Negro  contractor 
has  several  hundred  million  dollars 
in  contracts,  it's  another  story.  For 
every  union  man  we  hire  we  pay 
fringe  benefits  through  the  union." 
In  short,  even  among  biased  union 
bosses,  money  is  color-blind.  ■ 


John   P.   Fishwick 
Dream  Deferred 

Most  executives  expect  promo- 
tion when  they  do  a  good  job.  It's 
John  P.  Fishwick's  luck  to  be  re- 
warded with  one  of  the  dirtiest  jobs 
in  railroading.  Recently  the  Nor- 
folk &  Western  senior  vice  presi- 
dent, who  devised  the  imaginative 
plan  to  merge  that  road  with  the 
Chesapeake  &  Ohio,  got  the  job  of 
putting  the  sick  Erie  Lackawanna 
Railroad  back  on  its  feet. 

Jack  Fishwick,  a  whip-smart  law- 
yer-turned-railroadman, has  twice 
been  No.  Two  man  on  the  N&W, 
first  under  President  Stuart  Saund- 
ers, now  chairman  of  Penn  Central, 
and  later  under  Herman  Pevler, 
N&W's  current  president.  Like 
many  a  man  before  him,  Fishwick 
has  dreamed  of  running  his  own 
railroad.  Now  that  he  has  his  own 
road,  it's  hardly  a  dream  one. 

The  Erie  is  badly  run  down, 
deeply  in  debt  ($350  million  as 
against  1967  revenues  of  $224-mil- 
lion).  It  must  compete  with  the 
rich  Penn  Central  railroad  between 
Chicago  and  New  York  with  in- 
ferior routes  and  equipment. 

The  Interstate  Commerce  Com- 
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Fishwick  of  Erie  Lackawanna 

mission  has  ordered  the  N&W  to 
take  over  the  Erie  to  keep  it  afloat. 
That's  why  Fishwick  got  the  job. 
But  while  the  N&W  is  willing  to 
run  the  Erie,  it's  not  willing  to 
shoulder  its  debt.  So  the  N&W's 
help  will  be  sharply  limited. 

Fishwick  also  heads  a  new  N&W 
subsidiary,  Dereco  Inc.,  which  will 
include  Erie  and  four  other  eastern 
roads.  The  N&W,  however,  has 
made  it  clear  that  it  will  not  absorb 
them  completely  until  its  own  merg- 
er with  the  C&O  is  approved — a 
merger  that  would  vastly  strengthen 
both  its  routes  and  finances. 

Fishwick  knows  the  job  won't 
be  easy.  "If  you  have  big  losses  like 
the  Erie's  but  can  cut  expenses 
quickly,  you're  all  right,"  he  says, 
"but  we  can't  do  that."  The  reason? 
An  ICC  order  limits  labor  reduc- 
tions to  natural  attrition,  not  enough 
even  to  make  up  for  current  steep 
rises  in  labor  costs. 

His  best  hope,  he  says,  therefore, 
is  to  improve  Erie  service  to  the 
point  where  shippers  will  stop 
"short-hauling"  the  road  (in  effect, 
using  it  only  where  they  have  to). 

Who  needs  this  kind  of  head- 
ache? At  52  Fishwick,  a  top-notch 
executive,  obviously  could  transfer 
his  talents  elsewhere.  But  he's 
caught  the  railroad  bug  bad.  "The 
Erie  is  my  first  chance,"  he  says, 
"to  show  what  I  can  do  on  my  own. 
Hell,  I'm  determined  not  to  end  up 
with  a  dead  horse." 

N&W  President  Pevler,  64,  will 
stay  beyond  normal  retirement  age 
of  65.  So  Jack  Fishwick  is  gambling 
that,  if  he  does  the  impossible  at 
the  Erie,  the  board  won't  be  able 
to  pass  him  over  when  the  time 
comes  to  pick  a  head  for  what  will 
be  one  of  the  world's  greatest  rail- 
roads— the  merged  N&W-C&O.    ■ 
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-Faces  Behind  the  Figures 

Cecil  L.  Wright 
Pinch  Hitter 

Cecil  L.  Wright,  who  at  59  be- 
came president  of  J.C.  Penney  Co. 
last  month,  is  a  member  of  Pen- 
ney's  old  guard  who  played  an 
important  part  in  transforming  the 
company  from  a  small-town  soft 
goods  retailer  into  a  big-town,  big- 
time  general  retailer.  Ever  since  the 
1920s,  when  he  sold  phonographs 
off  the  back  of  his  Model-A  Ford, 
Wright's  first  love  has  been  the 
challenge  and  excitement  of  the 
consummated  sale.  "It's  fascinating 
because  you're  matching  your  wits 
with  the  consumer  and  the  com- 
petitor every  minute  of  every  day." 

Wright  went  to  work  in  Penney's 
new  branch  in  his  home  town, 
Greeneville,  Tenn.,  fresh  out  of  high 
school.  Ever  since  then  he  has  hon- 
estly felt  that  he  "was  doing  the 
customer  a  disservice  if  I  couldn't 
sell  him  Penney  merchandise." 

As  president,  Wright  still  feels 
the  same.  "Part  of  this  job  as  presi- 
dent is  not  as  exciting  as  some  of 
the  others  I've  had,"  he  confesses. 
"I  still  like  best  walking  through 
the  buying  floors  and  keeping  in 
close  touch  with  specific  lines  we're 
selling.  I  like  to  buy  and  sell." 

Penney  has  come  far  in  the  40 
years  since  Wright  went  to  work 
for  the  company.  In  the  last  decade 
alone  it  has  introduced  credit,  in- 
vaded all  the  major  metropolitan 
markets,  set  up  a  catalog  operation, 
added  hard  goods  to  its  traditional 
soft  lines.  Wright's  big  job  was  im- 
plementing Penney's  move  into  hard 
lines  in  the  early  Sixties. 

"One  of  the  main  reasons  was  to 
enhance  the  sales  of  our  bread-and- 

Wright  of  J.C.  Penney 


butter  soft  lines,"  he  says.  And  in 
some  respects  he  succeeded  almost 
too  well.  Even  today  hard  goods 
account  for  only  10%  of  Penney's 
business,  and  many  of  the  new  de- 
partments (catalog,  for  example) 
are  still  unprofitaible.  But  Wright 
maintains  most  of  the  losses  were 
anticipated.  "The  soft  goods  base 
has  been  growing  so  fantastically 
that  it  has  overshadowed  the  suc- 
cess of  many  of  our  new  lines."  So 
fantastically,  in  fact,  that  Penney 
reported  record  sales  and  earnings 
for  1967,  when  most  retailers  felt 
lucky  to  stay  even  with  1966. 

Wright  will  have  had  less  than  a 
year  at  his  post  before  he  reaches 
mandatory  retirement  age.  His 
term  may  be  extended  a  year  or  so 
as  was  his  predecessor's.  But  basi- 
cally Wright  is  pinch  hitting  until 
Penney's  chairman  and  chief  exec- 
utive, William  H.  Batten,  taps  a 
younger  man  to  succeed  both 
Wright  and  eventually  himself. 
Although  58,  Batten  is  likely  to 
stay  on  after  the  official  retirement 
age  as  his  predecessor,  Albert 
Hughes,  did,  who  retired  at  73. 
The  spot  to  watch  is  Penney's 
empty  executive  vice  president  slot, 
Wright's  route  to  the  presidency.  ■ 


Luis  A.  Ferre 
The   Potency   of   Politics 

Through  such  devices  as  a  10- 
17-year  exemption  from  common- 
wealth income  taxes,  Puerto  Rico's 
"Operation  Bootstrap"  has  attracted 
over  1,000  U.S.  factories  to  the  is- 
land in  the  past  twenty-two  years 
and  helped  give  the  U.S.  common- 
wealth the  highest  per-capita  income 
in  Latin  America.  But  Luis  A. 
Ferre,  64,  one  of  the  island's  biggest 
industrialists,  thinks  the  day  for 
such  spoon-feeding  is  past.  Ferre 
is  far  from  wanting  to  cut  links  with 
the  U.S.,  however.  He  wants  to 
strengthen  them.  He  wants  Puerto 
Rico  to  become  the  51st  state — 
even  though  it  would  mean  the  end 
of  Puerto  Rico's  special  tax  ad- 
vantages. 

Says  Ferre,  "Tax  exemption  in 
the  long  run  is  not  healthful.  It 
forces  companies  to  tend  to  think 
of  profits  rather  than  integration 
into  the  community.  Business 
should  look  at  what  is  basically 
sound  in  Puerto  Rico.  It  is  close  to 
Venezuelan  oil  and  fish  and  to  the 
big  U.S.  markets,  and  its  people 
are  good  with  their  hands." 


ferre  of  Puerto  Rico 


Three-time  candidate  for  gover- 
nor of  Puerto  Rico,  Ferre  broke 
from  the  Statehood  Republican 
Party  a  year  ago  to  form  a  new 
political  party,  now  called  the  New 
Progressive  Party,  which  claims 
statehood  is  its  primary  objective. 

Luis  Ferre  and  his  brothers,  Jose 
and  Herman,  are  the  sons  of  a 
Cuban  engineer  of  French  descent. 
Their  power  had  its  roots  in  their 
father's  small  foundry  machin° 
shop  near  Ponce.  During  World 
War  II,  the  Ferres  began  manu- 
facturing cement.  But  their  really 
big  break  came  in  1951.  The 
Puerto  Rican  government,  after 
its  (13-year)  experiment  in  govern- 
ment-run industry  failed,  sold  off  a 
package  of  companies.  The  Ferres 
got  the  package  for  $12  million. 

Today,  the  Ferre  family  is  worth 
$120  million,  and  its  empire,  in- 
cluding cement,  glass,  paperboard 
and  plastics-fabricating  companies, 
stretches  across  the  Caribbean 
from  Florida  to  Venezuela.  Largest 
of  these  is  the  New  York  Stock  Ex- 
change-listed, $32-million  (sales) 
Puerto  Rican  Cement  Co.,  60% 
owned  by  the  Ferre  family,  which 
has  a  virtual  monopoly  of  the 
booming  island  cement  market. 

Ferre  favors  statehood  because 
he  believes  politics  is  more  potent 
than  economics.  He  is  well  aware 
that  some  southern  and  western 
states  get  a  lot  more  in  federal 
spending  than  they  pay  in  taxes  be- 
cause they  have  politically  potent 
congressmen.  "With  a  certain 
amount  of  political  power  in  Con- 
gress you  can  funnel  considerable 
business  into  your  area  even  with-  j 
out  tax  exemption,"  he  says. 

Recently  elected  party  president 
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at  NPP's  first  convention,  Ferre 
will  almost  certainly  be  its  candi- 
date for  governor  in  the  November 
election.  "In  the  July  plebiscite,  we 
had  close  to  40*^  of  the  vote,"  he 
says.  "I  think  things  will  be  pretty 
close  in  November.  To  say  that  we 
want  statehood  tomorrow  is  un- 
realistic. But  we  should  set  that  as 
our  goal  and  work  toward  it."  Gos- 
sip has  it  that  Ferre  is  grooming  his 
son,  34,  to  become  the  first  U.S. 
senator  from  the  island.  ■ 


Vincent  J.  Manno 
Waddaya  Read? 

When  Time  Inc.  decided  to  buy  a 
newspaper,  the  man  it  went  to  was 
Vincent  J.  Manno.  Most  people 
who  develop  a  hankering  for  a 
newspaper  do.  Manno  is  the  na- 
tion's leading  newspaper  broker.  He 
was  the  key  man  in  the  deal  that 
merged  New  York's  Herald  Tri- 
bune, Journal- American  and  World- 
Telegram  &  Sun  into  a  paper  that 
died  almost  a-borning.  The  World- 
Journal-Trihune.  In  21  years  as  a 
broker,  he  has  handled  deals  with 
papers  valued  at  between  $40,000 
and  S40  million.  His  Time  Inc.  as- 
signment took  him  several  months 
but  finally  he  did  find  a  paper,  the 
Newark  Evening  News.  When  the 
deal  jelled  in  February,  Time  paid 
some  $40  million  for  it. 

Getting  newspapers  and  would- 
be  newspaper  publishers  together 
has  been  a  lucrative  business  for 
Manno.  His  brokerage  fee  is  5%  of 
the  first  $1  million  of  a  sale  plus  a 
declining  percentage  of  the  rest. 
Thus  the  Newark  News  deal 
yielded  Manno  and  an  associate 
some  $800,000.  Manno  also  ad- 
Newspaper  Broker  Manno 
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vises  publishers  on  their  operations, 
charging  a  five-figure  retainer  or, 
on  a  daily  basis,  a  minimum  of 
$1,000. 

Now  50,  a  graduate  of  the 
University  of  Pennsylvania,  Manno 
started  his  career  as  a  newspaper 
reporter  in  Atlantic  City,  N.J.  He 
became  a  newspaper  broker  in 
1947  after  getting  out  of  the  army. 
The  secret  of  his  success  is  his 
intelligence  network.  He  knows 
newspaper  publishers  all  over  the 
U.S.,  and,  if  one  has  even  a  fleet- 
ing thought  about  selling  out,  he 
usually  is  the  first  to  know.  The 
Scudder  family,  which  owned  the 
Newark  Evening  News,  never 
thought  to  post  a  "For  Sale"  sign. 
Manno  just  knew  they  would  be 
receptive  to  the  idea  of  selling. 

Paradoxically,  though  the  num- 
ber of  newspapers  in  the  U.S.  is 
static,  Manno's  work  is  getting 
more  lucrative.  For  what  makes  a 
paper  valuable  is  a  monopoly  posi- 
tion. "The  senior  daily  newspaper 
sharing  a  market  with  another 
paper  can  expect  a  yearly  net  profit 
margin  of  3%  to  6%,"  says  Man- 
no,  "but  a  daily  paper  with  an  ex- 
clusive market  can  earn  7%  to  9% 
after  taxes,  maybe  more."  Which,  if 
one  is  up  for  sale,  makes  the  price 
and  Manno's  cut  still  bigger.  ■ 


Robert   A.    Charpie 
Another  Young   Man 
Makes  Good 

Bell  &  Howell  has  always  liked 
its  presidents  young.  Charles 
Percy,  now  U.S.  Senator  from  Illi- 
nois, took  on  the  job  at  29,  and  in 
1961  Peter  G.  Peterson  succeeded 
Percy  at  34.  When  Peterson  moved 
up  to  the  chairmanship  last  month, 
Dr.  Robert  A.  Charpie  stepped  into 
Peterson's  old  job  at  42. 

Youth  aside,  however,  Charpie 
shows  little  resemblance  to  his 
predecessors.  Where  Percy  was 
trained  in  economics  and  Peterson 
in  marketing,  Charpie  has  a  back- 
ground in  theoretical  physics,  in- 
cluding a  Ph.D.  from  Carnegie  Tech 
awarded  in  1950.  That  year  he 
started  with  Union  Carbide,  as  a 
scientist  in  its  Oak  Ridge  Labora- 
tory. But  he  moved  steadily  from 
the  theoretical  to  the  administrative 
side,  became  president  of  Carbide's 
Electronics  division  in  1966. 

Charpie  is  a  slightly  overweight, 
informal  man  who  speaks  as  easily 


Charpie  of  6e/(  &  Howell 

about  lasers  as  about  earnings.  Be- 
hind his  informality,  however,  is  a 
disciplined  mind  that  enjoys  wres- 
tling with  new  concepts.  "I  think 
everybody  has  to  take  time  off  to 
teach  himself  new  things,"  he  says. 

Charpie's  taste  for  new  ventures 
got  him  out  of  the  theoretical 
end  of  physics  in  the  first  place. 
When  directing  the  construction  of 
a  Carbide  project  for  which  he'd 
done  the  theoretical  work,  he  says, 
"I  discovered  I  got  a  tremendous 
kick  out  of  seeing  my  work  become 
something  I  could  touch,  feel,  look 
at.  That's  how  I  got  into  hardware 
and  the  general  management  of 
highly  technical  businesses. 

"I  never  thought  I'd  leave  Car- 
bide," he  continued.  But  while 
working  with  B&H's  Peterson  on  a 
government  committee,  the  two 
men  discovered  a  personal  and 
business  compatibility.  Peterson 
convinced  his  board  that  Charpie 
was  the  man  to  complement  his 
own  marketing  skills  in  a  company 
whose  technology  has  grown  in- 
creasingly complex,  both  in  its 
original  photographic  field  and  in 
electronics  and  other  new  areas. 

While  Charpie  quickly  grants 
that  a  top  manager  must  know  all 
phases  of  business,  he's  anxious  to 
apply  his  technological  expertise  to 
B&H.  "The  root  success  as  far  as 
profitability  is  based  on  your  abil- 
ity to  control  proprietary  technol- 
ogy," he  says.  "That's  when  you 
can  build  businesses  that  have  at- 
tractive profit  margins,  on  which 
you  can  indulge  in  truly  long-range 
business  building."  Which,  not  un- 
expectedly, is  just  what  Peterson 
thinks  B&H  needs.  ■ 
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The  Forbes  Index 


preliminary  • 


Comprised  of  the  tollowing  components. 

•  How  much  are  we  producing? 
(FRB  iridex) 

•  How  many  people  have  been 
laid  off?  (U.S.  Dept.  of  Labor 
initial  unemployment  claims) 

•  How  intensively  are  we  work- 
ing?  (BLS   average   weekly 


hours  in  manufacturing) 

•  How  much  hard  goods  are  we 
ordering?  (Dept.  of  Comm. 
durable  goods  new  orders  of 
last  3  monttis  related  to  in- 
ventories) 

•  How  much  are  people  spend- 


ing? (Dept.  of  Comm.  depart- 
ment store  sales) 

•  How  much  are  we  building? 
(Dept.  of  Comm.  private  non 
farm  housing  starts) 

•  How  much  are  workers  earn- 


130  FEB 114.0 

125  MAR 112.5 

120  APRIL   111.0 

115  MAY    110.5 

110  JUNE 111.6 

IO5JULY  111.6 

100  AUG 114.1 

95  SEPT 114.2 

go  OCT 115.2 

gj  NOV 117.3 

80  DEC 119.2 

75  JAN 120.2 

70  FEB 122.1 

MAR.  (pre.)  122.5 


ing?  (Dept.  of  Comm.  per- 
sonal income  in  manufactur- 
ing and  mining) 

•  Are  consumers  taking  on 
more  or  less  debt?  (Federal 
Reserve  net  change  in  con- 
sumer installment  debt) 


The  Superproducers 


Give  a  man  a  better  machine  and  he  will  turn  out  more. 
Give  him  a  still  better  one  and  eventually  the  man  next 
to  him  can  leave  the  assembly  line  and  go  into  the  seiAfice 
industries — teaching,  hairdressing,  stockbrokering  and  the 
like.  That's  what  gains  in  individual  productivity  are  all 
about,  and  that's  why  the  U.S.  is  so  rich. 

Unfortunately,  as  the  Forbes  Index  pointed  out  last 
Nov.  15.  productivity  gains  for  1967  were  disappointing. 
At  that  time  it  looked  as  if  the  gain  would  be  a  weak  2%, 
compared  with  3.1%  for  1966.  Now  the  final  figures  are  in, 
and  the  gain  for  last  year  was  even  worse  than  expected — 
only  1 .4% ,  the  lowest  in  1 1  years.  Coupled  with  fast-rising 
wages,  this  means  inflation. 

Why  is  productivity  so  low?  Last  fall  some  economists 
were  saying  that  the  $175  billion  spent  by  U.S.  industry  on 
plant  and  equipment  in  the  last  three  years  hadn't  had  time 
to  "take."  Also,  there  was  such  a  labor  shortage  that  in- 
efficient workers  and  old  plants  were  being  employed. 

But  it  has  become  apparent  that  neither  the  new  plant 
nor  the  full  complements  of  production  workers  is  being 
fully  utilized.  The  producers  of  goods  are  running  at  about 
85%  of  capacity  (see  the  Forbes  Index.  Mar.  15),  over- 
time is  off  and  industry  is  not  selling  as  much  as  it  can 
produce.  And  this  may  well  be  what's  causing  the  poor 
productivity  figure.  Says  Nat  Goldfinger,  who,  as  an  econo- 
mist for  the  AFL-CIO.  understandably  boosts  the  produc- 
tion worker:  "The  productivity  lag  is  caused  essentially  by 
a  decline  in  production.  This  is  because  of  big  fixed-labor 
costs  for  nonproduction  personnel,  such  as  office  workers, 
salesmen  and  research  and  development  people.  In  1953 
only  19.9%  of  manufacturing  employees  were  nonproduc- 
tion; last  year  the  total  was  26.4%.  There's  your  answer." 

In  other  words,  American  manufacturers  have  built  up 
big  plants  and  big  support  forces  to  "leverage"  the  produc- 
tion worker,  making  him  a  "superproducer."  During  a 
production  plateau  such  as  the  present  one,  manufacturers 
suffer  from  the  negative  leverage  of  the  extra  overhead 


(partly  because  they  are  reluctant  to  allow  their  skilled 
workers  to  drift  away  to  the  service  industries).  "Manufac- 
turers now  want  to  hold  their  work  force  instead  of  risking 
costly  and  time-consummg  rehiring  and  retraining  pro- 
grams," says  Don  Conlan,  vice  president  and  chief  econo- 
mist for  Chemical  Bank  New  York  Trust  Co.  "If  manufac- 
turers retain  their  work  force  during  a  period  of  declining 
demand,  then  by  definition  output  per  man-hour  will  de- 
cline. This  also  explains  the  sharp  decline  in  corporate 
profit  margins — this  is  the  price  manufacturers  pay  for  a 
hedge  against  tight  labor." 

A  few  years  ago  manufacturers  might  not  have  been 
willing  to  pay  the  price.  It  would  have  been  simpler  just 
to  lay  off  production  workers.  With  the  Forbes  Index 
starting  to  rise  sharply  (.^ee  above),  businessmen  may  soon 
be  reaping  the  reward  for  keeping  their  labor  forces  rel- 
atively intact  during  a  period  of  mild  recession. 

Profits  vs.  Labor  Costs.  In  any  event,  productivity  is 
likely  to  increase,  though  slightly,  in  the  next  few  years. 
For  this  to  mean  higher  profit  margins  depends  mainly  on 
two  things:  that  productivity  increases  faster  than  hourly 
compensation  (it  lagged  far  behind  last  year)  to  reduce 
unit  labor  cost;  and  that  demand  permits  workers  to  operate 
their  new  machinery  full  tilt.  Unlike  the  old  days,  a  manu- 
facturer today  cannot  easily  lay  off  his  skilled  workers  or 
his  nonproduction  employees,  and  he  cannot  lay  off  his  ex- 
pensive machinery  at  all.  Yet,  this  very  bind  may  keep 
small  dips  from  turning  into  major  recessions  because  em- 
ployment and  purchasing  power  stay  up. 

In  the  long  run,  major  gains  should  be  made  in  producti- 
vity because  of  further  automation  in  manufacturing  and 
the  service  industries.  "People  overlook  the  fact  that  we 
have  just  begun  to  computerize  the  service  industries,"  says 
economist  Peter  Crawford  of  the  First  National  City  Bank 
of  New  York.  "The  EDP  potential  is  barely  scratched.  The 
service  industries,  including  such  areas  as  distribution,  are 
a  good  candidate  for  explosive  growth  of  productivity." 

Rising  productivity  is  no  guarantee  against  inflation,  as 
we  have  learned  all  too  well  in  the  past  two  decades,  but 
it  certainly  helps  moderate  it.   ■ 
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Higher  Earnings 

SAVINGS 

You  earn 

5.13% 

at  our  cur- 
rent rate  of 

5.00% 

if  account 
held  1  year. 

.25% 

bonus 
available 

Assets  over  $700,000,000 

SAFETY— More  than  $250,000,000  in 
accounts  over  $10,000  each. 

AVAILABILITY- High  14%  liquidity 
ratio  assures  prompt  avail- 
ability of  your  funds. 
SAVE   BY  AIR  MAIL-We 
process  promptly  and  pay 
air  mail  postage  both  ways. 

*Funds  received  by  the  10th  of  any 
month  earn  from  1st;  thereafter  from 
date  of  receipt.  Earnings  compounded 
daily  and  paid  to  date  of  withdrawal. 


COAST  FEDERAL  SAVINGS 


JOf   CBall.PRES. 


To;  George  Ross 

Coast  Federal  Savings  t>  Loan  Assn 


7-120A-8 
FB 


9th  li  Hill,  Los  Angeles,  California  90014 

D  Please  open  a  savings  account.  Enclosed  is 

my  check  in  the  amount  of  $ 

D  Individual  Account  D  Joint  Account 

D  Here's  my  passbook.  Transfer  my  account. 
D  Please  send  full  information  on  bonus  accts. 

Name(s) 


Address- 


-Zip- 


now,  our  lower  minimums 

permit  you  to  set-up  a  voluntary 

(not  contractual) 

PERIODIC  DOLLAR  PURCHASE  PLAN 

with  a  minimum  of 

$25 

on  monthly  or  quarterly  basis 

after  initial  investment  of 

$100. 

100%  of  your  money  invested  for 
GROWTH  in:  •  electronics  •  electric  utilities 

•  data  processing  •  oil  &  gas 

•  communications  •  aerospace 

•  transportation  •  nuclear  energy  &  others 


SELF-EMPLOYED  RETIREMENT  PLANS 

ENERGY  FUND  is  a  qualified 
investment  under  Keogh  Act 


NO 


sales  charge 
redemption  charge 


•  Single  or  Occasional  Purchases 


RALPH  E.  SAMUEL  &  CO.,  Distributor 

Members  N.Y.  Stock  Exchange 

55  Broad  St.,  New  YorK  10004        F4-1 

To  buy  10  shares  or  more 

phone  collect  (212)  344-5300 

Please  send  me  the  FREE  prospectus 

and  literature  on  ENERGY  FUND. 

NAME 

ADDRESS 
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MARKET  COMMENT 

by  L  O.  HOOPER* 

Too  Late  To  Be  Bearish 


=:^_! 


This  column  is  an  attempt  to  bring 
some  order  out  of  chaos.  In  all  the 
confusion  and  controversy  about  a 
double  price  for  gold,  loose  talk  of 
"devaluation,"  rising  interest  rates,  the 
probability  of  higher  taxes,  threats  of 
controls,  racial  unrest  and  a  changing 
political  scene,  there  are  a  few  things 
that  hold  the  key  to  the  present  eco- 
nomic and  investment  outlook. 

The  first  and  most  important,  it 
seems  to  me,  is  what  America  does 
about  Vietnam.  The  stock  market  is 
allergic  to  war,  especially  a  losing  war. 
With  no  Vietnam  war,  the  balance-of- 
payments  problem  would  practically 
disappear,  interest  rates  would  come 
down,  taxes  would  not  have  to  be  in- 
creased and  much  of  the  present  pub- 
lic frustration  would  vanish. 

Right  or  wrong,  the  American  pub- 
lic is  in  growing  revolt  about  Vietnam; 
sooner  or  later,  this  revolt,  I  feel, 
must  be  reflected  in  public  policy.  No 
matter  how  it  looks  now,  the  war  is 
not  going  on  indefinitely.  I  would 
even  say  that  it  probably  will  be 
history  before  November — and  there- 
fore not  even  an  election  issue. 

Second,  much  of  the  overspecula- 
tion  of  the  past  year  has  been  liqui- 
dated. Many  risky  American  Stock 
Exchange  stocks  are  down  35%  to 
60%  from  their  tops.  The  ratio  of  ASE 
volume  to  New  York  Stock  Exchange 
volume  is  down  from  a  dangerous 
72%  to  under  40%.  The  public  and 
the  fund  managers  have  become  cau- 
tious. This  is  important  because  over- 
speculation  was  the  most  important 
reason  for  the  price  drop. 

All  This  Money! 

Third,  there  is  in  the  hands  of  in- 
stitutions and  quasi-institutions  a  tre- 
mendous accumulation  of  cash  and 
cash  equivalents  earmarked  for  in- 
vestment in  common  stocks.  Mutual 
funds  apparently  have  over  $3.4  bil- 
lion. The  cash  and  equivalent  holdings 
of  pension  funds  should  now  be  about 
as  large  as  the  mutual  funds  and  in- 
crease daily.  Life  insurance  com- 
panies are  beginning  to  sell  their  own 
mutual  funds  as  well  as  variable  an- 
nuities, and  this  is  an  entirely  new 
source  of  demand  for  equities.  The 
so-called  public  funds  (police,  firemen, 
teachers'  pensions,  etc.),  which  control 
about  $40  billion  in  assets,  for  the  first 


time  are  buying  equities  in  volume  and 
•jjrobably  will  put  $1   billion  or  more 
into  stocks  this  year. 

I  am  convinced  that  this  vast  accu- 
mulation of  cash  can  easily  become 
"nervous  money."  It  is  intended  to 
go  to  work,  not  to  remain  idle  or  in 
short-term  bonds  and  notes.  Those 
who  handle  it  may  easily  become  fear- 
ful that  they  will  lose  the  opportunity 
to  buy  on  weakness.  Even  if  as  little 
as  $50  million  or  $100  million  of  it 
should  go  to  work  over  a  few  days 
it  would  have  a  significant  effect  on 
prices,  perhaps  causing  a  real  buyers' 
panic.  This  institutional  cash  will  fol- 
low leadership  because  it  is  afraid  to 
do  anything  else. 

All  this  makes  me  think  it  is  too 
late  to  be  bearish — unless,  by  some 
miscalculation,  we  are  headed  into 
a  third  World  War.  I  think  the  time 
has  arrived  when  the  burden  of  proof 
is  on  the  bears  rather  than  on  the 
bulls.  I  think  all  weakness  should  be 
used  to  re-accumulate  stocks.  I  have 
not  talked  this  way  before.  The  reason 
I  do  so  now  is  that  I  think  the  resolv- 
ing forces  have  gone  to  work,  and  that 
in  the  situation  they  will  shortly  begin 
to  overpower  the  complicating  ones. 
As  I  see  it,  international  financial 
pressures,  unfavorable  events  in  Viet- 
nam, world  public  opinion,  American 
public  opinion  and  domestic  political 
strategy  all  point  in  the  same  direction. 
A  static  situation  is  becoming  dy- 
namic. The  dollar  will  shortly  begin  to 
be  recognized  as  the  world's  strongest 
currency — which,  of  course,  it  has 
been  all  the  time  but  for  the  pres- 
sures of  Vietnam. 

It  is  impossible  to  tell  just  where 
the  money  will  be  spent  first,  or  just 
what  stocks  will  go  up  most.  Nor  is 
it  necessary  to  know  these  things  to  be 
an  intelligent  investor — if  one  is  pru- 
dent and  patient.  The  thing  to  do  is 
to  look  around  for  values  and  poten- 
tials, and  then  wait  for  these  values 
and  potentials  to  be  recognized. 

Prentice-Hall  (36)  is  down  from  an 
adjusted  high  of  47  last  year.  It  is 
one  of  the  largest  publishers  of  school 
books  (college  emphasis),  general 
books  and  loose-leaf  services,  courses 
and  newsletters.  Sales  and  earnings 
have  been  progressively  higher  each 

*Mr.    Hooper   Is   associated   with   the    New   York 
stock  Exchange  firm  of  W.E.  Mutton  &  Co. 
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year  for  the  past  decade.  Profits  last 
year  were  $  1 .22  a  share,  up  from 
$1.14  (adjusted)  in  1966.  The  com- 
pany has  no  debt  and  is  constantly 
making  profitable  acquisitions  in  its 
own  general  field.  The  stock  would 
seem  to  involve  small  risks  and  repre- 
sents a  high-grade  growth  situation. 

Westinghouse  Electric  (64)  re- 
ported higher  sales  and  earnings  for 
the  third  consecutive  year  in  1967, 
earning  S3. 21  a  share.  The  annual  re- 
port says  that  "current  and  potential 
demand  continues  so  large,  particu- 
larly for  both  conventional  and  nu- 
clear products  for  the  generation  of 
electricity,  that  we  are  progressing  as 
rapidly  as  possible  with  our  largest  ex- 
pansion program."  Both  profit  margins 
and  volume  should  improve  this  year, 
and  the  company's  nuclear  earnings 
potential  has  hardly  begun  to  show  in 
the  profits.  This  company's  annual  re- 
port is  one  of  the  most  confidence- 
inspiring  ones  I  have  read. 

Potentials  in  Oil 

Two  conservative  stocks  through 
which  the  great  boom  in  offshore  drill- 
ing can  be  exploited  are  Schlumherger 
(75)  and  Halliburton  (66).  Today 
21  countries  are  producing  off- 
shore oil  and  gas,  and  40  others  are 
exploring.  The  oil  industry  has  an 
offshore  capital  investment  of  $7  bil- 
lion in  the  U.S.  and  more  than  $3 
billion  abroad.  It  will  probably  invest 
as  much  as  S25  billion  in  the  next 
decade.  Schiumberger's  offshore  wire- 
line service  revenues  have  increased 
from  $18  million  in  1963  to  S35  mil- 
lion in  1967:  and  the  company  proba- 
bly will  gets  its  electronics  business 
well  into  the  black  this  year.  Without 
any  help  from  the  electronics  division, 
Schlumberger  earned  $4.12  a  share  in 
1967.  Halliburton  has  improved  its 
quarterly  earnings  over  the  year-earlier 
quarter  for  16  consecutive  periods, 
earning  $4.61  a  share  in  1967.  Both 
stocks  have  stood  up  well  during  the 
recent  stock-market  unpleasantness. 

For  those  willing  to  pay  a  high  price 
for  exceptional  scientific  imagination, 
I  suggest  EG&G  (53).  This  com- 
pany probably  knows  more  about  the 
applications  of  atomic  energy  than 
any  other  and  it  has  a  strong  foot  in 
the  oceanographic  door.  Earnings 
probably  were  only  about  65  cents  a 
share  last  year  and  the  dividend  rate  is 
10  cents.  .  .  .  Consolidated  Freightways 
(32),  the  biggest  company  in  the 
field,  appeals  to  me  as  a  trucking  in- 
vestment— and  I  regard  it  as  a  growth 
stock.  .  .  .  Unlike  some  of  the  per- 
formance boys,  I  would  not  write  off 
the  appreciation  possibilities  in  some 
blue  chips,  such  as  Standard  Oil  of 
New  Jersey,  Standard  Oil  of  Cali- 
fornia, Reynolds  Tobacco  and  GM  ■ 


/individuals  and  institutional  investors . . . 
Seeking  possible  growth  of  principal . . . 

Consider:  No  Load,Non  Diversified 
Naess&Thomas  Special  Fund 


In  pursuit  of  possible  long-term  growth  of  principal,  the 
Fund  assumes  higher-than-average  risks  with  the  possibility 
of  higher-than-average  gain.  The  Fund  is  managed  by  Naess 
&  Thomas,  Investment  Counsel  (New  York /Baltimore). 
There  is  no  sales  or  acquisition  charge.  Minimum  initial 
investment  $2,500.  One  percent  redemption  fee. 


Naess  &  Thomas  Special  Fund,  Inc. 

One  Charles  Center,  Baltimore,  Maryland  21201 

Please  send  me  Fund  Prospectus  without  cost  or  obligation 

Name 

Address 


F4- 


\  City 


State 


Zip 


Relative  Strength  and 

ULTRA  HIGH  VOLUME 

by  ELECTRONIC  COMPUTER 

Compustrength® 
Report 

Every  Wednesday,  the  ratio  of  the  closing 
price  of  Vaoh  NYSE  and  ASE  .stock  is  tal<en 
against  its  moving  average  price  for  each  of 
the  time  periods;  10.  20,  and  .10  weel<s.  If  a 
plus  percentage  results,  it  signifies  tlie  current 
Ijrice  is  aljove  its  moving  average  for  that 
period.  A  minus  percentage  shows  it  is  helow 
it.s  moving  average.  The  higher  the  plus  i)er- 
centage,  the  stronger  the  stocl<;  the  lower  the 
percentage,   the  weaker  the  stock. 

In  the  same  fashion  COMPUSTRENGTH  cal- 
culates the  normal  or  average  volume  of  each 
NYSE  and  ASE  stock  for  10,  20,  and  .«)  week 
periods  and  then  gives  the  percentage  by 
which  the  current  Wednesday  closing  volume 
is  above  or  l)elow  its  moving  average. 

Special  Features 

COMPUSTRENGTH  lists  separately  the  25 
stocks  on  both  the  NYSE  and  ASE  which:  1. 
Have  the  highest  volume.  2.  The  strongest  rela- 
tive strength.  3,  The  weakest  relative  strength. 
Each  for  10.  20,  .30  weeks!  COMPU.STRENGTH 
also  marks  with  an  *  every  stock  which  has 
gone  Irom  a  minus  to  a  plus,  or  a  plus  to  a 
minus,  percentage. 

Special  Introductory  Offer 

Prove  to  yourself  that  this  revolutionary  new 
service  can  help  you  pinpoint  your  selection  of 
stocks  and  systematize  your  timing.  Try  our 
special  introductory  subscription  of  four  issues 
and  explanation  sheet  for  just  .$20.00. 

•Send  this  ad  and  check  with  your  name  and 
address  to: 

CHAKTCRAFT,  INC.,  Dept.  F-155 

1  West  Ave.,  Larchmont,  N.Y.  10538 
N.Y.  City  add  5%  Tax,  N.Y.  State  2% 


NOW...COMPUTER  BASED 
SUPERVISION  FOR  YOUR 
PORTFOLIO  OF  $10,000- 
S1 00,000. 

Roger  E.  Spear,  Investment  Advisor,  has 
developed  a  practical  way  for  your  portfolio 
to  be  put  under  professional  supervision. 
Serving  clients  in  all  50  States  and  21  for- 
eign countries,  Spear  &  Staff  employs  the 
skills  of  investment  specialists,  expert  re- 
search and  third  generation  computer  facili- 
ties to  analyze  facts  and  help  make  timely 
decisions. 

Mr.  Spear's  Decision  Management  Plan  has 

proved  particularly  helpful  in  achieving  con- 
servative capital  growfth  for  busy  people 
who  appreciate  the  risks  and  seek  the  re- 
wards of  a  professionally  managed  common 
stock  portfolio. 

For  complete  information  send  for  our  32- 
page,  complimentary  booklet,  "Declare  Your 
Own  Dividends." 

SPEAR  &  STAFF,  INC. 

Investment  Managemerit  Div. 

Dept.  M.F.  401 

Babson  Park,  Mass.  02157 

Please  mail  to  me  at  once  your  compli- 
mentary 32-page  booklet  "Declare  Your  Own 
Dividends."  Confidentially  my  account  would 
amount  to  $ 

NAME 


STREET_ 


CITY_ 


STATE. 


..JlP- 


You  can 


earn 


"""Srom 


regardless  of  time 
fur)ds  remain  in  account 

Dividends 
Compounded  Daily 

on  all  accounts  as  follows: 
funds  received  by  us  by  the 
10th  of  any  month  and  held 
to  the  end  of  the  quarter  earn 
fronn  the  1st.  Funds  received  by  the  10th  of  the 
month  and  withdrawn  before  the  end  of  the 
quarter  earn  from  the  date  of  receipt  to  the 
actual  date  of  withdrawal.  Funds  do  not  have 
to  remain  in  the  account  a  minimum  of  3  months. 


5 


g^    per  annum 
y^  base  rate 


5.13^ 


ON  ALL  ACCOUNTS 

Current  Rate 
Equivalent  to 

per  annum  when  princi- 
pal and  dividends  remain 
in  the  account  one  year 
and  dividends  are  compounded  daily. 

On  New  Bonus  Accounts 

you  get  an  additional 

_    I     off     per  annum   on  accounts  held 

I  /  A /O    36  months.    Bonus  accounts 

/  must  be  opened   in  minimum 

amounts  of  $1,000  or  in  multiples  of  $1,000. 
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EST.  1937 
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SAVINGS   t   LOAN   ASSOCIATION 

\      Box  1631-22    •    Glendale,  Calif.  91209 

\itm  FIDELITY    FEDERAL    SAVINGS  I 


I  n    Please  send  informotion  about  your  savings  accounts. 
I  □   Please   send    information    about   your 
I         CHECKA-MONTH    plan. 


I  NAME 
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PLEASE  PRINT 


-ZIP- 
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STOCK  ANALYSIS 


by  HEINZ  H.  BIEL* 


Too  Late  To  Be  Bullish 


Loose  fiscal  policies  and  less  than 
half-hearted  efforts  to  improve  our 
balance  of  payments  were  responsible 
for  the  fatal  erosion  of  confidence  in 
the  dollar.  The  frightful  cost  of  Viet- 
nam was  a  contributing  factor,  of 
course,  but  it  was  a  known  factor  and 
therefore  can  not  serve  as  an  excuse 
for  inept  policies.  The  swift  collapse 
of  the  dollar  was  a  shameful  display 
of  weakness  and  incompetence,  un- 
worthy of  the  world's  strongest 
economy. 

The  $35  gold  price,  effective  only 
for  transactions  between  cooperating 
central  banks,  is  pure  fiction,  intended, 
I  suppose,  to  maintain  the  illusion  that 
the  U.S.  has  kept  its  promise  toward 
friendly  countries  who  held  onto  their 
surplus  dollars  and  did  not  convert 
them  into  gold.  It  is  obvious  that  the 
remaining  monetary  gold  reserves  can 
only  shrink:  they  cannot  increase  as 
long  as  the  free  market  price  of  gold 
remains  far  above  the  $35  level.  For 
all  practical  purposes,  therefore,  the 
U.S.  is  once  again  off  the  gold  stan- 
dard. Whether  this  means  the  eventual 
complete  demonetization  of  gold,  that 
"barbarous  metal."  remains  to  be  seen. 
We  have  not  cared  much  about  gold 
for  years.  Americans  prefer  to  invest 
productively.  The  higher  price  of  gold, 
therefore,  has  very  little  direct  signifi- 
cance for  the  American  economy. 

However,  this  does  not  free  us  from 
the  obligation  to  restore  confidence  in 
the  dollar.  This  is  a  vital  necessity  un- 
less we  want  to  invite  worldwide  eco- 
nomic chaos.  Such  pathetic  palliatives 
as  the  proposed  tax  on  foreign  travel 
are  utterly  inadequate.  In  fact,  most 
restrictions  on  the  free  transfer  of 
funds  are  either  ineffective  or  actually 
harmful  unless  we  institute  extremely 
tight  foreign-exchange  controls — and 
that  is  unthinkable  and  unworkable. 

The  Administration,  Congress  and 
our  monetary  authorities  must  realize 
that  the  profligate  spender  will  wind 
up  in  the  poorhouse.  We  must  stop 
pretending  that  the  Vietnam  conflict  is 
not  a  war.  We  must  not  allow  loose 
credit  policies  or  multi-multi-billion- 
dollar  deficits  to  provide  the  fuel  for 
inflation.  We  cannot  afford  such  ex- 
travagances as  the  shutting  down  of 
virtually  the  entire  copper  mining  in- 
dustry for  the  better  part  of  a  year, 
importing  our  needs  from  abroad  at  a 


huge  and  unnecessary  outlay  of  dol- 
lars. Our  affluent  society  can  stand 
some  belt-tightening,  even  if  it  means 
postponing  the  acquiring  of  those  ex- 
tra luxuries  which  every  American 
now  considers  it  his  right  to  possess 
regardless  of  his  own  contribution  to 
the  economy. 

Although  the  stock  market's  initial 
reaction  to  the  de  facto  devaluation  of 
the  dollar  (in  terms  of  gold)  was 
favorable,  we  cannot  take  it  for 
granted  that  we  are  entirely  out  of  the 
woods.  The  cure,  if  we  really  want  to 
take  it,  is  not  painless. 

Remain  Cautious 

If  we  do  what  we  should  do  the 
stock-market  outlook  would  hardly  be 
bullish.  Interest  rates  would  remain 
rather  high,  and  if  the  fear  of  rapid  in- 
flation should  subside,  many  investors 
will  be  attracted  by  the  unusually  high 
yields  obtainable  on  fixed-income-bear- 
ing securities,  especially  tax-exempt 
bonds.  The  prospect  of  higher  cor- 
porate income  taxes  is  no  cause  for 
cheering,  as  only  the  very  strongest 
companies  have  sufficient  control  over 
their  margin  of  profit  to  attain  the  de- 
sired after-tax  earnings  objectives.  By 
the  same  token,  any  cutback  in  gov- 
ernment spending  carries  no  bullish 
implication. 

While  we  can  be  grateful  that  an  in- 
ternational monetary  calamity  has  been 
averted,  at  least  for  the  time  being,  I 
would  remain  a  cautious  investor  and 
not  commit  liquid  reserves  prema- 
turely. The  way  I  see  it,  there  are  only 
two  alternatives  at  present.  Either  we 
follow  a  course  of  "austerity,"  as  be- 
latedly proposed  by  our  President,  in 
order  to  give  the  new  international 
monetary  arrangements  a  chance  to 
succeed;  this  would  have  decidedly  de- 
flationary implications.  Or  we  muddle 
along  as  we  have  been  doing  until  now 
— and  invite  ultimate  financial  chaos. 
Neither  alternative  strikes  me  as  being 
very  bullish.  The  one  event  that  would 
turn  me  into  a  rip-roaring  bull  would 
be  a  determined  and  convincing  de- 
escalation  of  hostilities  in  Vietnam 
with  a  realistic  prospect  of  peace. 
Meanwhile,  in  my  opinion,  this  is  a 
market  for  nimble  short-term  traders 
rather  than  for  investors.  ■ 

*Mr.  Blel   Is  a  partner  In  the  New  York  Stock 
Exchange  firm  of  Emanuel,  Oeetjen  &  Co. 
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What  do  you  look  for 
in  your  stocks? 


Strong  price  performance  in  the  next  12  months? 

Wide  appreciation  potentiality  in  the  next  3  to  5 
years  ? 

High  yield  in  the  next  12  months? 

Dependability,   in  terms  of  growth  and  stability, 
over  the  very  long  term  (beyond  5 years)? 


Value  Line,  alone  among  invest- 
ment advisory  services,  rates  1400 
widely  held  stocks  systematically 
every  week  for  (1)  Market  perform- 
ance in  the  next  12  months  ...  (2) 
Appreciation  in  the  period  3  to  5 
years  hence  ...  (3)  Yield  in  the 
next  12  months  ...  (4)  Dependa- 
bility over  the  very  long  term  (be- 
yond 5  years). 

How  important  is  each  of 
these  goals  in  terms  of  your 
own  personal  investment 
scheme? 

•  Value  Line  is  the  only  advisory 
service  that  lays  its  forecasts  on 
the  line  every  week,  for  every  one 
of  the  1400  stocks,  in  unequivocal 
numbers  —  never  in  ambiguous  ad- 
jectives. 

•  Value  Line  is  the  only  advis- 
ory service  that  indicates  to  you, 
through  objectively  determined 
probability,  which  of  the  1400 
stocks  are  the  very  best  (l-ranked), 
the  above  average  (ll-ranked),  the 
average  (Ill-ranked),  the  below  av- 
erage (IV-ranked)  and  the  poorest 
(V-ranked)  stocks.  These  determi- 
nations are  published  weekly  and 
are  applied  to  future  price  change 
probabilities  in  three  specific  time 
periods:  (1)  the  next  12  months  .  .  . 
(2)  the  period  3  to  5  years  from 
now  ...  (3)  beyond  5  years  . .  .  and 
(4)  to  yield  expectancy  in  the  next 
12  months. 

•  Value  Line  is  the  only  advisory 
service  with  a  unique  method  of 
assigning  index  numbers  which  en- 
able you  to  weigh  these  four  attri- 
butes of  each  stock  in  accordance 
with  your  own  investment  goals. 

NOTE:  Not  every  one  of  the  more 
than  1400  stocks  will  perform  in 


the  market  in  accordance  with  its 
ratings.  But  such  a  large  percent- 
age have  in  the  past,  for  reasons 
that  are  logical,  that  you  owe  it  to 
yourself  to  check  every  stock  that 
you  now  hold  or  are  thinking  of 
buying  or  selling  with  Value  Line's 
objective  determinations  of  proba- 
bility. 

Why  not  put  The  Value  Line  In- 
vestment Survey  to  the  profitability 

test  under  our  money-back  guaran- 
tee? If,  for  any  reason,  Value  Line 
should  fail  to  meet  your  expecta- 
tions, return  the  material  within  30 
days  and  your  money  will  be  re- 
funded at  once. 

The  coupon  will  bring  you,  for 
the  term  you  check  —  one  year  for 
$167.  3  months  for  $44,  or4weeks 
for  $5  —  the  complete  weekly  edi- 
tions of  The  Value  Line  Investment 
Survey.  Each  edition  consists  of 
full-page   reports  and   ratings  on 


about  105  stocks,  the  12-page 
Weekly  Summary  of  Advices  &  In- 
dex, and  the  8-  to  12-page  Selection 
&  Opinion  section  .  .  .  plus  the 
monthly  Special  Report  on  insider 
transactions  and  quarterly  Special 
Report  on  mutual  fund  transactions 
issued  during  the  term  of  your  sub- 
scription. 

BONUS  •  With  the  annual  or  3- 
month  subscription.  Value  Line  will 
ship  to  you  immediately  the  2-vol- 
ume  Investors  Reference  Library 
which  will  give  you  the  latest  re- 
ports on  all  stocks  that  have  been 
published  prior  to  your  subscrip- 
tion. During  the  subscription  period 
all  1400  reports  will  be  updated, 
enabling  you  to  keep  this  ready  ref- 
erence continually  current  as  each 
new  edition  reaches  you. 

The  complete  Value  Line  Survey 
stands  available  to  you  in  your  own 
library  or  office  as  a  ready  refer- 
ence on  1400  stocks  and  about  75 
Special  Situations,  each  systemat- 
ically updated  every  week. 

With  Value  Line  you  are  never  at 
a  loss  for  an  objective  and  current 
appraisal  of  probabilities  within  de- 
fined future  time  periods. 

In  fairness  to  regular  subscribers,  who  pay 
$167  a  year  for  The  Value  Llrte  Investment 
Survey,  we  cannot  make  the  $5  trial  for  4 
weeks  of  service  available  to  anyone  who  has 
already  had  such  a  trial  within  the  past  six 
months. 


I      I  3-MONTH  TRIAL— $44 


(13  EDITIONS) 


j  I      I  ONE  YEAR- $167 

I  I I  (52  EDITIONS) 

I  Send  me  the  complete  service  for  the  term  checked  plus 

I  —as  a  bonus— the  2-volume  Investors  Reference  Library 

i  consisting  of  Value  Line  sections  published  during  the 

!  13  weeks  preceding  start  of  this  subscription. 

I  D  Payment  enclosed  D  Bill  me 

I- 


□  FOUR-WEEK  TRIAL-$5 
(4  EDITIONS) 

Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service  for  $5.  I  enclose 
payment. 


I 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


I  Name  (please  print). 

I  Address  

I 


AA16-55 


City. 


State. 


Zip 


I 

1 

I 
I 

Ah. 


(Subscription  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents, 
please  add  5%  sales  tax;  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

THE  VALUE  LINE 

IIVVESTMEIVT   SURVEY 

Published  by  Arnold  Bernhard  &  Co.,  Inc. 
5  EAST  44th  STREET,  NEVIT  YORK,  N.  Y.  10017 

(No  assignment  of  this  agreement  will  be  made  without  subscriber's  consent.) 
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HOT  TIP 

for  stock  market 
"in -and -outers." 

Where  is  your  money  right  now?  Tied-up 
in  stocks?  Only  partially  committed?  At 
that  crucial  'in-between'  stage?  In  any 
case,  'out-of  the  market'  money  should  be 
money  that  makes  money.  It  should  earn 
the  most  for  you  at  the  least  possible  risk 
of  loss.  And  that's  where  our  'hot  tip' 
comes  in.  Now  there  is  a  way  for  you  to 
earn  at  the  highest  rate  in  the  country,  on 
a  day  to  day  basis  —  at  no  risk  of  loss 
whatsoever.  A  'day  of  deposit  to  day  of 
withdrawal'  savings  account  at  West  Side 
Federal  Savings. 


5 


FROM  DAY  IN  TO  DAY  OUT 
-NEVER  A  DAY'S  EARNINGS 
LOST 

Every  day  your  funds  are  on  deposit. they 
earn  5%  a  year,  compounded  quarterly 
(provided  $1  remains  at  the  end  of  the 
quarter).  We're  the  only  financial  institu- 
tion in  NYC  that  offers  this  type  of  ac- 
count at  5%. 

■  10  BONUS  DAYS  EVERY  MONTH 

Money  deposited  up  to  the  10th  of  any 
month  earns  full  dividends  from  the  Isf- 
providing  the  deposit  remains  to  the  end 
of  the  quarter. 

■  NO  NOTICE  REQUIRED  FOR  WITHDRAWALS, 
NO  MINIMUMS,  NO  WITHDRAWAL  PENAL- 
TIES-YOU  ENJOY  COMPLETE  FLEXIBILITY 
AND   IMMEDIATE   AVAILABILITY 

■  SAVE-BY-MAIL  We  pay  all  postage. 

■  FREE  GIFT  for  new  accounts. 

Legal  for  Trust  and  Pension  Funds, 

Corporate  and  Institutional  Accounts. 

N.  Y.  STATE'S  NO.  1   SAVINGS  &  LOAN 

WITH     ASSETS     OVER     $1/3     BILLION 


ACT  NOW  - 


Send  coupon  today! 


WEST  SIDE  FEDERAL  SAVINGS 

and    Loan    Association 

MAIN     OFFICE:    1790     Broadway,    cor. 
58th  St.,  Columbus  Circle,  N.Y.  10019 

Gentlemen:  Thanks  for  your  'hot  tip." 

□  Enclosed  is  my  check/money  order 
for  $ 

□  Open  a  new  account  —  send  me  my 
FREE    n  Bank      D  Atlas 

Name ^-^ 


Address. 
State. 


I  "^  btate zip .»»..•-■•,!»' I 
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CONVERTIBLE   BONDS 

and  177  convertible  preferred  stocks 
are  charted  by  our  R.H.M.  CONVERT- 
IBLE SURVEY  on  unique  and  inval- 
uable conversion  ratio  charts  which 
pinpoint  buying  opportunities.  Are  you 
fully  conversant  with  convertibles — 
recognize  their  opportunities  when 
they  occur?  To  introduce  you  to  a 
complete  investment  service  covering 
the  entire  field  of  convertibles,  we 
invite  you  to  send  for  our  FREF.  re- 
port on  "Convertible  Opportunities.'  It 
is  a  full  explanation  of  convertibles 
which  can  prevent  future  missed  oppor- 
tunities for  you.  There  is  no  obligation. 
Send  to:  "Convertibles,"  Dept.  F-20, 
R.H.M.  Associates,  220  Fifth  Ave.,  New 
York,  N.Y.  10001. 


TECHNICIAN'S  PERSPECTIVE 

by  JOHN  W.   SCHULZ* 


A  Spring  Rallyl 


It  is  a  truism,  though  an  easily  for- 
gotten one,  that  all  investment  prob- 
lems, at  bottom,  revolve  around 
choices  between  alternatives.  Most 
generally  they  boil  down  to  the  ques- 
tion of  whether  cash  or  its  equivalents 
are  preferable  to  equity  assets  that, 
like  common  stocks,  stand  for  produc- 
tive values. 

When  you  stop  to  think  about  it, 
essentially  the  same  question  was  faced 
by  the  representatives  of  the  gold-pool 
countries  when  they  met  in  Washing- 
ton two  weeks  ago  to  cope  with  an  un- 
precedented run  on  their  gold  reserves. 
One  way  of  stopping  the  gold  rush  was 
for  the  U.S.,  whose  currency  has  been 
the  keystone  of  the  international 
money-and-credit  system,  to  take  dras- 
tic deflationary  steps  that  would  great- 
ly increase  the  desirability  of  the  dollar 
relative  to  other  assets.  While  such 
measures  would  harden  the  dollar,  and 
with  it  the  other  major  currencies  that 
are  tied  to  its  value,  they  would  also 
reduce  the  demand  for  goods,  the  vol- 
ume of  production,  and  the  price  of 
nonmonetary  values  (like  gold  and 
common  stocks)  everywhere  in  a 
worldwide  recession.  But  most  modern 
states  do  not  willingly  give  investment 
priority  to  cash  over  productive  assets, 
because  keeping  goods  readily  accessi- 
ble to  the  growing  mass  of  consumers 
is  deemed  more  desirable  than  main- 
taining the  intrinsic  worth  of  currency 
as  a  store  of  value. 

At  the  other  end  of  the  range  of 
possible  solutions  was  a  large  increase 
in  the  official  dollar  price  of  gold — in 
effect,  devaluing  the  dollar  and  all 
other  major  currencies  along  with  it  in 
terms  of  gold.  Some  say  this  would 
have  been  the  simplest  way  out  of  the 
gold  dilemma,  which  basically  arises 
from  the  fact  that  the  supply  of  gold 
as  a  credit  base  has  for  many  years 
grown  much  more  slowly  than  the 
world's  production  of,  and  demand  for, 
goods  and  is  unlikely  ever  to  catch  up. 

But  if  the  output  of  gold  cannot  be 
stepped  up  sufficiently,  the  value  of 
gold  can  be  revised  upward.  Thus,  by 
substantially  raising  the  dollar  price 
for  gold,  as  was  done  in  1934,  the 
groundwork  could  have  been  laid  for 
another  large  addition  to  the  world's 
paper  currencies — enough  to  finance  a 
continuing  expansion  in  worldwide  out- 


put of  goods  and  services  for  perhaps 
another  30-odd  years.  Such  a  step, 
whose  long-range  consequences  are 
hugely  inflationary,  would  make  (pro- 
ductive) equity  assets  far  more  prefer- 
able to  (depreciating)  cash.  But  at  the 
same  time  it  would  carry  the  threat 
of  uncontrollable  worldwide  inflation, 
which  is  of  course  no  more  desirable 
than  radical  deflation. 

To  offset  the  lagging  growth  of  offi- 
cial gold  reserves,  the  major  monetary 
powers  have  been  striving  for  agree- 
ment on  so-called  Special  Drawing 
Rights,  a  new  international  credit  in- 
strument that  would  permit  gradual 
and  controlled  expansion  of  the  Free 
World's  money  supply.  Progress  has 
been  slow,  but  the  goal  now  seems  to 
be  in  sight.  However,  the  effort  might 
have  been  hopelessly  frustrated  if  last 
month's  Washington  conference  had 
resorted  to  either  of  the  radical  an- 
swers to  the  problem.  Under  the  cir- 
cumstances, a  compromise  policy  was 
perhaps  the  only  possible  solution. 

Cue  for  Investors 

On  the  one  hand,  the  U.S.  will  con- 
tinue to  buy  and  sell  gold  at  $35  an 
ounce  in  transactions  with  other  mone- 
tary authorities.  On  the  other,  in  view 
of  the  prospective  creation  of  the  Spe- 
cial Drawing  Rights  mechanism,  the 
seven  gold-pool  member  nations  regard 
their  existing  monetary  gold  holdings 
as  sufficient  and  therefore  no  longer 
feel  it  necessary  to  buy  gold  in  the 
open  market.  In  effect,  this  policy 
freezes  the  bulk  of  the  Free  World's 
official  gold  reserves  at  their  present 
level  and  demonetizes  private  gold 
holdings  and  newly  mined  gold.  It 
further  implies  that  future  additions 
to  the  international  supply  of  money 
and  credit  are  contemplated  without 
the  benefit  of  gold  backing. 

Thus,  while  the  compromise  also  en- 
visages a  determined  effort  to  restrain 
U.S.  inflationary  pressures,  chiefly 
through  cuts  in  the  federal  budget  and 
higher  taxes,  on  balance  it  is  clearly 
a  vote  against  hard  money.  If  inves- 
tors take  their  cue  from  it  and  opt  for 
equities  in  preference  to  cash,  stock 
prices  can  have  a  satisfactory  spring 
rally.  ■ 

•Mr.  Schuiz  is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Wolfe  &  Co. 
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THE  MARKET  OUTLOOK 

by  SIDNEY  B.  LURIE* 


Some  Sound  Values 


The  gold  crisis  has  been  front-page 
news,  and  properly  so,  for  the  world 
has  enjoyed  unprecedented  prosperity 
under  the  existing  monetary  and  credit 
background.  Though  it's  too  early  to 
say  emphatically  that  the  crisis  is  per- 
manently over — for  much  depends  on 
actions  that  have  to  be  taken  by  our 
legislative  bodies — it  does  look  as 
though  the  Free  World  has  weathered 
the  storm.  Furthermore,  if  this  hope  is 
justified  by  coming  events,  a  totally 
new  situation  may  have  developed  that 
could  mean  new  prosperity  in  Europe, 
a  stronger  dollar  and  a  stronger  pound, 
new  strength  in  the  bond  market  and 
little  or  no  need  for  aggressive  credit 
restraint. 

The  reason  I  make  these  points  is 
that  we've  become  a  nation  of  head- 
line readers,  and  the  full  significance 
of  the  communique  issued  by  the  cen- 
tral bankers  seems  to  be  overlooked. 
For  example  the  fact  that  the  central 
banks  will  no  longer  supply  gold  to  the 
free  market  docs  not  necessarily  mean 
an  unsustainable  '"two-price  system" 
for  gold.  Rather,  it  means  that  we've 
returned  to  the  situation  which  pre- 
vailed prior  to  1961  when  the  gold 
pool  was  formed,  and  no  one  then  was 
greatly  concerned  by  the  fact  that  spec- 
ulative demand  was  supplied  by  Russia 
and  others.  Furthermore,  the  statement 
that  the  central  bankers  no  longer  be- 
lieve it  necessary  to  buy  gold  in  the 
open  market  means  that  these  authori- 
ties believe  the  world  does  not  face  a 
gold  shortage — which  is  contrary  to 
the  view  popularly  held. 

Headed  Up? 

Perhaps  the  net  of  all  this  is  that  we 
are  witnessing  the  birth  of  a  new  gold 
standard.  It  could  also  mean  that  the 
problems  have  been  crystalized  even 
though  they  may  not  have  been  re- 
solved. Consequently,  I  believe  this  is 
a  good  time  to  weigh  the  possibility 
that  the  Dow-Jones  industrial  average 
may  reach  900  before  it  hits  800,  par- 
ticularly since  there  are  a  number  of 
sound  market  values  available  to  the 
investor  today. 

It's  a  little  too  easy  to  take  a  nega- 
tive view  of  the  steel  industry  on  the 
grounds  of  slower-than-average  long- 
term  growth,  etc.  Speculation  is  not 
that  obvious  a  business.  Even  coming 
labor  negotiations  may  be  less  burden- 


some than  the  headlines  indicate. 
Meanwhile,  I  believe  the  downside 
risks  in  Young.stown  Sheet  &  Tube 
(above  31,  paying  $1.80)  are  minimal, 
what  with  a  better-than-$4-per-share 
1968  earnings  potential.  Little  or  no 
recognition  has  been  given  to  the  com- 
pany's capital-expenditure  program, 
which  appears  to  be  steadily  nearing 
a  major  pay  point. 

The  slowdown  in  recent  residential 
building  statistics  may  be  less  im- 
portant than  the  fact  that  home  de- 
mand is  increasing  while  the  supply  is 
decreasing.  Further,  the  industry's 
long-term  outlook  is  the  best  since 
post-World  War  II  years.  In  this  con- 
nection, U.S.  Gypsum,  the  largest  pro- 
ducer of  gypsum  products,  would  be  a 
major  beneficiary  of  an  upturn  in 
housing  demand,  for  increased  oper- 
ating rates  would  provide  internal 
earnings  leverage.  Meanwhile,  with 
gypsum  prices  showing  improvement, 
I  believe  1968  earnings  may  be  10% 
to  20%  better  than  the  $3.65  per  share 
reported  for  1967. 

Apologies  are  not  required  for  an 
interest  in  Standard  Oil  of  N.J.,  and 
not  just  because  I  believe  the  first 
year's  cost  of  the  new  Opec  settlement 
will  he  far  less  than  popularly  feared. 
Rather,  it  seems  to  me  that  a  number 
of  internal  considerations  point  to  a 
10%  per-share  earnings  improvement 
this  year  over  the  $5.53  reported  for 
1967.  For  example,  over-all  realiza- 
tions as  well  as  demand  will  be  better 
in  Europe,  where  the  company's  mar- 
keting operations  should  be  making 
rather  than  losing  money.  Also,  divi- 
dends from  the  huge  Groningen  gas 
field  will  double  during  this  year  and 
doubtless  will  continue  to  increase  in 
coming  years. 

In  past  columns  I've  held  that  1968 
would  be  the  year  of  a  broad  trading 
range,  that  the  speculative  disillusion- 
ment this  time  need  not  be  as  severe, 
or  as  long  lived,  as  in  1962.  I  still  feel 
the  same  way.  All  of  which  does  not 
mean  a  fully  invested  position.  Man- 
aging money  is  a  serious  business 
where  prudence  alone  can  dictate  cash 
reserves.  But  I  prefer  to  be  a  selective 
buyer  rather  than  indiscriminate  seller 
in  the  types  of  stocks  mentioned 
earlier.  ■ 

*Mr.  Lurie  is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Josephthal  &  Co. 


Special 

Situations 

Is  our 

middle  name 


We'll  send  you  at  least  24  new  Special 
Situations  in  the  next  twelve  months 
for  only  $2.40  a  week  . . .  and  review 
them  fortnightly  all  year  'round.  You'll 
always  know  where  Value  Line  stands 
on  each  of  these  24  Special  Situations 
plus  over  100  previously  recommended 
and  still  held. 

You'll  receive  The  Value  Line  OTC  Spe- 
cial Situations  Service  for  one  year, 
under  a  money-back  guarantee  which 
permits  you  to  return  the  material  to 
us  within  30  days  for  a  full  and  prompt 
refund  if  you  are  not  satisfied  with 
your  Service  for  any  reason. 

This  one-year  subscription  will  bring 
you  2  new  Special  Situation  recom- 
mendations each  month,  plus  current 
Supervisory  Reviews,  plus  a  complete 
Summary-Index  with  every  issue  of  the 
performance  record  and  current  ad- 
vices on  all  Specials  still  held. 

In  addition,  you  will  receive  as  a  bonus 
—  at  no  extra  charge  — the  Reference 
Volume  containing  Original  Analyses 
for  recommendations  made  in  the  past 
24  months  (48  "Specials")  and  the 
latest  Supervisory  Reviews  for  all 
"Specials"  still  held,  filed  in  a  sturdy 
ring  binder  for  easy  maintenance. 


To:  The  Value  Line 

OTC  Special  Situations  Service 
5  East  44th  Street, 
New  York,  N.Y.  10017 
D   I  enclose  check  or  money  order  in 
the  amount  of  $125  plus  applicable 
sales  taxes. 

D  Bill  me. 

(N.Y.C.  residents,  please  add  5%  sales  tax; 

other  New  York  State  residents,  please  add 

2%   and   applicable   local    sales  taxes.) 

Subscription  fee  is  tax  deductible. 


Name 


.501691 


Address 


City  State  Zip 

□  Check  here  if  you  wish  to  receive  the 
Special  Situation  recommendations  via 
collect  telegram  (at  no  extra  service 
charge). 

Q  Check  here  if  you  are  a  regular  (one  year 
or  longer  term)  subscriber  to  The  Value 
Line  Investment  Survey. 

Special  Situations  recommended  in  The  Value 
Line  OTC  Special  Situations  Service  in  no 
way  duplicate  those  recommended  once  each 
month  in  The  Value  Line  Investment  Survey. 


"N^T 


THE  VALUE  LINE 
OTC  SPECIAL  SITUATIONS  SERVICE 

Published  by  Arnold  Bemhard  &  Co.,  Inc. 

5  East  44th  Street,  New  York.  N.Y.  10017 
No  assignment  will  be  made  of  this  agree- 
ment without  subscriber's  consent 
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Can  you  afford  to  be  in  the  dark  about  any 
of  your  investments? 

Our  "Positive  Investment  Program"  may 
shed  a  bright  and  helpful  light.  And  it's 
yours  through  this  — 

SPECIAL  TRIAL  OFFER 

5  full  weeks  of  Investors  Research  Reports. 
These  reports  cover  600  leading  stocks  and 
provide  other  valuable  information,  PLUS 
the  "Positive  Investment  Program"— all  by 
air  mail  for  only  $1.  Fill  in  this  coupon  now. 

""investors  RESEARCH  company"" 

Dept.  F-4,  924  Laguna  Street, 
Santa  Barbara,  California  93102 

For  $1  please  air  mail  my  trial 
subscription  plus  your  Positive 
Investment  Program. 


Name 

Address 

City State 


-Zip 


Can  professional 
management  help 

make  your 
$5,000  to  $50,000 

portfolio  grow 
as  fast  as  you  want? 


Whether  you  are  investing  in  common  stocks 
for  retirement  income,  children's  education 
or  freedom  from  financial  worry,  you  want 
your  money  to  grow  as  rapidly  as  possible. 
Yet,  perhaps  for  reasons  beyond  your  con- 
trol, you  may  find  your  capital  is  not  build- 
ing up  as  fast  as  you  expect  it  to. 

To  help  solve  this  very  problem,  investors 
in  more  than  55  countries  use  The  Danforth 
Associates  Investment  Management  Plan. 
The  professional  supervision  it  offers  can, 
we  believe,  work  to  balance  the  risks  of 
common  stock  investments  and  help  you 
better  achieve  your  capital  growth  goals. 

Find  out  how  you  may  begin  benefiting 
from  this  tested  plan  with  as  little  as  $5,000 
in  cash  or  securities.  For  a  free  copy  of  our 
42-page  descriptive  booklet,  including  a 
complete  10-year  "performance  record," 
simply  write  Dept.  A- 1 3. 

THE  Danforth  Associates 

WELLESLEY  HILl^,  Mass.,  U.S.A.  oai8 1 
Investment  Management  .  Incorporated  1936 
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OVERSEAS  COMMENTARY 


by  GEORGE  J.  HENRY 


The  Gold  Crisis 


In  the  field  of  international  finance, 
stopgap  measures  seem  to  be  the 
norm  rather  than  the  exception.  In- 
numerable stopgap  measures  were  used 
to  try  to  save  sterling:  regrettably, 
they  did  not  succeed.  Stopgap  mea- 
sures are  now  being  used  in  an  effort 
to  restore  confidence  in  the  U.S. 
dollar.  Since  the  fundamental  posi- 
tion of  the  U.S.  is  and  always  has 
been  very  strong,  it  is  hoped  that 
these  measures  will  be  more  success- 
ful. 

I  was  always — or  at  least  right  up 
to  the  last  minute — of  the  opinion 
that  sterling  would  not  be  devalued 
from  the  $2.80  level.  My  principal 
reason  for  feeling  that  the  inevitable 
would  not  happen  was  that  this  would 
cause  a  run  on  the  dollar  and  such 
unsettled  conditions  in  the  field  of  in- 
ternational settlements  that  the  Club 
of  Ten  could  not  possibly  afford  to 
let  it  take  place.  Well,  sterling  was 
devalued;  the  run  on  the  dollar  cer- 
tainly took  place,  and  the  resulting 
havoc  in  the  foreign-exchange  mar- 
kets was  as  bad  as  expected. 

In  an  effort  to  restore  confidence, 
the  principal  members  of  the  gold 
pool  met  in  Basle  during  the  weekend 
of  Mar.  9  and  issued  a  memorandum 
confirming  their  determination  to 
maintain  gold  at  $35  an  ounce.  How- 
ever, by  that  time  the  run  on  gold 
had  reached  such  proportions  that 
mere  words  were  not  enough  to  re- 
store confidence. 

A  Speculators'  Market 

The  following  week  the  loss  of  gold 
by  the  London  gold  pool  was  larger 
than  ever,  until,  on  Friday,  Mar.  15, 
the  almost  unprecedented  step  was 
taken — a  bank  holiday  was  declared 
in  England,  and  all  financial  markets 
closed.  At  the  same  time  a  meeting  of 
the  central  bankers  of  the  gold-pool 
countries,  with  officials  of  the  Inter- 
national Monetary  Fund  and  the 
Bank  for  International  Settlements  in 
Basle,  was  held  in  Washington  on 
Mar.  16  and  17.  The  group  confirmed 
that  in  the  future  they  would  con- 
tinue to  settle  international  clearings 
between  central  banks  at  the  rate  of 
$35  an  ounce,  but  they  would  no 
longer  make  gold  available  at  this 
price   to   private   speculators.   A    free 


market  in  gold  can  develop  for  this 
purpose. 

Certain  safeguards  were  taken,  such 
as  a  declaration  that  gold  would  not 
be  sold  to  any  central  banks  that 
would  resell  it  at  a  premium  to  the 
free  market.  It  is  questionable  to  what 
extent  this  measure  can  be  enforced, 
but  no  doubt  the  vast  majority  of 
central  banks  will  play  ball. 

An  interesting  situation  should 
develop  in  the  free  market  in  gold. 
While  I  have  seen  no  official  figures, 
I  would  estimate  that  about  $3  billion 
was  lost  through  the  gold  pool  since 
the  devaluation  of  sterling.  This  was 
taken  out  by  speculators,  in  many 
cases  on  margin  accounts.  For  all 
practical  purposes,  their  speculation 
was  riskless.  They  were  buying  gold 
at  about  $35  an  ounce,  and  could  al- 
ways fall  back  on  the  guarantee  of  the 
Federal  Reserve  Bank  for  $35-an- 
ounce  gold.  Now  purchases  will  have 
to  be  made  on  the  free  market,  where 
on  the  first  day  of  free  trading  prices 
ranged  from  between  $38  to  $41  per 
ounce.  The  possibility  of  a  loss  now 
exists,  and  credit  will  no  longer  be 
available  on  a  very  small  margin  to 
support  purchases  of  the  yellow  metal 
at  a  premium  price. 

As  yet  we  do  not  know  whether 
South  Africa  will  sell  its  gold  produc- 
tion in  the  free  market  or  not.  The 
chances  are  that  it  will  do  so.  South 
African  gold  production  amounts  to 
approximately  20  tons  per  week.  This 
figure  about  equaled  the  amount  of 
gold  sold  through  the  gold  pool  at 
around  $35  per  ounce  before  the 
hectic  days  following  November.  Con- 
sequently, with  the  amount  of  gold 
already  in  the  hands  of  speculators 
(much  of  it  presumably  on  margin 
accounts),  and  with  the  possibility  of 
any  buyers  at  a  premium  sustaining 
considerable  losses,  I  would  imagine 
that  the  free  market  price  of  gold 
would  settle  down  somewhere  around 
$38  per  ounce. 

This  measure,  though  a  stopgap, 
should  prove  to  be  successful  if  we 
take  other  steps  to  put  our  house  in 
order.  The  increase  of  the  federal 
rediscount  rate  from  4.5%  to  5%, 
and  a  certain  tightening  of  credit,  is 
the  first  step;  but  in  itself  it  is  InsuflR- 
cient.    The    enactment    of    increased 


82 


FORRES,  APRIL  1,  1968 


taxes,  together  with  a  sizable  reduc- 
tion in  government  expenditures, 
would  restore  confidence  abroad  that 
measures  are  being  taken  to  correct 
our  balance-of-payments  deficit — 
which  is  still  essentially  more  of  a 
liquidity  problem  than  a  fundamental 
disorder.  Not  only  would  this  restore 
confidence,  but  in  a  few  months  it 
will  actually  make  itself  felt  in  our 
balance-of-trade  figures. 

The  Real  Problem 

Regrettably,  all  this,  to  a  very  large 
extent,  hangs  on  what  will  happen  in 
Vietnam.  Any  substantial  escalation 
there  may  well  negate  even  a  sub- 
stantial reduction  in  expenditures  and 
an  increase  in  taxation.  On  the  other 
hand,  if  this  war  should  end,  our 
balance-of-payments  problem  would 
probably  be  corrected  without  any 
need  for  these  measures. 

We  are  getting  to  the  stage  where 
the  importance  attached  to  gold  in 
some  circles  is  not  only  irritating  but 
could  be  very  harmful  indeed  to  the 
future  growth  of  world  trade.  The 
increase  in  world  trade  during  the 
period  following  World  War  II  has 
been  tremendous,  while  in  compari- 
son the  supply  of  bullion  has  only 
increased  to  a  very  small  extent. 
Basing  international  clearings  on  this 
verv  beautiful  but  almost  useless  metal 
is  beginning  to  reach  the  point  of  in- 
sanity. Increasing  the  price  would 
cause  inequities  all  around,  without  in 
any  way  solving  a»y  fundamental 
problems. 

The  answer  quite  clearly  rides  on 
international  clearings  being  based  on 
units  unrelated  to  gold,  either  wholly 
or  partially.  The  Special  Drawing 
Rights  of  the  IMF  could  be  one  of 
the  answers.  In  any  case  it  is  to  be 
hoped  that  the  measures  taken  by  the 
U.S.  will  not  only  restore  confidence 
in  gold  but  will  sufficiently  restore 
the  flow  of  credit  toward  the  shores 
of  North  America  so  that  there  can 
be  no  argument  that  these  new  draw- 
ing rights  should  be  implemented.  In 
that  case  a  constructive  step  will  have 
been  taken  to  enable  a  broader  basis 
of  credit  to  be  used  for  the  future 
expansion  of  world  trade,  a  factor 
that  is  essential  for  the  general  world- 
wide increase  in  the  standard  of  living. 

For  the  time  being,  in  any  case, 
speculation  in  gold  should  be  over, 
and  the  shares  of  gold  mines,  which 
were  bought  by  overexuberant  specu- 
lators, should,  generally  speaking,  ease 
off  from  current  levels.  I  would  sug- 
gest that  any  commitment  in  gold 
shares  for  the  moment  should  be 
based  on  the  supposition  that  the 
price  of  gold  will  remain  at  $35  an 
ounce.  ■ 
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PASSBOOK  RATE 
COMPOUNOED  OAILY 

EXTRA  BONUS  PER  YEAR 
FOB  36-MONTH  ACCOUNTS 

5%  DAILY  INTEREST  PASSBOOK  ACCOUNTS  -  Because 
we  compound  interest  daily,  our  current  annual  rate  of  5% 
actually  pays  you  5.13%  per  annum  when  maintained  a  year. 
Complete  flexibility:  open  your  account  —  add  or  withdraw  —  in  any 
amount.  Funds  begin  earning  the  day  they  are  received.  Funds 
received  by  the  10th  of  any  month  earn  from  the  1st.  And  you 
earn  interest  to  the  exact  date  of  withdrawal,  payable  at  quarter's 
end,  on  all  funds  in  your  account  3  months  or  longer. 

5.25%  BONUS  INTEREST  ACCOUNTS  -  For  long-term  in- 
sured savings  of  $1,000  or  more  (in  multiples  of  $1,000).  During 
first  36  months:  pays  you  full  passbook  interest  every  quarter. 
After  36  months:  you  receive  all  bonus  interest  for  full  3-year 
period  in  one  lump  sum.  Thereafter:  pays  you  both  passbook  and 
bonus  interest  combined  every  quarter.  You  may  withdraw  your 
funds  before  36  months  and  still  receive  full  passbook  interest. 


First  Savings  Building,  San  Francisco 


Home  Office:  401  California  at  Sansome 
San  Francisco 


GREAT 

WESTERN 
SAVINGS 

ASSETS  $80o.ooaooo 


=i-  Home  Office:  Seventh  and  Hill 

Los  Angeles 


31  Offices  •  Serving  600,000  Savers  throughout  the  World 

To  open  an  account,  mail  coupon  to  either  association.  For  double  FSLIC  insurance  — 
$30,000  or  more  —  open  accounts  at  both  associations  by  writing  to  each  separately 
First  Savings  and  Loan  Association  Great  Western  Savings  and  Loan  Association 

Attention;  National  Division,  Oept.  K  Attention:  National  Division,  Dept.  K 

401  California  at  Sansome  4401  Crenshaw  Boulevard 

San  Francisco,  California  94104  Los  Angeles,  California  90043 
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Q  Please  open  Passbook  Savings  Account  for  $_ 

□  Please  open  Bonus  Interest  Account  for  $ 

□  Please  send  additional  information. 


Check  or  money  order  enclosed. 


.(in  multiples  of  $1,000). 


Name- 


Address. 


City. 


.State. 


-Zip. 


L  _  —  ..  _   Members:  Great  Western  Financial  Corporation,  whose  consolidated  assets  exceed  $1.7  billion. I 
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T.  ROWE  PRICE 
GROWTH  STOCK 
FUHD,  INC. 


A  HOLOAD  FUHD 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 


I    T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

■    One  Charles  Center.  Dept.  B  „ 

Baltimore,  Md.  21201  Phone  (301)  539-1992     ■ 


I 
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■  I'l- 


■THE- 


METHOD  IS  NOW  ON 
ELECTRONIC   COMPUTER 

COVERS  ALL  NYSE  AND  ASE  STOCKS-Giving 
you:  Full  Name  of  Stock  •  Reference  Point  (Lost 
Entry  On  Chart)  •  Recordable  Price  Changes 
(Daily  Price  Changes)  •  Buy  or  Sell  Signals 
•  Price  Objectives  •  Stop-Loss  Points  •  Relative 
Strength  Figure 

No«  after  two  full  years  of  programming  for 
the  electronic  computer,  you  will  be  able  to 
receive  each  week  the  all  new  12  page  Chart- 
craft  Weekly  Service  by  Electronic  Computer. 
The  complete  Chartcraft  Method  of  Point  and 
Figure  Trading  has  been  programmed  and  we 
can  now  give  to  our  subscribers  highly  accu- 
rate, complete,  and  timely  3  box  reversal  point 
and  figure  information. 

You  get  clear  unhedged  advice  when  you 
subscribe  to  the  Chartcraft  Weekly  Service. 
We  may  not  be  right  all  the  time,  but  you 
don't  have  any  "ifs.  ands  or  buts"  when  we 
tell  you  the  market  is  going  up  or  down.  You 
can  compare  your  holdings  to  our  weekly  re- 
ports to  see  price  objectives  and  stop-loss 
points — buy  and  sell  signals.  See  what  the 
P&F  charts  say  about  your  stocks. 

Chartcraft  is  one  of  the  largest  Point  and 
Figure  Service  Publishers  in  the  country,  serv- 
ing both  the  trader  and  investor  with  precise 
market  information  for  over  20  years. 

4   WEEK  TRIAL  AND  CHARTCRAFT 
METHOD  BOOK  ONLIT  $10 

When  you  take  a  4-week  $10  trial  to  the 
Chartcraft  Weekly  Service  we  will  also  send 
you  as  a  bonus  by  First  Class  Mail,  the  112- 
page  best  selling  Chartcraft  Method  book.  This 
book  regularly  sells  for  $3.95.  .lust  send  your 
check  today  —  $10  for  a  4-week  Trial  —  to 
CHARTCRAFT.  INC..  Dept.  F-159,  1  West 
Ave.,  Larchmont,  N.Y.  10538,  N.Y.  City  add 
5%  Tax.  NY.  State  2%. 


The  Funds 
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THE  LATEST  ROUND 

While  the  purchase  of  mutual 
funds  has  been  considered  largely  a 
nonspeculative  investment,  it  is  no 
surprise  that  the  funds  themselves 
tend  to  come  into  existence  when  the 
stock  market  is  at  the  peak  of  its 
speculative  fever  (see  chart).  For  the 
past  decade  the  rise  and  fall  of  the 
market  has  been  closely  paralleled  by 
the  rise  and  fall  of  mutual  fund  for- 
mations. When  the  market  is  on  an 
upswing  or  courting  its  high,  the 
Securities  &  Exchange  Commission  is 
deluged  with  scores  of  mutual  fund 
applications  for  registration.  During 
1966  and  1967  more  than  200  appli- 
cations were  received. 

So  while  the  funds  are  not  touted 
as  speculations,  sponsors  do  capitalize 
on  the  speculative  fever  at  hand.  "It's 
the  same  idea  as  the  bull  market," 
says  T.  Rowe  Price,  president  of  the 
long-established  T.  Rowe  Price  Fund. 
"More  people  want  to  climb  aboard 
and  follow  the  crowd.  It's  mob  psy- 
chology, it's  just  as  simple  as  that. 
You  can  raise  the  money  to  start  the 
funds  more  easily  when  stocks  are  go- 
ing up.  When  there's  lots  of  cash  flow- 
ing into  the  market  everybody's  opti- 
mistic and  looking  for  a  quick  buck." 

From  the  looks  of  the  current  SEC 
list  of  registration  applications,  the 
financial  community  is  still  exploding 
with  optimists.  In  January  and  Feb- 
ruary of  this  year  no  fewer  than  34 
investment  companies  were  seeking 
registration — and   that   "quick   buck." 

The  "In"  Stocks.  But  with  so  many 
funds  already  available  for  the  investor 
to  choose  from,  the  newer  funds  have 
developed  various  unique  "images"  to 
catch  the  investor's  eye.  For  instance, 


The  Conglomerate  Fund  of  America, 
which  applied  for  registration  last 
month,  expects  to  invest  up  to  75%  ol 
its  capital  in  conglomerates.  Why  the 
conglomerates?  "The  concept  of  a 
mutual  fund  is  to  provide  for  oppor- 
tunity in  growth  through  diversifica- 
tion," says  Ira  Belfer,  president  of  the 
fufid.  "Essentially  a  conglomerate  is 
already  doing  that  itself.  By  investing 
in  several  conglomerates,  you  increase 
•  the  opportunity  for  growth  through 
diversification."  Belfer  may  be  right, 
but  it  is  also  true  that  conglomerates 
are  currently  among  the  more  fash- 
ionable of  investments.  And  a  fund 
with  75%  of  its  portfolio  invested  in 
the  "in"  stocks  certainly  stands  a 
better-than-average  chance  of  being 
favored  by  the  salesman. 

Oceanography,  another  current  in- 
vestment fad,  has  also  given  rise  to 
new  funds.  The  Oceanographic  Fund, 
which  made  its  first  public  offering 
last  month,  invests  in  companies  that 
derive  a  substantial  portion  of  their 
revenues  from  activities  relating  to  the 
development  and  use  of  the  ocean  and 
its  resources.  "We'll  stay  away  from 
the  Westinghouses  and  the  GEs  that 
have  only  a  tiny  portion  of  their  rev- 
enues in  oceanography  and  also  the 
companies  that  are  doing  only  experi- 
mental work,"  says  F.  Ward  Paine,  the 
fund's  president.  What  will  the  fund 
buy?  "Small  companies. ""  Paine  says. 
"And  they  could  be  in  food,  oil  drilling 
— almost  anything.  Oceanography  is  a 
very  broad  field." 

"Hot"  mutual  funds  themselves  are 
even  somewhat  of  an  investment  fad, 
which  hasn't  gone  unnoticed  by 
Milton  Mound,  president  of  the  First 
Multifund  of  America.  "We'll  invest 
only  in  shares  of  other  mutual  funds. 
This  will  give  the  investor  an  unbe- 
lievable amount  of  diversification." 
Mound  plans  to  earn  his  management . 
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fee  by  choosing  the  best  from  among 
other  managers — whose  fee  the  in- 
vestor will  also  have  to  pay. 

At  the  other  end  of  the  spectrum 
there  are  the  funds  like  Fletcher 
Capital  and  Contrafund  that  concen- 
trate on  building  up  their  portfolios 
with  companies  currently  out  of 
fashion.  "We  will  concentrate  in  secu- 
rities with  low  price/ earnings  multi- 
ples," says  President  Douglas  Fletcher. 
One  example:  U.S.  Industries.  Contra- 
fund has  bought  stock  in  such  obscure 
companies  as  Zurn  Industries  and  the 
Cornelius  Co. 

Even  mutual  fund  management  or- 
ganization is  being  used  as  a  sales 
point.  The  Competitive  Capital  Fund 
divides  its  portfolio  among  five  differ- 
ent managers  who  compete  with  each 
other  for  performance  and  charge  fees 
accordingly.  "The  investor  has  the  ad- 
vantage of  five  different  portfolio 
managers  instead  of  one."  says  As- 
sistant Treasurer  Shirley  Miller.  "Its 
like  getting  five  funds  in  one." 

Finally,  small  funds  themselves  are 
a  fad  among  the  salesmen.  The  idea 
is  that  only  a  small  fund  can  have  the 
flexibility  to  make  good  gains.  "The 
advantage  of  a  small  fund  is  that  you 
can  convert  to  100%  cash  if  you 
want."  says  Doug  Fletcher. 

While  many  of  the  new  funds  may 
look  both  interesting  and  unique,  such 
experienced  fund  executives  as  T. 
Rowe  Price  warn  that  "the  new  funds 
with  the  gimmicks  are  just  trying  to 
be  different.  Again  it's  mob  psycholo- 
gy. There's  too  much  emphasis  on 
performance  for  performance's  sake. 
Something  should  have  happened  a 
long  time  ago.  but  I  think  it's  happen- 
ing now.  People  are  getting  burned." 
Whether  people  really  get  burned,  of 
course,  remains  to  be  seen.  But  there 
have  been  fads  before,  of  funds  spe- 
cializing in  life  insurance  stocks  or 
oils  or  electronics.  In  the  end,  most 
of  them  did  poorly  both  in  perform- 
ance and  sales.  The  problem  is  an  old 
one.  What  is  this  year's  glamour  in- 
dustry is  often  next  year's  dog. 

NOT  FAST  ENOUGH 

It  used  to  be  when  a  man  showed 
talent,  he  moved  up  fast  within  a 
company.  But  nowadays  the  company 
has  to  move  fast  or  its  talented  men 
will  move  out. 

Nowhere  has  this  become  more  true 
than  in  money  management,  where 
talent  is  scarce  and  corporate  ambition 
plentiful.  When  William  I.  LaTourette 
left  Shearson,  Hammill  after  20  years 
to  head  Moody's  new  mutual  fund 
operation  in  1966,  he  had  big  expecta- 
tions. Here  was  a  sleepy  old  company 
that  wanted  new  blood  to  build  a  stable 
of  mutual  funds  ranging  from  go-go 
to  blue  chip.  It  would  all  be  supported 


The  Dines  Letter  Discusses  The  Coming 


Have  you  noticed  what's 
happening  to  golds? 

•  Dome  Mines,  Homestake,  and  American-South  African  have  been  making  new  all-time 
highs  every  week! 

•  In  Canada.  AUNOR  GOLD  MINES  broke  its  Downtrend. 

•  In  Johannesburg,  most  golds  are  challenging  their  highs — and  several  have  already  burst 
into  new  ALL-TIME  high  ground. 

•  The  Gold  group's  Momentum  Index  is  in  a  runaway  upswing. 

•  The  London  gold  price  is  rising  again — Why?  What  is  now  being  decided  by  the  so-called 
"Gnomes  ol  Zurich"? 

What   Does  This  Gold  Strength   Mean? 

Do  the  preceding  facts  bring  to  mind  the  adage  that  "golds  do  well  when  everything  else 
drops,"  and  that  market  trouble  lies  ahead?  OR — is  this  just  a  flash-in-the-pan?  Does  this 
reflect  buying  by  those  who  have  advance  information?  Why  the  Uptrends?  Read  THE 
DINES  LETTER  and  find  out  WHAT,  and  WHY  we  recommend! 

There  has  been  a  lot  of  talk  by  "experts"  concerning  the  Gold  situation  and  the  possibilities 
of  a  monetary  crisis.  Hardly  a  day  passes  when  the  financial  press  does  not  mention  the  gold 
drain  from  our  stockpile  .  .  .  our  balance  of  payments  deficit  .  .  .  possible  limits  on  U.S.  travel 
abroad  ,  .  .  oui  possible  Gold  embargo  ...  or  some  related  topic. 

Are  YOUR   savings   in  danger? 

Regardless  of  the  seemingly  suspicious,  hedging  statements  by  those  who  should  know 
better,  THE  DINES  LETTER  feels  one  simple  fact  cannot  be  overlooked—  we  now  have  12 
billion  dollars  in  gold  while  32  billion  dollars  is  held  against  it  outside  the  United  States — is 
the  U.S.  bankrupt? 

•  What  would  a  rise  in  the  price  of  gold  mean? 

•  How  will  a  monetary  crisis  affect  YOUR  investments  and  savings? 

•  What  can  you  do  to  prepare  yourself  for  such  an  eventuality? 

•  What  would  a  gold   embargo  achieve — if  anything? 

•  Can  we  depend  on  the  "loyalty"  of  other  nations  and  "prestige"  of  the  dollar  to  curb 
the  drain  on  our  gold   supply? 

•  Should  you  be  buying  Gold  Shares  now?  Which  ONE  is  best? 

•  How  much  of  your  portfolio  should   be   invested   in  rolds? 

•  Find  out  if  you  can  hedge  yourself  against  the  trouble  stemming  from  Washington  and 
London. 

•  Is  LBJ  correct  in  erecting  a  "Gold  Curtain"? 

•  Is  de  Gaulle  really  the  culprit? 

•  Will  the  pound  be  devalued  again?  What  about  the  dollar? 

Get  the  real  story  about  what  the  gold  and  monetary  crisis  is  all  about.  It  is  important  to 
each  and  every  investor — no  one  is  exempt. 

You'll  Also  Receive  All  This  For  Only  $9 

•  DINES'  closely-reasoned  analysis  of  the  current  market,  with  a  survey  of  the  present 
momentum  ol  80  industry  groups. 

•  DINES"  SUPERVISED  LISTS,  which  ore  geared  to  all  types  of  investors,  offer  good  grade, 
speculative,  high  income,  fast  growth  and  short  sales — supervised  every  sixth  week. 
There  is  also  an  aggressive  trading  list,  supervised  each  week. 

•  A  booklet,  "FACTS  ON  POINT  &  FIGURE,"  which  teaches  you  how  charts  work. 

•  Several  recent  issues  to  bring  you  up-to-date  on  the  current  market  and  monetary  situa- 
tion as  we  see  it. 

•  An  analyzed  P  i  F  chart  of  the  DJI  going  back  to  1961,  PLUS  a  run-down  of  current  indi- 
cators for  an  overall  opinion  of  the  rnarket. 

THE  DINES  LETTER  blends  leading  TECHNICAL.  BUSINESS  and  PSYCHOLOGICAL  indica- 
tors. See  for  yourself  how  THE  DINES  LETTER  ties  together,  and  how  effective  are 
our  methods.  We  doubt  most  investors  have  the  time  or  the  technical  training  to  scrutinize 
the  stock  market  thoroughly  and  in  such  great  detail.  Let  THE  DINES  LETTER  do  it  for  you— 
it's  our  full  time  job! 


BONUS!  A  special  32-page  report,  "South  African  Golds — A  Prudent  Investment?" 
discussing  South  Africa  and  gold  stocks  based  on  Mr.  Dines'  heralded  fact-finding 
mission  to  South  Africa.  Find  out  if  South  African  shares  are  safe  from  turmoil!  Find 
out  if  DINES  feels  golds  ore  the  answer!  Find  out  how  gold  shares  work  and  where 
DINES  has  found  the  best  gold  mines  in  the  world  to  be!  Learn  the  3  ways  to  invest 
in  South  African  gold  securities — based  on  eyeball  examination  of  that  country  at  our 
own  expense. 
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Fill  in  Coupon  Now! 
Wall  Street,  New  York,  N.  Y.  10005 


Yes!  Send  above  material  and  enter  my  subscription.  Enclosed  is: 


□  $47  for  six  months 
C24  issues) 


□  $75  for  one  year 
(48  issues) 

5-362 


□  $9  for  six  issues 
(new   trials  only) 

Mr. 

Mrs.  (Please  print) 

Miss 

Address 

Zip  or 

City State Zone 

Not  assignable  without  your  consent.  Our  past  perforttiance  is  no  guarantee  lor  the  future. 
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CMAirr  aKSOK 

(300    charts    in    oil) 


How  will  the  new 

Margin  Rules 

influence 

Convertible 
Securities? 

In  an  uncertain 
market  turn  to  the 


"Convertible  Bond  Chart  Book" 

Because  of  new  margin  rules,  Kalb,  Voorhis 
"Convertible  Bond  Chart  Book"  becomes  "must" 
reading  .  .  .  pinpointing  opportunities  in  this 
volatile  market.  Months  in  preparation,  the  April 
1958  Chart  Book  is  just  off  the  press.  This 
sturdily  bound  104-page  book  covers  virtually 
every  convertible  listed  (and  most  leading  over- 
the-counter  issues)— more  than  300  in  all!  Each 
chart  includes  price  action  of  the  bond  and 
common  stock,  conversion  terms,  call  data, 
amount  of  Issue,  interest  rate  and  date,  com- 
pany business,  plus  "The  Con;erslon  Value 
Finder"  which  shows,  at  a  glance,  the  relation- 
ship of  the  bond  price  to  its  conversion  value. 
SPECIAL  BONUS:  To  introduce  this  unusual  book, 
Kalb,  Voorhis  will  include  for  the  same  $10 
charge,  a  4  week  trial  subscription  to  the  Kalb, 
Voorhis  FACT  FINDER  which  computer  processes 
significant  data  on  over  800  convertibles  (in- 
cluding Bonds,  Preferreds  and  Warrants). 
The  FACT  FINDER  is  a  complete  "data  inven- 
tory" on  Convertibles  .  .  .  and  much  more. 
New  developments  affecting  existing  issues  and 
reports  of  new  issues  are  an  integral  part  of 
each  edition.  With  this  outstanding  investment 
tool,  we  believe  you  will  be  in  a  stronger  posi- 
tion to  enhance  your  investment  interest  in 
the  critical  months  ahead. 

Please  send  me  the  Bond  Chart  Book 
(Price  $10.00)  .  .  .  Plus  Bonus  Offer 


Name  . 


Address. 


.Zip. 


Kalb,   Voorhis  &  Co.    Dept.  f.s 

27    William    St..    N.Y.C.,    N.Y.    10005 
Member:  N.Y.  Stock  Exchange  Am.  Stock  Exchange 


Investments  Geared  to  America's  Future 


JOHNSTON 

MUTUAL  FUMD 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Managed  by 
Douglas  T.  Johnston  &  Co.,  Inc. 

Investment  Counsel 
Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund  Inc. 

230  Park  Ave.,  N.Y.C.  10017    Oept.  C 

Phone:(212)679-2700 

NAME 


ADDRESS . 


INVEST    IN    STAMPS? 

If  you're  a  collector,  or  investor  in  U.S. 
Philatelic  Merchandise,  it  will  pay  you 
to  contact  us. 

STAMP   CORNER 

104  W.   South   Oranqe  Ave., 

South  Oranqe,   N.J. 

201   763-2667 


by  massive  advertising,  aggressive 
selling,  the  vast  research  facilities  of 
Moody's  Investor  Service  and  the 
prestige  and  muscle  of  Dun  &  Brad- 
street,  Moody's  parent  and  the  nation's 
largest  financial-information  house. 
Now,  less  than  18  months  later,  La- 
Tourette  is  at  the  mid-Manhattan  of- 
fices of  Douglas  T.  Johnston  &  Co., 
where  he  is  president  of  the  $100- 
million  no-load  Johnston  Mutual 
Fund.  Moody's  stable  houses  but  two 
funds,  and  the  man  LaTourette  hired 
to  help  manage  them  talks  of  consoli- 
dation before  further  expansion. 

What  Happened?  What  happened  to 
the  big  plans  LaTourette  envisioned? 
Several  things.  One  was  the  Securities 
&  Exchange  Commission  study  of 
mutual  funds  that  was  announced  in 
the  fall  of  1966,  just  as  Moody's  was 
about  to  launch  its  income-and-growth- 
oriented  Moody's  Fund.  Moody's  de- 
layed launching  the  fund  until  last 
June,  and  by  that  time  the  newer  per- 
formance funds  were  dominating  the 
market.  Moody's  Capital  Fund,  which 
was  the  old  lackluster  Lazard  Fund, 
also  fell  victim  to  circumstances;  after 
Moody's  purchased  it  last  spring,  the 
management  change  caused  a  spurt 
of  redemptions.  Although  the  new 
Moody's  Fund  grew  a  little — to  $8.3 
million — Moody's  Capital  Fund  re- 
mained static  at  $80.8  million,  and 
Moody's  board  wanted  to  postpone 
taking  on  more  funds.  But  perhaps  the 
most  important  reason  for  LaTou- 
rette's  departure  was  that  just  as  he 
pushed  for  new  acquisitions  D&B  be- 
gan to  worry  about  possible  antitrust 
actions.  And  so,  two  months  ago,  La- 
Tourette met  with  John  C.  Weiner  Jr., 
president  of  Moody's,  and  Ronald  E. 
Dinsmore,  the  fund  manager  LaTou- 
rette had  hired,  and  told  them  that  in 
a  week  he  would  join  Johnston,  which 
had  been  acquired  by  Boston  Co.  at 
the  same  time  Moody's  bought  the 
Lazard  Fund. 

"I've  known  the  Boston  Co.  for  a 
long  time,"  says  LaTourette.  "It  is  an 
eager,  hungry  and  aggressive  com- 
pany with  a  bigger  ad  budget,  more 
personnel  and  more  forward  move- 
ment. And  this  is  what  I'm  after. 
Frankly,  running  an  $80-million  or 
SlOO-million  fund  on  a  day-to-day 
basis  is  a  little  dull." 

But  Weiner  and  Dinsmore  insist 
that  they've  just  begun  to  grow.  "For 
all  practical  purposes,"  says  Din.smore, 
who  assumed  LaTourette's  duties  and 
is  now  executive  vice  president,  "we've 
been  in  business  just  eight  months.  Our 
intention  is  to  have  a  whole  stable  of 
funds  that  will  provide  investing  pro- 
grams from  the  cradle  to  the  grave. 
We  are  not  going  to  be  just  for  the 
stodgy  investor.  Bill  | LaTourette]  and 
I  are  old  friends,  which  is  why  I  came 


Dividend 

on 

common 

shares 

The  Board  of  Directors 
of  Columbus  and  South- 
ern Ohio  Electric  Com- 
pany, on  March  5.  1968, 
declared  a  dividend  of 
forty  cents  (40ii)  per 
share  on  the  outstand- 
ing Common  Shares  of 
the  Corporation,  pay- 
able on  April  10.  1968 
to  shareholders  of  rec- 
ord at  the  close  of  busi- 
ness on  March  25.  1968. 

G.  C.  SHAFER, 
Secretary 

COLUMBUS  AND  SOUTHERN 
OHIO  ELECTRIC  COMPANY 


CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


1 

Name                                                               ' 

1 

Address 

City 

State                                         Zip 

Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 

I" 
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CONSOLIDATED 

^NATURAL  GAS 

V  COMPANY 


30  Rockereller  Plaza 
New  York.  N.  Y.  10020 


Dividend  No.  81 

The  board  of  directors  has 
this  day  declared  a  regular  quar- 
terly dividend  of  Forty-Two  and 
One-Half  Cents  (42>/2<')  a  share 
on  the  capital  stock  of  the  Com- 
pany, payable  May  IS,  1968,  to 
stockholders  of  record  at  the 
close  of  business  April  15,  1968. 

JOHN  DAVIDSON,  Secretary 

March  20,  1968 
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AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schuiz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  York  Stock  Exchange 
120  Broadway,  N.  Y.  10005 


8.  VALUE 

S 


Your  Fair  Share  Gift 

Works  Many  Wonders 

THE  UNITED  WAY 

27  million  families  benefit  by  child  care, 
family  service,  youth  guidance,  health  programs, 

disaster  relief  and  services  for  the 
Armed  Forces  from  31,000  United  Way  agencies. 


here.  Bill  saw  a  chance  to  be  more 
active  and  took  it."  Which  goes  to 
show  that  a  fund  sponsor  these  days, 
like  other  companies,  must  not  just 
talk  about  doing  great  things;  to  keep 
its  talent,  it  must  do  them. 

UTILITY    MAN 

Dreyfus  Fund  President  Howard 
Stein  last  month  took  his  first  step  into 
politics.  Not  registered  as  either  a  Re- 
publican or  a  Democrat,  Stein  an- 
nounced that  he  would  work  for 
Senator  Eugene  J.  McCarthy  as  a 
fund-raiser,  at  least  through  the  Wis- 
consin primary  on  Apr.  2.  Whom  did 
money-manager  Stein  leave  to  manage 
the  big  $2-billion  Dreyfus  Fund?  A 
political  expert,  former  New  York 
Deputy  Mayor  Robert  Price,  now 
Dreyfus'  executive  vice  president. 

Price  had  met  Howard  Stein  so- 
cially while  still  working  for  New 
York  City.  When  Price  began  to  look 
ahead.  Stein  offered  him  a  salary  and 
bonus  of  $70,000  a  year  and  options 
on  10,000  Dreyfus  shares  to  become 
a  Dreyfus  executive.  In  the  year  since 
taking  that  job,  Price  has  moved  from 
administration,  where  he  drew  up 
Dreyfus'  first  strict  cost  budgeting,  to 
sales,  where  he  has  helped  initiate  the 
fund  industry's  biggest  ad  program, 
to  research.  "Someday,"  he  says,  "ev- 
ery American  family  will  own  mutual 
funds.  There  is  also  a  tremendous 
market  abroad."  In  his  sales  and  in- 
vestment work  he  also  travels  here 
and  abroad  trying  to  get  big  institu- 
tions to  buy  Dreyfus.  When  Mc- 
George  Bundy  last  year  lashed  out 
against  the  universities'  conservative 
investment  policies,  Price  sent  a  sim- 
ilar letter  to  50  university  officials. 
"I  heard  from  most  of  them,  and 
we're* in  continual  communication," 
Price  says.  "This  is  a  five-year 
thing.  I'm  not  trying  to  sell  them  a 
lot,  and  I'm  not  trying  to  do  it  right 
away." 

Now,  of  course.  Price  will  be  doing 
the  whole  thing  for  a  while,  including 
picking  investments.  Price  is  essentially 
a  fundamentalist  who  uses  charts  and 
other  technical  tools  on  the  side. 
"Charts  are  like  political  polls  or  the 
stars  in  the  sky,"  he  says.  "They  don't 
tell  you  where  you  will  end  up,  but 
they  help  you  set  a  course." 

Whether  Price  will  be  forever  con- 
tent with  even  so  varied  a  job  remains 
to  be  seen.  He  is  happy  at  Dreyfus, 
but  friends  tell  him  that  he  would  be 
even  happier  running  his  own  industri- 
al company.  Mutual  funds,  their  rea- 
soning goes,  are  a  service  business; 
like  law,  there  is  no  genuine  initiative 
required.  If  Price  ever  adopts  that 
view,  one  thing  is  certain.  He  won't 
shrink  from  making  a  change.  ■ 


WHAT  MAKES 
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INVESTMENT  ADVISORY  SERVICE 


All  investment  advisory  services  are  not 
alike.  Bulletin-type  services  are  designed 
for  mass  consumption  and  cannot  be 
written  specifically  for  you.  On  tfie  other 
hand  specialized  and  technical  services 
are  not  broad  enough  to  build  a  well- 
balanced  portfolio  which  we  believe  is 
necessary  if  safety  as  well  as  growth  is 
to  be  considered. 

BABSON'S    INVESTMENT    ADVISORY 
SERVICE    IS    DIFFERENT 

•  Babson's  analyzes  your  portfolio  and 
gives  you  an  investment  plan  tailored 
especially  for  you.  Your  registered  securi- 
ties will  be  under  the  constant  surveil- 
lance of  Babson's  Research  Department 
and  you  will  be  immediately  notified  when 
our    opinion    changes    on    any    of    them. 

•  You  will  be  assigned  a  professional  in- 
vestment advisor  with  whom  you  may  con- 
sult at  any  time  by  mail,  wire,  phone,  or 
in  person.  •  As  a  Babson  client  you  will 
also  receive  the  famous  Investment  and 
Barometer  Letter  to  help  keep  you  alert 
to  economic  developments  and  stock- 
market  trends.  This  informative  letter 
throughout  the  year  will  bring  you  re- 
search reports  on  hundreds  of  stocks 
and  bonds  in  vital  industries.  •  The 
Babson  Investment  Advisory  Service  is 
directed  toward  growth  of  your  investment 
portfolio  both  in  terms  of  income  and 
appreciation. 

A  flat  fee  of  $180.00  a  year  covers  the 
complete  service,  regardless  of  the  dollar 
value  of  your  portfolio. 

BABSON'S  IS  DIFFERENT  IN  MANY  WAYS 

—  perhaps  the  greatest  of  these  is  Bab- 
son's 65  years'  experience  in  the  invest- 
ment advisory  field. 

We  would  be  delighted  to  send  you  a 
FREE    BROCHURE    describing    in    detail 
how   Babson's   Investment  Advisory  Ser- 
vice may  be  of  great  benefit  to  you. 
Simply  mail  the  coupon  below. 


Babson's   Reports   Inc., 

Wellasley  Hills,  Mass.  02181,  0«pt.  F-252 

Send  free  brochure  on  Babson's 
$180  Investment  Advisory  Service. 


Name. 


Street  &  No. 


City. 


.State. 


-Zip. 


1904 


1968 


BABSOIN'S  REPORTS  Inc. 

WELLESLEY  HILLS,   MASS.  02181 


ileaders  Say 


(Continued  from  page  16) 

being  able  to  obtain  indirect  public  sub- 
sidy is  in  my  opinion  all  wet  (Forbes, 
Mar.  1,  p.  20).  The  breakdown  of  strict 
separation  between  church  and  state  has 
been  the  downfall  of  every  country  prior 
to  ours.  If  the  public  school  system  should 
require  more  funds  because  of  a  new 
influx  of  students,  there  is  still  a  vast 
new  source  of  revenue;  we  should  re- 
quest that  the  churches  pay  their  share 
of  taxes. 

— RoDERic  L.  Baltz 

Lexington,  Mass. 

The  Way  They  See  It 

Sir:  Although  Senator  Pau'  Douglas 
(Forbes,  Mar.  I),  states  that  the  war  is 
being  financed  by  inflation  (which  is 
correct),  he  does  not  seem  to  recognize 
that  capital  gains  in  many  cases  are  pri- 
marily the  result  of  inflation.  A  recent 
survey  states  that  the  value  of  the  dollar, 
compared  to  1939,  is  now  41  cents. 
Therefore,  a  property  held  over  this  pe- 
riod would  have  to  more  than  double  in 
dollar  value  just  to  stay  even.  In  such  a 
case,  a  tax  on  the  gain  becomes  purely 
an  expropriation  of  capital. 

— William  K.  Munn 
Oakland,  Calif. 

Sir:  Senator  Douglas  indicated  that  be 
favored  the  removal  of  all  depletion  al- 


lowances. It  appears  that  at  one  fell 
swoop,  he  would  seriously  cripple  the 
petroleum,  natural  gas,  and  mining  in- 
dustries. Someone  should  tell  the  dis- 
tinguished ex-senator  that  these  indusr. 
tries  constitute  a  very  important  segment 
of  our  economic  structure. 

— William  P.  Anderson 
Danville,  111. 

Sir:  Your  interview  with  former  Sen- 
ator Douglas  burns  me  up.  He  thinks  it 
ridiculous  that  an  $800-billion  GNP  can- 
not afford  a  $30-billion  Vietnam  war. 
There  is  a  substantial,  intelligent  per- 
centage of  our  body  politic  which  believes 
that  we  have  more  valid  places  to  spend 
all  of  it  than  in  Vietnam.  Does  he  think 
this  war  is  checking  the  spread  of  com- 
munism? The  facts  refute  it  and  we  are 
making  a  shambles  of  and  a  slaughter 
house  in  Vietnam. 

— Gail  R.  Fisher 
Champaign,  III. 

Getting  &  Spending 

Sir:  Read  with  interest  your  editorial 
"As  For  France"  (Forbes,  Feb.  1,  p.  11). 
Over  the  past  seven  years,  the  average 
outlay  [by  Air  France]  in  the  U.S.  has 
been  running  about  $1.90  for  every  $1 
taken  in  from  ticket  sales  in  the  U.S.  In 
other  words.  Air  France  has  been  spend- 
ing far  more  in  the  U.S.  than  it  has  taken 
in. 

— Clyde  D.  Carder 
Press  Relations  Manager, 
Air  France 
New  York,  N.Y. 


Double- Edged  Sword 

Sir:  At  a  time  when  so  many  mem- 
bers of  the  business  community  advocate 
policies  which  encourage  conflict  be- 
tween nations,  it  is  heartening  to  read 
of  a  successful  industrialist,  Cyrus  Eaton, 
who  is  actively  seeking  to  turn  swords 
into  plows  (Forbes,  Mar.  1). 

— Bruce  Feld 
Tarrytown,  N.Y. 

Sir:  The  recollections  of  Cyrus  Eaton 
about  how  Tom  Girdler  came  to  Republic 
Steel  are  quite  different  from  Mr.  Gird- 
ler's  recollections  of  the  same  event. 

— A.F.  Connors 
Public  Relations, 
Republic  Steel  Corp. 
Cleveland,  Ohio 

The  Barbaric   Metal 

Sir:  I  am  tired  of  being  reminded  that 
what  makes  this  country  rich  is  not  its 
store  of  gold,  but  its  knowhow,  produc- 
tivity, etc.  (Forbes,  Mar.  1).  What  some 
people — including  myself — are  concerned 
about  is  that  no  country,  no  matter  how 
rich,  capable  or  talented,  can  forever  go 
on  paying  out  more  than  it  takes  in. 

— R.E.  Bate 
Englewood,  N.J. 

Sir:  Gold  is  still  a  policeman  (as  to 
fiscal  and  money  policies  of  governments ) 
and  a  thermometer  with  regard  to  mon- 
etary sickness. 

— Howard  J.  Riordan 
Washington,  D.C. 


Know  a  Stock's  Record  Before  You 

BUY-HOLD-SELL 

Get  the  facts  in  FINANCIAL  WORLD'S 
Single  compact  volume  giving  the  complete 
12-year  Record  of  ALL  'Big  Board'  Common  Stocks 

Nowhere  else  can  you  find  as  quickly  and  easily,  or  at  lower  cost,  each  stock's 
per  share  Performance  Record  over  the  past  12  key  years — essential  facts 
and  figures  you  as  an  investor  need  in  order  to  judge  the  investment  value  of 
stocks  you  own  or  consider  buying. 


1956-1967 
Each  Year's 
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Price  Range         Stock  Splits 
Dividends  Earnings 

*1967  earnings  as   available  op  to  press   date 


You  can't  determine  a  stock's  current  value  unless  you  have  its  earnings  and  dividend 
records  of  previous  years;  and  you  can't  compare  current  prices  with  former  prices 
unless  you  have  a  record  of  the  hundreds  of  stock  splits  over  the  last  twelve  years. 

BUY  IT  FOR  ONLY  $2.20  ...  or  get  it  as  a  bonus 
with  this  unusual  $5  COMBINATION  OFFER  .  .  . 

You  will  receive  the  Record  Book  plus  a  12-week  Trial  Subscription  to  FINANCIAL 
WORLD'S  Comprehensive  Investment  Service — developed  and  refined  through  FW's 
more  than  65  years  of  successful  experience. 

3  MONTHLY  updated  supplements  of  "INDE- 
PENUKNT  AIM'R.-MSALS"  of  up  to  1900 
listed  stocks,  detailed  digests  of  prices,  earnings, 
dividends — plus  our  own  RATINGS  of  invest- 
ment value.  (Similar  guides  would  cost  up  to 
$24  a  year.) 


And  Your  $5  Brings  ITou  .  .  . 

12  Issues  of  FINANCIAL  WORLD,  America's  pio- 
neer investment  weekly.  K(H-iised  on  giving  you 
sound  stock  values,  providing  ccmtinuous  di- 
rection on  hundreds  of  issues.  Detailed  reports 
on  selected  securities  .  .  .  Company  an<l  indus- 
try surveys  .  .  .  Market  outlook  .  .  .  Developing 
trends  .  .  .  Supervised  groups  of  issues  for 
every  investment  goal  .  .  .  Mutual  Fund  Depart- 
ment .  .  Everytliing  to  help  you  profit  in  any 
kind  of  market.  (.Cost  for  tin-  magasinc  only  at 
nncsstands  $6.) 


ADVICE-BY-MAIL  as  often  as  once  a  week  for  12 
weeks — our  best  opinion  on  whether  to  buy,  sell, 
hold  any  stock  you  inquire  about  that  interests 
you  at  the  particular  time.  (Not  available  alone 
at  any  price.) 
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VALUABLE  ADDED  FEATURE 

The  Stock  Record  Book  also  contains  the  12- 
year  (1956-1967)  record  of  the  Leading  Mutual 
Funds  .  .  .  showing  each  year's: 

CAPITAL    GAINS    •    INVESTMENT    INCOME 
NET  ASSET  VALUE  •  SALES  CHARGES 

Here  are  the  facts  you  need  to  help  you  invest  more 
knowledgeobly,   more   intelligently,    more   profitably! 

TAKE  YOUR  CHOICE  BUT  ACT  NOW! 

Order  the  Record  Book  or  get  it  as  a  Bonus. 
Edition  Limited. 

I ORDER  ON  30-DAY  MONEY-BACK  GUARANTEE 

FINANCIAL  WORLD— Dept.  FB-41 
IT  Battery  Place,  New  York,  N.  Y.  10004 

For   payment   enclosed   please   enter   my   order   for: 

copies  of  your  new   1956-1967  Stock   Record   Book 

at    S2.20   each. 

12  Weeks'  Trial  Subscription  to  FINANCIAL 
WORLD'S  complete  investment  service  including 
Slock  Record  Book — all  lor  $S. 
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BOSTON  EDISON 
COMPANY 

Common  Dividend  No.  316 

A  quarterly  dividend  of  S2c  per 
share  on  the  Common  Stock  of 
the  Company  has  been  declared 
payable  on  the  first  day  of  May 
1968  to  stockholders  of  record  at 
the  close  of  business  on  April  10, 
1968. 

Preferred  Dividend 

A  quarterly  dividend  of  SI. 06  per 
share  has  been  declared  payable 
on  the  first  day  of  May  1968  to 
stockholders  of  record  at  the 
close  of  business  on  April  10, 
1968  of  the  Company's  Cumu- 
lative Preferred  Stock,  4.25% 
Series. 

Preferred  Dividend 
A  quarterly  dividend  of  $1.20  per 
share  has  been  declared  payable 
on  the  first  day  of  May  1968  to 
stockholders  of  record  at  the 
close  of  business  on  April  10, 
1968  of  the  Company's  Cumu- 
lative Preferred  Stock,  4.78% 
Scries. 

Checks  will  be  mailed  from 
Old  Colony  Trust  Company, 
Boston. 

JOSEPH  P.   TYRRELL 
Vice  President  and  Treasurer 

Boston,  March  18,  1968 


BROAD  STREET 

INVESTING 

CORPORATION 


A  BROAD  STREET 
GROUP  FUND 


# 


153rd  consecutive 
Quarterly  Dividend  from 
Net  Investment  Income 
11  Cents  a  Share 
Payable  March  29,  1968 
Record  Date  March  11, 1968 

65  BROADWAY,  NEW  YORK.  NY.  10006 


COLUMBIA  PICTURES 
CORPORATION 

The  Board  of  Directors  at 
a  meeting  held  today  de- 
clared a  cash  dividend  of  15 
cents  per  share  on  its  out- 
standing Common  Stock, 
payable  April  19,  1968, 
to  stockholders  of  record 
March  28,  1968. 

S.  H.  MALAMED 
Vice  Pres.  &  Treas. 
\e-U)  York,  March  12,  196S 
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THOUGHTS . . .  BUSINESS  OF  LIFE 


He  does  not  believe  that  does  not 
live  according  to  his  belief. 

— Thomas  Fuller. 


Man  is  what  he  believes. 

— Anton  Chekhov. 


In  belief  lies  the  secret  of  all  val- 
uable exertion. 

— Edward  Bulwer-Lytton. 


Great  things  are  accomplished  by 
those  who  do  not  feel  the  impotence 
of  man.  — Paul  Valery. 


To  be  at  peace  with  self,  to  find 
company  and  nourishment  in  self — 
this  would  be  the  test  of  the  free  and 
productive  psyche.  — Marya  Mannes. 


The  man  who  trusts  men  will  make 
fewer  mistakes  than  he  who  distrusts 
them.  — Camillo  Cavour. 


Everything  seems  possible  when  we 
are  absolutely  helpless  or  absolutely 
powerful — and  both  states  stimulate 
our  credulity.  — Eric  Hoffer. 


Self-trust  is  the  essence  of  heroism. 
— Ralph  Waldo  Emerson. 


Some  seek  bread;  and  some  seek 
wealth  and  ease;  and  some  seek  fame, 
but  all  are  seeking  rest. 

— Frederick  Langbridge. 


Every   man  who  refuses  to   accept 
the  conditions  of  life  sells  his  soul. 

— Charles  Baudelaire. 


Happiness  is  not  having  what  you 
want,  but  wanting  what  you  have. 

— Hyman  Judah  Schachtel. 


Grief  knits  two  hearts  in  closer 
bonds  than  happiness  ever  can;  com- 
mon sufferings  are  far  stronger  links 
than  common  joys. 

— Alphonse  de  Lamartine. 


He  that  thinks  himself  the  happiest 
man,  really  is  so.       — Caleb  Colton. 


Happiness  is  a  resultant  of  the  rela- 
tive strengths  of  positive  and  negative 
feelings  rather  than  an  absolute 
amount  of  one  or  the  other. 

— Norman  Bradburn. 


With  most  people  unbelief  in  one 
thing  is  founded  upon  blind  belief  in 
another.  — Georg  Lichtenberg. 


What  we  think,  or  what  we  know,  or 
what  we  believe,  is,  in  the  end,  of  little 
consequence.  The  only  thing  of  con- 
sequence is  what  we  do. 

—John  Ruskin. 


B.   C.  FORBES 

Believe  in  yourself,  your 
neighbors,  your  work,  your  ulti- 
mate attainment  of  more  com- 
plete happiness.  It  is  only  the 
farmer  who  faithfully  plants 
seeds  in  the  spring  who  reaps  a 
harvest  in  the  autumn. 


You  may  be  deceived  if  you  trust 
too  much,  but  you  will  live  in  torment 
if  you  do  not  trust  enough. 

— Frank  Crane. 


Joyous  distrust  is  a  sign  of  health. 
Everything  absolute  belongs  to  path- 
ology. — Friedrich  Nietzsche. 


Nature  is  just  toward  men.  It  re- 
compenses them  for  their  sufferings; 
it  renders  them  laborious,  because  to 
the  greatest  toils  it  attaches  the  greatest 
rewards. — Charles  de  Montesquieu. 


Industry    has    annexed    thereto    the 
fairest  fruits  and  the  richest  rewards. 
— Isaac  Barrow 


Rest  is  not  quitting  the  busy  career; 
rest  is  the  fitting  of  self  to  its  sphere. 

— John  S.  Dwight. 


Life  gives  nothing  to  man  without 
labor.  — Horace. 


Evil  is  wrought  by  want  of  thought 
as  well  as  by  want  of  heart. 

— Edwin  Hood. 


More  than  3000  "Thoughts,"  in- 
dexed by  author  and  subject,  are  now 
available  in  a  574-page  book  at  $5.95. 
Send  check  and  order  to:  Forbes  Inc., 
60  Fifth  Avenue,  New  York,  N.Y. 
WOOL  (Sales  tax:  New  York  City, 
add  5%.  Other  parts  of  New  York 
State,   add  2%    to  5%    as  required.) 


A  Text . 


Sent  in  by  Arlan  E.  Varner,  Aus- 
tin, Tex.  What's  your  favorite  text? 
The  Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life  is  pre- 
sented  to   senders   of    texts    used. 


Now  he  that  planteth  and  he  that 
watereth  are  one:  and  every  man  shall 
receive  his  own  reward  according  to 
his  own  labour. 

— I  Corinthians  3:8 
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purer  water,  purer  air 
through  UOP  refining  innovations 


UOP  is  doing  something  positive  to  reduce 
air  pollution  caused  by  sulfur  dioxide  from 
industrial  and  residential  furnaces.  UOP's  RCD 
Isomax^"^  process  is  proving  out  in  use  to  be 
an  efficient,  economically  feasible  method  for 
desulfurizing  heavy  fuel  oil.  By  making  fuel 
oils  burn  cleaner,  this  UOP  process  helps  make 
the  air  purer.  Another  new  UOP  process, 
Pacor'^,  is  an  effective  countermeasure  against 
one  desperate  problem  of  water  contamina- 
tion, caused  by  detergents  that  do  not  break 


down  by  bacterial  action.  In  use,  this  process 
and  an  earlier  UOP  process,  Molex*,  improve 
biodegradable  detergents— for  purer  water. 
Through  innovation  in  service  to  the  refining 
industry,  and  in  its  direct  activities  in  air 
correction  and  water  management,  UOP  brings 
technical  competence  to  bear  on  urgent  prob- 
lems of  environmental  control.  For  detailed 
information  about  UOP  products  and  serv- 
ices, write  to  Universal  Oil  Products  Company, 
30  Algonquin  Rd.,  Des  Plaines,  Illinois  60016. 


the  better  ideas  are  at 


Petroleum  &  Petrochemical  Processes    ■    Transportatior)  Equipment    ■    Plant  Construction    ■    Chemicals  &  P/astics  •  Fragrances    ■   Air  &  Water  Managemi 
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(That*s  old  hat.) 

Businessmen  used  to  think  it  cost  too  much  to 
use  Long  Distance  in  their  day-to-day  operations. 
Not  anymore.  Today's  boss  knows  time  is  expen- 
sive. His  motto.!*  ''Settle  it  now  by  Long  Distance." 
A  phone  is  just  a  phone  until  you  learn  how  to  use  it. 


AT&T 

■nd  Associated  Companies 


Another 
customer. 


Slap  a  baby  into  life  and  we  gain  a 
new  customer.  Our  business:  food .  .  . 
a  growing  diversity  of  food  made 
better,  made  more  abundant  at  lower 
cost  through  protein  technology. 

Last  year,  for  instance,  we  processed 
millions  of  bushels  of  soybeans.  Some 


became  food  ingredients  to  improve 
taste,  looks  and  nutrition.  What's 
more,  these  soybean  proteins  helped 
step  up  food  production. 

Over  a  million  and  a  half  tons  of  our 
high  protein  feed  revved  up  livestock 
and  poultry  so  they  produced  more  milk, 


meat  and  eggs  in  less  time  at  less  cost. 
There  are  many  more  promises  left 
in  harnessing  the  power  of  protein. 
We're  hard  at  work  fulfilling  them. 
Our  future?  As  long  as  children 
keep  being  born,  we  have  an 
ever-expanding  market. 


That's  why  we're  called  The  Foodpower  People 


^^  Central  Soy^ 

m^\  The  FOODPOWER  People 


Fort  Wayne,  Indiana 


A  UNIQUE  GROWTH  ORGANIZATION  SERVING  AGRICULTUfl 
AND  INDUSTRY  THROUGH  SOYBEAN  PROCESSING, 
FEED  MANUFACTURING.  POULTRY  MARKETING. 
GRAIN  MERCHANDISING  AND  SOYBEAN  CHEMURGY. 
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The  wide, 

wide  world  of  Wliite 

Iceeps  getting  wider. 


In  January,  1967,  Hercules  Engines,  Inc.. 
joined  the  White  IVlotor  Corporation,  adding 
a  full  line  of  medium-duty  engines  for 
such  applications  as  irrigation  equipment, 
materials  handling,  military  trucks,  power 
generation. 

In  July,  production  was  in  full  swing  af 
White's  new  truck  plant  in  British  Columbia 
to  produce  the  new  White  Western  Star 
highway  hauler  for  the  growing  western 
market. 

By  December  31,  our  backlog  of  truck 
orders  had  reached  $120,000,000 


(commercial  and  government),  which  is 
over  50%  greater  than  a  year  earlier. 

And  during  the  year,  negotiations  for 
the  acquisition  of  the  off-highway  truck 
business  of  the  Euclid  Division  of  General 
Motors  progressed  and  were  completed 
in  early  1968. 

For  your  copy  of  White  Motor's  annual 
report,  write  to  Treasurer,  White  Motor 
Corporation,  103  Erieview  Plaza. 
Cleveland,  Ohio  44114. 

CORPORATION 


WHITE  HIGHLI 
income  and  Dividends 
Net  sales 

GHTS 

1967 

$769,815,168 

28,856,241 

11,830,922 

4.43 

1.82 

299,615,235 

150,604,447 

149,010,788 

39,523,619 

206,203,200 

6.518,972 

31.63 

year,  adjusted  for  10% 

1966 

$778,662,377 

32,089,483 

8,670,542 

4.95 

1.50 

304,371,242 

161.016.301 

143.354.941 

36.375.879 

188.370.641 

5.886.784 

29.09 

common  stock 

Net  income 

Cash  dividends  paid  on  common  stock 

Net  income  per  share  of  common  stock  (1)   .    .    . 
Dividends  paid  per  share  of  common  stock  (2) 

Balance  Sheet  (December  31) 

Current  assets 

Current  liabilities 

Working  capital 

Long-term  debt 

Common  shareholders'  equity 

Number  of  common  shares  outstanding      .... 
Common  shareholders' equity  per  share  (1)   ,    .    . 

(1 )  Based  on  shares  outstanding  at  the  end  of  each 

dividend  in  August,  1967. 

(2)  Adjusted  for  10%  common  stock  dividend. 
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EL  PASO 

NATURAL  GAS  COMPANY 

Progress  Report 


JPfp 


OCTOBER  1967— Beaunit  Corporation,  major  manufac- 
turer of  synthetic  fibers  and  textiles  for  apparel,  home 
furnishings  and  industrial  products,  was  merged  into 
El  Paso  Natural  Gas  Company. 


DECEMBER  1967— Project  Gasbuggy  detonation,  world's 
first  joint  government-industry  experiment  using  nuclear 
explosives  for  industrial  purposes,  was  conducted  by 
El  Paso  Natural  Gas,  the  Atomic  Energy  Commission, 
and  the  U.  S.  Bureau  of  Mines.  This  pioneering  technique 
may  be  successful  in  unlocking  hitherto  unrecoverable 
reserves  of  natural  gas. 


THE  YEAR  1967— Record  natural  gas  sales  of  1.58  trillion 
cubic  feet  were  achieved  in  1967.  Facilities  to  deliver  an 
additional  253  million  cubic  feet  per  day  to  Southern 
California  were  completed  by  the  first  of  the  year.  Plans 
are  under  way  for  further  expansions  of  512  million 
cubic  feet  per  day  to  California,  the  Southwest,  and  the 
Pacific  Northwest 


OCTOBER  1967— El  Paso  Natural  Gas  acquired  Narra- 
gansett  Wire  Co.,  a  fabricator  of  electrical  copper  wire 
for  the  building  industry. 


^ 


JANUARY  1968— El  Paso  Natural  Gas  announced  agree- 
ment with  two  major  European  corporations  to  form  an 
international  company,  Nobel-Paso  Geonuclear,  for  de- 
velopment and  promotion  of  peaceful  uses  of  nuclear 
explosives  outside  the  United  States.  El  Paso  also 
formed  a  special  nuclear  group  to  spearhead  the  com- 
pany's activities  in  development  of  peaceful  uses  of 
nuclear  explosives. 


For  a  copy 

of  El  Paso's 

1967  Annual  Report, 

write:  El  Paso 

Natural  Gas 

Company, 

El  Paso,  Texas 

79999 

'BES.  APRIL  15,  1968 


El  Paso  Natural  Gas  Company 

is  a  diversified  gas  transmission  firm, 

serving  11  western  states 

through  a  20,000-mile  pipeline  network.  In  addition, 

it  has  extensive  interests 

in  petrochemicals,  agricultural  chemicals, 

electrical  copper  wiring,  plastics,  textiles, 

mining  and  oil  and  gas  production. 


Cadillac  Motor  Car  Division 


Let  your  success 
show  a  little. 

Everybody  likes  doing  business  with 
successful  businessmen,  and  a  Cadillac 
is  generally  regarded  as  a  symbol  of 
success.  Year  after  year,  executives  and 
professional  men  who  consistently 
choose  the  finest  in  all  things  select 
Cadillac  more  frequently  than  any  other 
luxury  car.  Isn't  it  time  your  customers 
were  aware  of  your  achievements? 


Standard  of  the  World 
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Side  Lines 


Judith  Fresco 


Never  Mind  the  Mickey  Mouse 

One  of  the  most  harassed  people  on  our  editorial 
staff  is  Assistant-to-the-Editor  Judith  Fresco.  It's 
Judy  who  has  to  intercept  most  of  the  telephone 
calls  and  letters  from  public  relations  men  who 
want  to  sell  a  story  idea  to  our  editorial  staff. 

Now  Judy  is  quite  a  diplomat.  After  all,  she 
used  to  be  an  assistant  to  the  late  Adlai  Steven- 
son, when  he  was  U,S.  Ambassador  to  the  United 
Nations.  Over  the  years  she's  learned  how  to  say 
"no"  without  provoking  an  international  incident. 
So  she  gives  the  calls  and  letters  a  patient  hear- 
ing. Sometimes  she  passes  one  on  to  an  editor  for 
further  examination.  As  often  as  not,  she  hems 
and  haws,  though  with  politeness.  She  well  knows 
that  of  all  the  things  that  are  going  on  in  business,  only  a  limited  num- 
ber are  for  us. 

Let's  save  Judy  some  trouble.  Th^re  are  people  who  call  her  with  the 
best  intent  in  the  world,  but  who  obviously  don't  know  what  a  Forbes 
story  is.  On  the  theory  that  one  of  the  b^st  ways  to  tell  what  something 
is  is  to  describe  what  it  is  not.  we  thought  you  might  like  to  know  some 
of  the  categories  of  business  stories  that  never  get  into  Forbes,  that 
never  get  beyond  Judy: 

•  The  story  that's  widely  covered  elsewhere.  Our  readers  are  well- 
informed  people;  they  read  newspapers,  newsmagazines,  newsletters. 
Last  fall  (Oct.  1,  1967)  we  went  into  great  detail  on  Lockheed's  all- 
out  gamble  on  the  airbus.  But  in  this  issue  wc  do  not  cover  Lockheed's 
stunning  coup  in  grabbing  off  the  big  orders.  Why  not?  Becau.se  the 
situation  was  well  covered  in  the  newspaners  and  general  magazines. 
We  don't  at  this  time,  have  anything  to  add.  We're  not.  after  all,  the 
Conf>rcssional  Record,  nor  do  we  want  to  be. 

•  The  Power  PufT.  If  we  say  so-and-so  is  doing  a  great  job,  we  do  so 
for  one  reason  only:  We  think  our  readers  can  learn  something  from 
reading  about  how  he  did  the  job  and  why.  We're  not  in  the  business 
of  massaging  executive  egos. 

•  New  Face  at  the  Top.  We  use  the  same  guidelines  on  executive 
shifts  as  we  use  on  new  products.  If  it  doesn't  portend  change  or  if  the 
new  men  don't  have  anything  exciting  to  say,  so  what? 

•  The  Historical  Treatise.  A  blow-by-blow  description  of  how  a  cor- 
porate situation  came  to  pass,  of  who  said  what  to  whom  and  when  and 
why — what  one  executive  calls  "the   Mickey-Mouse  stuff." 

•  The  Turnaround.  When  a  company  has  shown  poor  earnings  for 
five  or  six  years  and  then  suddenly  comes  up  with  a  20%  earnings 
increase  in  the  first  quarter,  the  turnaround  rumors  start  flying.  But  may- 
be the  company  just  got  a  new  bookkeeper.  Or  maybe  the  over-all  busi- 
ness was  so  good  the  company  simply  picked  up  some  od:rs  the  com- 
petition couldn't  handle.  Before  you'll  see  a  turnaround  story  in  Forbes, 
we  make  pretty  sure  the  company  really  turned  around. 

At  this  point  you  may  have  noticed  that  we  haven't  yet  d:scribed  what 
a  Forbes  story  is.  We  could  tell  you  a  good  Forbes  story  is  "significant" 
and  "meaningful,"  but  what,  as  some  of  our  new  writers  say,  does 
that  mean?  It  means  the  best  way  to  tell  you  what  a  good  Forbes  story 
is,  is  to  let  you  read  one.  We  have  about  20  of  them  in  this  issue, 
ranging  from  an  interview  with  George  Kozmetsky  about  what's 
wrong  with  business  education  (p.  60),  to  what's  wrong  with 
Cameo-Parkway  Records  (p.  25).  Chances  are  when  you  finish  read- 
ing the  stories  on  how  to  make  money  in  radio  stations  (p.  53)  or  the 
cover  story  on  one  of  the  world's  most  creative  organizations.  Kaiser 
Industries  {p.  29),  you  won't  be  able  to  say,  "That's  interesting,  but  so 
what?"  If  you  can,  let  us  know  about  it.  ■ 


Sundstrand 

reports 

another 

record  year 

For  Years  Ending  December  31 
1967  1966  1966 

DpctatpH 

Net  Sales $21 5.099.000   $1 51 .924,000     $1 1 6,91 4.000 

Net  Earnings 
after  Taxes 11 .246,000         8,020,000  6,079,000 

Earnings  per 
Common  Sliare 2.56  1.84  1.76 

Cash  Dividends  per 
Common  Share .80  .60 


A  Program  of  Balanced  Growth — 1967  was  the  most 
significant  year  in  Sundstrand's  63-year  history.  Sales 
reached  $21 5.1  million  compared  to  the  previous  record 
of  $116.9  million  in  1966.  Net  earnings  after  taxes  rose 
from  $6.1  million  in  1966  to  $11.2  million.  Earnings  per 
common  share  increased  from  $1.76  to  $2.56. 

These  record  gains  resulted  from  the  continuation 
of  the  company's  planned  program  of  balanced  growth, 
which  includes  substantial  investment  over  recent 
years  in  development  of  new  and  improved  products 
for  growing  markets.  1967  growth  also  reflects  selec- 


Sundstrand 
Corporation 
Annual  Report; 
1967 


five  acquisition  of  companies  having  products  and 
technologies  supplemental  to  those  of  Sundstrand. 

Sundstrand  designs  and  manufactures  aerospace 
power  systems  and  components,  electronic  controls, 
underwater  propulsion  and  vehicle  transmission 
systems,  numerically  controlled  machining  systems, 
and  other  proprietary  products. 

In  1968,  further  expansion  is  planned  through  plant 
additions,  further  product  development,  and  acqui- 
sition activity.  Sales  and  earnings  should  continue  tc 
show  significant  improvement. 


SUNDSTRAND  ...  a  dynamic  growth  company  with  operations  in  Rockford,  Illinois*  Belvidere,  Illinois 
LaSalle,  Illinois  •  Denver,  Colorado  •  Redmond,  Washington  •  Bellevue,  Washington  •  Chicago,  Illinois 
South  El  Monte,  California  •  Syracuse,  New  York  •  Milwaukee,  Wisconsin  •  Dowagiac,  Michigan 
Dijon,  France  •  Huddinge,  Sweden  •  Fribourg,  Switzerland 


The  1967  Annual  Report  is  now  available  and  will  be  sent  on  request.  Write  to: 

SUNDSTRAND 


SUNDSTRnr 


2531  11TH  STREET,  ROCKFORD,  ILLINOIS  61101 
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1^  made  it 
myselfr 


I 


How  a  simple  feeling  of  pride  and  achievement 
has  caught  on  and  created  one  of  Americans 
booming  industries. 
With  exciting  possibilities. 


Women.Beautiful.Unpredictable. 
Profitable.  For  40  years  we've  been 
selling  them  patterns. 

They  made  us  the  world's  larg- 
est pattern  company.  By  far. 

Then  a  few  years  ago  things 
really  began  to  happen.  Women 
started  buying  more  patterns  than 
ever  before. 

Our  business  has  doubled  in 
the  past  six  years.  Our '67  sales 
were  up  30%.  (This  was  the  17 th 
consecutive  year  of  record  sales 
for  us.)  Our '67 operating  profits 
were  up  42%. 

And  from  present  indications 
this  year  looks  even  better. 

We  knew  it  would  happen. 

We  helped  make  it  happen. 

We've  spent  years  working 
hand  in  hand  with  sewing  classes 
in  thousands  of  schools  across  the 
country.  Millions  of  Simplicity 
messages  on  the  latest  fashions  are 
exposed  to  women  each  month  in 
our  publications  and  on  the  edito- 
rial pages  of  the  leading  women's 
and  teen  age  magazines. 

We've  spent  millions  in  adver- 
tising to  show  women  how  easy  it 
is  to  sew.  Howmuch  fun  it  is  tosew. 

And  it's  working. 

In  a  world  where  automation  is 
king,  where  "just  add  water"and 
"heat  and  eat"dominate  the  cup- 
boards, where  television  is  on  from 
dawn  to  dawn,  a  woman's  hands 
and  mind  have  become  rather  in- 
active. 

And  she's  reacting. 


For  your  copy  simply  write  Department  F,  The  Simplicity  Pattern  Co.  Inc.,  200  Madison  Avenue,  New  York,  New  York  10016 

l^iMM§gMi'\y"mM  the  pattern  people. 
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Not  every  woman  can  paint  (or 
wants  to),  but  almost  every  wom- 
an can  sew  (and  likes  to).  It  surely 
gives  her  a  feeling  of  pride  and 
achievement,  and  when  you  stop 
to  think  about  it,  sewing  is  prob- 
ably the  most  profitable  of  all 
hobbies. 

This  samecultural"revolution" 
is  also  going  on  in  Europe  and 
other  foreign  countries.  Sim- 
plicity patterns  are  now  sold  in 
30  countries  and  printed  in  5 
languages. 

The  future  looks  pretty  good. 
"I  made  it  myself! "  really  means 
something. 

One  nice  thing  about  putting 
our  future  in  the  hands  of  women 
is  that  every  year  more  and  more 
women  are  sewing.  And  that 
makes  them  very  predictable. 

You  can  read  all  about  our  past, 
our  present  and  our  hopes  for  the 
future  in  our  1967  Annual  Report. 


These  two  areas  present  more  promise  and 
progress  than  any  other  in  the  Nation.  Take 
the  best  from  two  worlds. 
Combine  the  unparalleled  Southern  Califor- 
nia market  with  Tucson's  living  and  business 
climate,  then  add  the  following: 

1.  TAX  STRUCTURE.  Manufacturers  inventory 
including  raw  materials,  goods  in  process 
and  finished  products  all  fully  exempt  from 
state  and  local  taxes.  Low  corporate  income 
tax  reflects  favorable  tax  picture  for  industry. 

2.  LABOR  MARKET.  Skilled  workers,  techni- 
cians and  professional  people  comprise  a 
labor  pool  unexcelled  in  the  western  U.S. 

3.  RIGHT-TO-WORK  LAW.  Repeated  referendum 
endorsement  of  the  Right-To-Work  Law  indi- 
cates the  free  enterprise  attitude  of  the  state. 

4.  TRANSPORTATION.  Tucson  is  served  by  7 
airlines,  Southern  Pacific  Railroad  mainline, 
11  highway  common  carriers,  and  transcon- 
tinental bus  lines. 

5.  EDUCATIONAL  FACILITIES.  Home  of  the 
University  of  Arizona  and  a  public  school 
system  among  the  finest  in  the  Nation. 

Your  request  and  all  contacts 
are  held  in  strictest  confidence. 
Write  t O.- 
JOSEPH B.  WILCOX 

Development  Director 

TUCSON  GAS  &  ELECTRIC  COMPANY 

P.O.  BOX  711 

TUCSON,  ARIZONA  85702 
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BUSINESS 


No  Sale?  Big  computer  com- 
panies are  hoping  that  farmers  will 
someday  be  a  big  market  for  their 
wares.  The  computer  is  supposed  to 
help  the  farmer  figure  out  every- 
thing from  income-tax  returns  to 
soil  samples.  But  Dr.  Thomas  G. 
Brown,  Professor  of  Agricultural 
Economics  of  the  University  of 
Missouri,  claims  that  farmers  aren't 
buying  the  idea.  The  reason:  It's 
just  not  worth  the  cost,  particularly 
since  each  farmer  has  his  own  prob- 
lems. "I  am  uncertain  whether  it  is 
practical  to  develop  a  universal  sys- 
tem that  will  meet  the  needs  of  all 
farmers,"  Brown  says.  "We  may  be 
trying  to  build  a  computerized  mon- 
key wrench  that  will  fit  everything, 
but  will  do  nothing  but  skin 
knuckles." 

Pathological  Borrowers.  Personal 
bankruptcies  have  reached  epidemic 
proportions,  according  to  President 
S.C.  (Pat)  Patterson  of  the  Na- 
tional Foundation  for  Consumer 
Credit.  He  says  that  such  bankrupt- 
cies are  far  outstripping  the  growth 
in  consumer  credit,  and  points  out 
that  most  are  occurring  among 
families  that  are  neither  poor  nor 
deadbeats  but  have  just  gotten  in 
over  their  heads.  He  recommends 
more  credit  counseling,  education 
and  research  into  "the  pathology 
of  credit." 

What's  in  a  Name?  If  you  get  an 

annual  report  from  such  ultrahigh 
technology  companies  as  Tyco 
Laboratories,  Inc.  and  one  of  the 
principal  oflRcers  is  listed  as  "clerk" 
don't  think  its  a  reversion  to  19th- 
century  corporate  titles.  Chances 
are  the  company  is  headquartered 
in  Massachusetts,  where  state  law 
still  requires  that  whoever  holds 
the  corporate  office  of  secretary  be 
officially   called    "clerk." 

A  Big  One.  One  of  Chicago's 
largest  S&Ls,  the  $100-million 
Lawn  Savings  &  Loan  Association, 
was  taken  over  by  the  state  this 
month  because  of  financial  trou- 
bles. According  to  Illinois  S&L 
Commissioner  Justin  Hulman,  the 
S&L  ran  out  of  money  after  the 
Federal   Home   Loan   Bank   Board 


asserted  that  the  institution  was  not 
earning  its  dividends.  That,  in  turn, 
caused  a  $5-million  "run"  on  Lawn, 
most  of  whose  assets  are  tied  up  in 
mortgages.  Though  insured.  Lawn's 
savers  are  sharply  limited  as  to 
when  they  can  make  withdrawals. 

More    Billboards    Banned.    The 

$250-million-a-year  outdoor  adver- 
.tising  industry,  already  banished 
from  Hawaii,  faces  new  troubles  in 
Vermont,  another  resort  state  con- 
scious of  its  scenic  beauty  and  tour- 
ist dollars.  Vermont's  new  antibill- 
board  law  takes  effect  Aug.  31  in 
the  southwest  corner  of  the  state; 
by  1970  no  new  billboards  may 
be  erected  in  any  part  of  the  state, 
and  all  must  come  down  by  1975. 
Billboard  owners  say  that  the  new 
law  is  unconstitutional  because  it 
does  not  compensate  them  for  their 
signs.  They  say  that  a  state  plan  to 
permit  only  small  signs  in  highway 
rest  areas  is  impractical.  Finally 
they  claim  that  newspapers — which 
compete  with  billboards  for  ad  dol- 
lars— are  the  chief  villains.  When 
Hawaii  banned  billboards,  it  com- 
pensated   owners. 

Leverage  Can  Hurt.  Final  1967 
figures  for  the  railroads  are  pub- 
lished, and  they  may  be  a  classic 
example  of  reverse  leverage.  Oper- 
ating revenues  dipped  only  2.8%, 
expenses  rose  merely  1%,  and  net 
income  plunged  35.4%.  But  this 
may  also  be  a  case  in  which  man- 
agement wants  to  show  the  worse 
face  possible.  The  reason:  The  rails 
are  using  these  results  to  push  their 
request  for  a  rate  increase,  now 
pending  before  the  Interstate  Com- 
merce Commission. 

Helping  Out.  Many  private  col- 
leges are  in  trouble  these  days  in 
their  competition  with  large  state- 
financed  universities.  Help  for  these 
private  schools  should  come  from 
big  private  corporations,  according 
to  Robert  C.  Gunness,  president  of 
Standard  Oil  Company  (Indiana). 
He  feels  that  the  Government  must 
dictate  how  public  funds  are  used, 
but  that  corporate  contributions 
can  help  private  schools  to  main- 
tain control  of  their  own  fate. 

Down  with  Thread.  Another 
grand  old  product  is  now  being 
threatened  with  obsolescence.  This 
time  it's  thread.  Because  of  high 
labor  costs,  garment  manufacturers 
are  increasing  their  use  of  "fusing" 
and  other  adhesive  techniques  for 
making  apparel.  William  M.  Klothe, 
(Continued  on  page  16) 
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Progress  profile  '68 : 

LTV  shirtsleeve  summit 

formulates  policies  and 

develops  potentials. 


Getting  away  from  it  all  for  the  larger  view. 

For  most  of  an  entire  week  every  year,  LTV's  top  management  gathers  for  an 
"off-site"  plans  meeting  with  the  presidents  and  other  high-level  executives  of  each 
LTV  subsidiary.  They  meet  in  a  remote  setting  to  get  away  from  the  daily  norm  and 
to  concentrate  better  on  the  overview:  How  well  each  LTV  company  has  done.  Where 
each  is  going.  How  it  plans  to  get  there.  And,  of  course,  the  progress  and  long-range 
plans  of  the  parent,  Ling-Temco-Vought. 

Motivating  the  motivators:  The  reward  is  profits  and  growth. 

Strategic  planning  in  symposium  with  the  parent  company  management  is  a  central 
element  in  LTV's  approach  to  Corporate  Technology.  From  the  beginning  of  its 
corporate  existence,  LTV's  progress  has  been  characterized  by  a  singular  spirit:  a 
blending  of  entrepreneurial  drive  with  shareholder-oriented  profit  motives.  Sustaining 


Record  Internal /External  Growth 

SALES 

EARNINGS*          Percent  Increase 

Company 

1967 

1963 

(in    Ih 

1967 

ousands) 

1963 

Wilson  &  Co.,  Inc.**  .     .     . 

$985,540 

$696,537 

$11,007 

$3,495 

215% 

LTV  Aerospace  Corporation 

343,696 

203,523 

9,578 

3,904 

145% 

The  Okonite  Company     .     . 

103,238 

50,049 

9,009 

(405) 

00 

LTV   Electrosystems,   Inc. 

181,788 

91,753 

5,354 

1,371 

291% 

Wilson  Sporting  Goods  Co.** 

89,066 

66,116 

4,033 

L690 

139% 

LTV  Ling  Altec,  Inc.  .     .     . 

102,408 

21,372 

2,329 

551 

323% 

Wilson  Pharmaceutical  & 

Chemical  Corporation**    . 

39,514 

20,864 

1,717 

707 

143% 

*Componies  acquired  during  the 

period  accounted  for  approximately  the 

following  percentages  of 

earnings  increases  cited:  Wilson  & 

Co.,  Inc., 

43%;  LTV 

Electrosystems, 

Inc.,  106%>; 

LTV  Ling 

Altec,  Inc.,  161%. 

*"Pro  forma  based  on  historica 

'  results  of  the  company 

and/  or  historical  results  of  divisions  of 

their  corporate  predecessors. 

continued  on  next  page 


LTV  Shirtsleeve  Summit 


(continued) 


this  spirit  on  a  large  scale  is  something  else  again.  But  we  believe  our  "opti- 
mum decentralization"  concept,  coupled  with  broad  diversification,  is  a 
sound  answer.  Our  operating  results  bear  out  this  conviction. 

Operationally  each  LTV  company  stands  on  its  own.  Each  is  financially 
independent  of  the  other.  Each  is  its  own  profit  and  credit  center.  Each  has 
public  ownership  and  is  listed  on  a  major  stock  exchange.  This  combination 
of  authority,  responsibiltiy  and  accountabiUty  puts  management  in  the  spot- 
light and  on  the  spot  —  to  produce. 

The  subsidiary-parent  relationship:  beneficial  symbiosis. 

LTV  management  has  to  be  good.  In  every  echelon.  LTV  is  so 
structured  that  it  is  not  a  one-man  operation  either  at  the  parent  or  sub- 
sidiary level.  The  burden  for  success  rests  with  the  management  team  of 
each  company.  But  the  rewards  are  equal  to  the  challenge.  Each  member 
of  a  subsidiary  management  team  has  an  equity  stake  in  his  company. 
Each  has  built-in  incentive  programs,  each  is  an  entrepreneur  in  his  own 
right.  Because  of  this  equity  stake,  the  intent  of  each  clearly  parallels 
those  of  his  company's  shareholders. 

The  result?  Sound  growth.  Profits.  Financial  strength. 

Under  this  management  structure,  LTV,  the  parent,  is  committed  to 
upholding  its  end  of  the  bargain.  LTV  provides  its  companies  professional 
management  services,  including  financial  and  business  planning  and  con- 
trols, direction  in  areas  of  mergers  and  acquisitions,  basic  research,  com- 
puter services,  industrial  relations  and  public  relations.  LTV  provides  these 
services  on  a  sustained  basis  to  free  up  subsidiary  management  teams  to 
do  what  they  know  best:  operate  their  companies  profitably  in  their  own 
competitive  markets. 

The  earnings  statement,  the  growth  record:  management's  proof. 

LTV's  diversification  and  management  accountability  is  well  adapted 
to  progress  in  today's  changing  comf)etitive  scene.  The  results  underscore 
that  contention  —  as  graphically  demonstrated  in  the  two  charts  shown 
at  right  and  the  one  on  the  preceding  page. 

These  results  speak  for  themselves. 

What  does  it  all  add  up  to?  Outstanding  growth  —  both  internally  and 
externally  —  and  measurable  financial  strength.  We  believe  the  next  five 
years  will  lead  to  more  of  the  same  for  LTV  and  its  subsidiaries,  including 
the  Greatamerica  companies,  now  a  part  of  the  LTV  family  (Braniff, 
National  Car  Rental  System  and  others). 


Ling-Temco-Vought,  Inc.  (Parent  Only) 

Balance  Sheet  December  31.  1967 


(In  Thousanc 
Cost         Mai 


$  72,381     $  72 
12,309        12 


^  84,690    $  Si 
$  11.086    $  11 


Cash 

Other  current  assets 

Total  Current  Assets    ... 

Current   Liabilities      

Working   capital 

Investments  and  other  assets 

Investment  in  subsidiaries 

Property  —  net    

TOTAL  

LESS: 

Bank  loans         — 0 — 

Long-term  debt  $  51,529 

Deferred  credits    4,740 


$  73,604 

36,311 

171,490 

19,913 

$301,318 


$  7- 

3( 

621 

^! 

$74' 


$5 


SHAREHOLDERS'   EQUITY 


$245,049    $69 


Based  on  market  value  of  subsidiaries'  shai 
December  31.  1967  ($802,000,000).  less  estimm 
come  tax  effect  on  realization  ($182,000,000). 
hypothetical  values  are  shown  only  for  purpo 
illustrating  LTV's  recognized  collateral  base  for 
cing   future  growth. 


tales  and  Earnings  by  Subsidiary  (in  thousands) 

Percent 
Contribution  to 
Percent  of  Consolidated 

Sales       Total  Sales    Earnings    Earnings 


Company 

t  Co..  Inc. 

>space  Corporation 

nite  Company 

Irosystems.  Inc. 

Sporting  Goods  Co. 

g  Altec.   Inc. 

'harmaceutical  & 
cal   Corporation 

IGTEMCO- 
raUGHT,  INC. 
(consolidated) 


$   985.540'       53.4%      $11.007»      27.8% 
343,696        18.6  9,578        21.3 


103,238 
181,788 
89,066' 
102,408 

39,514' 


5.6 
9.9 
4.8 
5.6 

2.1 


9,009 
5,354 
4,033' 
2,329 

1,717' 


21.2 

10.9 

10.1 

4.5 

4.2 


$1,833,259      100.0%      $34,003* '  100.0% 


forma   based  upon  historical  results  of  the   Company  and/or  hlstor- 
ults  of  divisions  of  their  corporate  predecessor. 

sstnting  LTV.  Inc.  earnings  net  of  minority  interest  in  its  subsidiaries. 


The  rugged  Hill  Country  of  South  Texas,  October  1967: 
Officers  of  LTV  and  its  subsidiaries  at  the  annual  off-site  meet- 
ing. These  men,  whose  management-level  experience  in  their 
respective  industries  adds  up  to  more  than  350  years,  represent 
a  parent  company  and  seven  subsidiaries  that  employ  over 
60,000  people  worldwide.  Last  year,  these  men  guided  LTV  to 
a  consolidated  sales  record  of  $1.8  billion  in  seven  major  mar- 
ket areas:  Meat  and  food  processing,  Sporting  goods.  Aero- 
space, Electronics,  Pharmaceuticals,  Chemicals,  and  Sound 
systerris. 

(Top,  left  to  right):  Roscoe  G.  Haynie,  Chairman,  Executive 
Committee,  Ling-Temco-V ought.  Inc.;  Clyde  Skeen,  President, 
LTV;  James  J.  Ling,  Chairman  and  Chief  Executive  Officer, 
LTV;  Robert  McCulIoch,  Chairman  Emeritus,  LTV. 

(Bottom,  left  to  right):  George  J.  Binder,  President,  Wilson 
Pharmaceutical  &  Chemical  Corporation:  Alvis  Ward,  Presi- 
dent, LTV  Ling  Altec,  Inc.;  William  P.  Holmes,  President,  Wil- 
son Sporting  Goods  Co.;  E.  F.  Buehring,  President,  LTV  Elec- 
trosystems,  Inc.;  Paul  Dashine,  President,  The  Okonile 
Company;  Roy  V.  Edwards,  President,  Wilson  &  Co.,  Inc.; 
W.    Paul   Thayer,  President,  LTV  Aerospace  Corporation, 

Not  included  in  this  photograph;  the  officers  of  Greatamerica 
Corporation  (including  Braniff  Airways,  National  Car  Rental 
System  and  others),  which  was  not  then  a  part  of  LTV. 


Ling-Temco-Vought,  Inc. 

Our  Annual  Report  for  1967  is  now  available. 

If  you  would  like  a  copy,  please  write:  Annual  Report/ 

Ling-Temco-Vought,  Inc./P.O.  Box  5003/Dallas,  Texas  75222 


Allegheny 
Ludlum 

is  branching 
out 

Read  all  about  it 

In  1967,  with  the  merger  of  True  Temper,  Allegheny  Ludlum  went 
into  consumer  products — tools,  fishing  tackle,  golf  shafts,  skis  and 
other  leisure  equipment. 

Another  new  subsidiary  was  formed — Ajax  Forging  and  Casting 
Company — and  began  to  work  on  expansion  and  improvement. 

F.  W.  Bell,  Inc.,  a  company  making  highly  sophisticated  elec- 
tronic equipment  for  industrial  testing  and  inspection,  also  joined 
our  Magnetic  and  Electronic  Materials  group. 

While  all  this  was  going  on,  we  invested  about  $23  million  in 
existing  plants  and  facilities  of  Allegheny  Ludlum  and  subsidiaries. 

That  was  last  year.  This  year  we  are  planning  to  spend  up  to  $40 
million  for  capital  improvements — a  new  record  for  us.  Present 
planning  also  calls  for  a  new  five-year  record  of  capital  spending — 
$160  million  for  the  years  1965-1969. 

These  figures  don't  include  the  growth  program  at  Titanium 
Metals  Corporation  of  America,  which  is  50%  owned  by  Allegheny 
Ludlum.  TIMET's  current  expansion  program  will  cost  $50  million. 

In  the  busy  and  exciting  year  of  1967,  Allegheny  Ludlum's  sales 
and  earnings  were  second  only  to  the  record  year  of  1966. 

Maybe  you'd  like  to  know  more  about  how  Allegheny  Ludlum 
is  branching  out.  You  can  read  all  about  it  in  the  .1967  Annual 
Report  to  Shareowners,  just  out. 

For  your  copy  write:  The  President,  Allegheny  Ludlum  Steel 
Corporation,  Oliver  Building,  Pittsburgh,  Pa.  15222. 

AFFLUENTS 


38%  of  Forbes'  total  adult  readers  are  home 
owners  with  household  incomes  of  $15,000 
and  over. 

That's  the  highest  concentration  of  these 
better  paid  home  owners  found  in  the  1968 
Simmons  Study  of  the  audiences  of  57  publi- 
cations. 
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president  of  the  Pellon  Corp., 
which  makes  fusing  material,  pre- 
dicts that  in  30  years  or  so,  90% 
of  all  garments  will  be  partially  or 
wholly  fused.  Fusing  binds  pieces 
of  cloth  together  when  heat  is  ap- 
plied to  an  intermediary  strip  of 
material. 

Three  Prexies.  Gulf  Oil  has  spent 
nearly  a  decade  trying  to  decentral- 
ize itself  (Forbes,  May  /.  1964). 
Now  the  company  has  gone  one 
step  further.  Chairman  Del  Brock- 
ett  has  just  named  two  more  Gulf ' 
presidents,  giving  Gulf  a  total  of 
three.  Pierre  E.  Holloway.  based 
in  San  Diego.  Calif.,  will  be  presi-  [ 
dent  of  Gulf  Oil— Asia.  Alvin  R. 
Martin,  who  is  headquartered  in 
London,  is  now  president  of  Gulf 
Oil — Eastern   Hemisphere. 


WASHINGTON 


Transportation  Companies?  Sen- 
ator Warren  G.  Magnuson  (D, 
Wash.),  chairman  of  the  Senate 
Commerce  Committee,  has  intro- 
duced two  bills  which  may  serve  as 
the  opening  wedge  for  eventual  cre- 
ation of  integrated  transportation 
companies.  Present  interstate  com- 
merce laws  prohibit  railroads,  air- 
lines and  trucking  companies  from 
merging  with  each  other,  exchang- 
ing equipment  or  quoting  one-price 
joint  rates  to  shippers  for  national 
and  international  delivery  Magnu- 
son's  bills  would  make  it  possible 
to  quote  joint  rates  and  have  smooth 
interchange  of  equipment.  How- 
ever, the  key  step,  permitting  merg- 
ers, was  not  proposed. 


OVERSEAS 


One  Bright  Spot.  Britain's  Rank 
Organisation  Ltd.  owns  half  of 
Rank  Xerox,  the  company  that  dis- 
tributes Xerox  products  outside 
North  America,  and  the  investment 
is  proving  to  be  one  of  the  soundest 
since  the  heyday  of  the  Indian  em- 
pire. For  the  28  weeks  ended 
Jan.  13,  Rank  reported  profits  of 
$8  million,  up  30%  from  the  same 
period  a  year  before.  Rank  Chair- 
man John  Davis  hopes  the  full  year 
will  be  just  as  good,  attributes  the 
growth  largely  to  Rank  Xerox  and 
its  "massive  growth."  ■ 
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Fly  the  Burlington  Railroad 

to  the  land  of  beautif  ul  plant  sites. 


Our  Director  of  Industrial  Development  will 
take  you  or  your  executive  committee  there  in 
Burlington's  fast  Gulfstream.  Call  him.  He'll  fly 
you  over  a  lot  of  choice  acreage,  if  you're 
interested  in  any,  he'll  land  nearby  for  a  good, 
ground-floor  look.  With  our  plane,  you  can  see 
nine  or  ten  plant  sites  a  day. 
We'll  provide  you  with  information  on  raw 


materials,  labor  supply,  traffic  connections 

to  your  market,  and  any  other  information  you 

might  need. 

This  industrial  development  service  is  a  good 
example  of  how  far  we  go  to  serve  our  customers. 
With  high-flying  ideas.  With  revolutionary  ideas. 

We'll  do  anything.         D         I"  X 

Even  make  a  railroad  fly.  BUrlingtOII 

We  run  a  revolution  not  a  railroad. 
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DETROIT  EDISON   REPORTS 

Detroit  is  Center 
of  Great  Lakes  Megalopolis 

Detroit  Edison  is  in  the  final  phase  of  a  five-year  study  to 
assist  in  the  orderly  development  of  the  Urban  Detroit  area 
and  the  emerging  Great  Lakes  Megalopolis.  Findings  show 
evidence  that  by  the  year  2000  the  Great  Lakes  Megalopolis 
may  overtake  the  Eastern  Megalopolis  in  population.  The 
Great  Lakes  area  has  a  great  potential  and  Detroit  is  at  the 
center. 

The  study  was  undertaken  in  cooperation  v«th  Wayne  State 
University  and  Doxiadis  Associates  of  Athens,  Greece.  The 
purpose  is  to  provide  Detroit  Edison  and  others  with  a  timely 
understanding  of  the  forces  that  are  at  work  and  the  trends 
in  urbanization  and  land  commitment  that  must  be  encour- 
aged. Another  demonstration  of  how  Detroit  Edison  plans 
ahead  in  the  interest  of  the  people  it  serves. 

236th  Consecutive  Quarterly  Dividend 

Common  stock— 35f!  per  share  payable  April  15, 1968,  to  share- 
holders of  record  March  26, 1968. 

The  second  quarterly  dividend  of  $1.37V2  per  share  upon 
the  new  preferred  stock  is  payable  April  15,  1968,  to  holders 
of  record  March  26, 1968. 

Write  us  at  2000  Second,  Detroit  48226,  for  the  1967  Annual 
Report. 

DETROIT  EDISON 

Serving  Growing  Southeastern  Michigan 


y? 


YOUNG  RADIATOR  COMPANY 

General   Offices:    Racine.   Wisconsin   53403 

fladiatort  •  HtSi  Exchtn0*(t  •  Oil  Coo!*'s  •  Umt  HaHttt 


Fiberglass 


HATTERAS 


28,31,  34,  38,41,  44  and  SO  Ft. 
Motor  Vachts 


44  foot  fibargloii  Haltarat  Triple  Cabin 

Rides  dry  even  at  high  speeds  in 
heavy  seas.  The  molded  flare  of 
the  Hatteras  hull  throws  water 
ofT  in  a  low  flat  arc.  Write  for 
the  name  of  nearest  dealer.  For 
portfolio  of  color  Uterature,  en- 
close $1.00. 

HATTERAS 
YACHT  COMPANY 

2144  Kivett  Drive 
High  Point,  N.  C.  27261 


Land    Bridge 

Sir:  Your  article  on  containerization 
correctly  points  out  that  the  key  to'  the 
"container  revolution"  is  the  intermodal 
service,  the  far-reaching  effects  of  which 
ypxi  illustrate  by  the  "land  bridge"  con- 
cept (Forbes,  Apr.  1).  We  are  now  con- 
ducting thorough  studies  with  several 
American  railroads  with  a  view  to  bring- 
ing about  a  drastic  reduction  in  the  costs 
of  the  land  bridge — a  step  which  is  im- 
perative if  the  service  is  really  to  sup- 
plant the  Panama  and  Suez  Canal  routes. 

As  we  see  the  future  of  containeriza-i 
tion,  the  steamship  lines  will  wind  up  b> 
operating  containerships  as  fast  shuttle! 
services  between  ports,  carrying  loaded 
containers  with  intermodalists  like  United 
Cargo  Carrier  receiving  the  cargo  at  in< 
land  points  for  the  through  carriage  tc! 
final  destinations.  Neither  the  steamshifj 
lines  nor  the  shippers  should  invest  in  the 
costly  containers:  These  are  already,  anc 
we  firmly  believe  will  be  much  more  sc 
in  the  future,  provided  on  a  lease  basis 
by  corporations  such  as  ourselves. 

— Z.  SITCHl^ 

President 

Intercontinental  Trailsea  Corp 

New  York,  N.Y. 

Medicine — Pro  &  Con 

Sir:  The  health  service  industry  is 
"cottage"  industry,  highly  labor  intenj 
sive,  with  only  limited  opportunities  foi 
substitution  of  capital  for  labor  (Forbes 
Mar.  15).  The  modes  of  finance  are  ou 
of  Alice  in  Wonderland,  with  a  Robii 
Hood  flavor. 

You  are  wrong  when  you  say,  "But  th 
worst  factor  in  rising  medical  costs  is  no 
the  doctors  but  the  hospitals."  It  is  th 
doctor  who  decides  if  and  when  the  pa 
tient  requires  hospital  care,  what  test 
are  to  be  performed,  what  medication 
ordered,  etc.  He  is  best  qualified  pre 
fessionally  and  technically  to  make  sue 
decisions.  But  he  is  relatively  unaware  c 
the  over-all  financial  consequences  of  W 
actions.  The  incentives  in  the  system  ar 
clearly  all  wrong,  for  they  lead  to  e> 
cessive  utilization  of  high  cost  service; 
Only  a  total  systems  approach  ca 
remedy  the  press  for  inflation  in  the  cosi 
of  medical  care. 

— Sidney  S.  Lee,  M.I 

Associate  Dean  For  Hospital  Program 

Harvard  Medical  Scho< 

Clinical   Professor  of  Medical  Cai 

Administratioi 

Harvard  School  of  Public  Heall 

Boston,  Mass. 

Sir:  Your  article  hit  the  nail  right  c 
the  head. 

— Douglas  A.  Brow 
Maplewood,  N.J.  2 

Sir:  For  years  prior  to  the  passage  < 

Medicare,    the    medical    profession    r 

peatedly  warned  that  the  estimated  cos 

were    unrealistically    low.    Consequent 

(Continued  on  page  89) 
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Should  you  look  into  the  tax 
advantages  of  the  revised  Keogh  Act-now?     ^ 
That  depends  on  where  you  want  thousands 
of  your  hard-earned  dollars  to  go. 


For  taxes  or  for  retirement. 


uld  you  afford  to  pass  up  a 
ssible  $2,500  income  tax 
duction  this  year  and  for  all  your 
irking  years  from  now  on?  That's 
lat  you  may  be  doing  if  you're 
If-employed  and  haven't  taken 
vantage  of  the  Keogh  Act. 

ider  the  revised  Keogh  Act, 
■ective  January  1,  1958,  you  may 
able  to  put  substantially  more 
illars  into  a  qualified  retirement 
an  than  you  could  before.  You  can 
t  up  a  retirement  fund  and  put 
)%  of  your  earned  income  into 
With  every  dollar— up  to  $2,500 
year— deductible  for  Federal 
come  tax  purposes.  Dollars  that 
ight  otherwise  go  for  current  taxes. 

f  course,  you  won't  have  any 


money  management  worries  when 
your  money  goes  into  a  Prudential 
retirement  fund.  Prudential's 
financial  experts  do  all  the 
money-managing  for  you.  They'll 
invest  your  money  so,  when  you  get 
to  be  60  or  65,  it'll  add  up  to  a  lot  of 
living— a  guaranteed  income  for  life. 

If  you're  self-employed  and  don't 
save  for  retirement  under  the 
revised  Keogh  Act,  you  could  be 
paying  thousands  of  dollars  in  taxes 
that  might  otherwise  be  put  into 
retirement.  It'll  take  only  a  few 
minutes  of  your  time  to  talk  to  your 
Prudential  man.  He'll  tell  you  about 
a  retirement  plan  that  guarantees 
an  income  you  can't  outlive. 

Prudential  understands. 


HE  PRUDENTIAL  INSURANCE  COMPANY  OF  AMERICA 


Prudential  understands 


If  you  plan  to  explore  growth  country... 

get  a 

professional 

guide. 


When  the  average  individual  ventures 
into  the  growth  area  of  investing,  he 
runs  the  risk  of  losing  his  sense  of  direc- 
tion. For  those  interested  in  exploring 
this  financial  terrain,  we  suggest  the 
need  for  a  professional  guide. 

Manufacturers  Hanover  is  such  a 
guide.  Currently,  we  have  fiscal  respon- 
sibility for  the  management  of  funds 
having  a  value  of  more  than  six  billion 
dollars— for  individuals,  families,  educa- 
tional and  charitable  foundations,  cor- 
porations and  others.  To  perform  this 
task,  the  Bank  maintains  an  investment 
organization  equal  to  today's  challenges. 

At  Manufacturers  Hanover,  your 
investment  management  account  is 


handled  by  a  single  trust  officer  on  a 
person-to-person  basis.  It  is  his  job  to 
bring  to  focus  on  your  individual  situa- 
tion the  research  and  management 
capabilities  of  this  multi-billion-dollar 
organization. 

Whether  you  want  to  pursue  an  ag- 
gressive investment  policy  or  intend 
primarily  to  produce  maximum  income, 
your  account  manager  uses  an  imagina- 
tive and  creative  approach  to  that  task. 

Isn't  this  the  kind  of  professional  yet 
personal  organization  you  need  to  help 
you  get  what  you  want  out  of  your  in- 
vestment program?  Ask  about  our  In- 
vestment Management  service. 


.  .  .  it's  good  to  have  a  great  bank  behind  you 

MANUFACTURERS  HANOVER  TRUST 

Personal  Trust  Division-350  Park  Avenue,  New  York,  N.  Y.  10022  •  Tel:  350-5244  (Area  Code  212) 


20 


FORBES,  APRIL  15,  1968 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


/  TOLD  YOU  so 

The  following  editorial  is  reprinted  in  its  entirety  from  the 
Jan.  1.  1967  Forbes  "Fact  and  Comment." 


WHAT  ARE  THEY  SMOKING? 


I've  heard,  read  and,  I  guess,  even  written  some  drivel 
in  my  lifetime,  but  nothing  to  equal  the  pundits'  "seri- 
ous" speculations  about  whether  or  not  President  John- 
son will  run  again  in  1968. 

The  day  that  there's  no  next  day  will  be  the  day  that 
LBJ  retires  as  a  Presidential  possibility. 

It's  all  well  and  good  and,  actually,  quite  expected  of 
Republican  politicians  to  speechify  solemnly  about  such 
tripe,  but  tripe  is  an  essential  stock  in  trade  for  a 
politician. 


Not  for  pundits  taken  seriously  by  their  readers. 

You  can  begin  with  the  total  certainty  that  Presi- 
dent Johnson  will  run  again;  and  with  every  drop  in  his 
Gallup,  you  can  bet  your  Texas  boots  that  this  total 
certainty  becomes  totally  certainer. 

The  un-asylumed  man  who  envisions  LBJ  declining 
the  1968  Democratic  Presidential  nomination  because 
of  hurt  feelings  and  a  low  poll  pulse,  and  graciously 
handing  the  prize  to  Bobby,  must  be  a  disciple  of  Dr. 
Leary. 


PAINFUL  PEACE  PATH 


It's  a  damned  sight  easier  to  start  wars  than  to  end  them. 
This  truth  has  been  stated  for  as  long  and  as  often  as  it 
has  been  ignored. 

High  time  and  thank  God,  we  are  at  least  moving  to- 
ward de-escalation  in  Vietnam. 

The  road  to  extrication  will  be  long,  painful,  bitter. 

But  it  must  be  trod. 

We  are  so  bogged  down  in  Vietnam  that  we  cannot  re- 
spond effectively  anywhere  else  in  the  world  to  a  military 
power  play  except  through  atomic  bombardment. 


We  are  mighty  fortunate  that  President  Johnson  is  re- 
sponsive over  the  long  haul  to  public  opinion,  a  public 
opinion  that  increasingly  recognizes  the  futility  of  ever 
more  escalation  in  Vietnam. 

We  brinked  on  diplomatic,  military,  economic,  philo- 
sophical, moral  bankruptcy. 

We  are  not  yet  much  back  from  the  precipice,  but  at 
least  we  are  now  swaying  in  the  right  direction. 

Let's  keep  our  fingers  crossed. 

And  our  ballots  ready. 
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VERY  IMPORTANT  PARTIAL  PROGRESS 


The  Free  World's  moneymen  and  their  governments 
have  responded  with  responsibility  and  common  sense  to 
the  gold-dollar  crisis.  Out  of  their  emergency  meeting  after 
the  late  Gold  Rush  came  the  Two-Tier  Gold  Price  which 
can  prove  of  lasting  value  if  we  will  right  our  wrong-too- 
long  dollar  imbalance.  At  the  very  least  the  double  standard 
has  provided  us  with  a  breathing  spell. 

From  the  Stockholm  conference  of  the  ten  major  mone- 
tary powers  emerged  a  long-sought,  essential  broadening 
of  the  monetary  base  for  the  Free  World's  trade  and  growth. 
The  establishment  of  Special  Drawing  Rights  will  provide 
a  sound  new  form  of  international  money  that,  over  the 
long  haul,  will  end  the  unsensible  inflexible  shortcomings 
of  total  dependence  on  an  inadequate  supply  of  an  intrinsi- 
cally unimportant  yellow  metal. 

Aside  from  the  monumental  importance  of  this  agree- 


ment, it  was  also  immensely  heartening  that  finally  the 
Common  Market  Five  stood  firm  against  the  petulant  ab- 
surdities of  Mr.  de  Gaulle.  It's  all  well  and  good  to  put 
up  with  an  endless  amount  of  posturing  by  this  silly  French 
Bast-ion — up  to  a  point.  But  the  stagnation  of  world  trade 
and  resultant  depression  are  a  bit  too  much  to  pay  for  the 
pleasure  of  a  kiss  on  both  cheeks  from  His  Serene  Senility. 

All  this  gold  progress  is  only  partial,  however. 

For  the  whole  system  to  get  back  in  kilter,  to  start 
working  again  as  it  should,  we  are  doubly  under  obligation 
to  begin  getting  our  own  monetary  house  in  better  order. 

This  year  we  will  turn  out  $840  billion  worth  of  things 
and  services — as   much   as   the   rest   of  the   Free   World. 

Wouldn't  it  be  the  height  of  asininity  to  cripple  this 
incredible  productivity  by  messing  everything  up  through 
a  continued  dollar  imbalance? 


"QUOTES" 


A  while  back  I  ran  an  editorial  on  "Quotes,"  mentioning 
that  they  were  too  good  not  to  be  widely  shared.  Herewith 
some  more: 

The  New  York  weatherman  commented  on  the  Bureau's 
forecast  of  a  '"few  snow  flurries"  that  turned  out  to  be  a 
10-inch,  blinding  snowstorm.  He  said  his  boys  had  been 
half  right,  i.e.,  predicting  correctly  the  direction  of  the 
storm  if  not  its  size.  Explained  he:  "The  operation  was 
successful  but  the  patient  died." 

A  TV  sportscaster,  reporting  a  pro  football  game 
played  in  subzero  weather,  said  he  was  going  to  cease 
talking  for  a  minute  and  "take  a  bite  of  my  coffee." 

Seatless  Congressman  Powell  interrupted  his  Bimini 
idyll  for  a  brief  sortie  to  California  and  was  asked  at  the 
airport  by  reporters,  "What  brings  you  to  Los  Angeles?" 

"National  Airlines,"  came  the  reply. 

A  top  bird  at  Singer,  commenting  some  years  ago  about 
the  effect  of  international  affairs  on  corporate  earnings: 
"Singer  has  survived  so  many  international  cataclysms 
that  nothing  short  of  a  worldwide  nudist  movement  would 
frighten  us." 

John  Crosby,  on  why  he  broadened  his  column  to  in- 
clude other  subjects  besides  TV:  "I  don't  mind  the  com- 
mercials. It's  the  programs  I  can't  stand." 

Soupy  Sales,  about  driving  in  New  York:  "New  York 


traffic  is  so  slow  that  you  have  to  slip  out  of  your  car  to 
hit  a  pedestrian." 

The  president  of  the  Bank  of  Las  Vegas,  explaining  why 
Howard  Hughes  decided  to  play  Monopoly  for  real  with 
block  after  block  of  inheritance-taxless  Nevada  real  estate: 
"There  are  very  few  places  in  America  he  could  afford 
to  get  caught  dead   in." 

A  Hollywood  wit,  commenting  on  the  record  attendance 
at  the  funeral  of  widely  disliked  Columbia  Pictures  mogul 
Harry  Cohn:  "It  proves  the  old  saying — give  the  people 
what  they  want  and  they'll  flock  to  see  it!" 

Wilson  Mizner,  Palm  Beach  character,  on  being  told 
that  President  Coolidge  was  dead:  "How  do  they  know?" 

Lastly  but  not  leastly,  the  inimitable  Bill  Buckley,  sug- 
gesting his  preference  for  the  Republican  ticket  this  fall: 
"Reagan,  Javits — with  perhaps  the  explicit  understanding 
that  if  President  Reagan  were  to  die  in  office.  Vice  Presi- 
dent Javits  would  hurl  himself  upon  the  funeral  pyre  in 
grief." 


THAT'S  LIFE 

When  you're  an  infant,  you  cannot  be  put  down  after 
feeding  until  you  have  burped.  When  you're  older,  every- 
body puts  you  down  if  you  do. 


—Malcolm  S.  Forbes, 

Editor-in-Chief 


Better  living, 
nore  people, 

to  double  world 
paper  demand 

by  1980. 


Vnd  Georgia-Pacific  will  be  ready! 


The  worlds  standard  of  living 
is  increasing  rapidly  as  countries 
begin  to  develop  their  growth 
potential.  And,  as  living  standards 
rise,  so  does  consumption  of 
products.  In  most  areas,  use  of 
building  materials,  chemicals  and 
paper  products  is  increasing 
dramatically. 

At  the  same  time,  world 
population  is  virtually  exploding 
—from  3^/2  billion  today  to  an 
estimated  7'/2  billion  people  by  the 
year  2000.  Taken  together, 
population  growth  and  better 
living  standards  point  to  dramatic 
increases  in  world  paper  demand. 


United  Nations  experts  predict 
demand  for  paper  and  paperboard 
in  1980  will  jump  111%  over 
1965  levels! 

Georgia-Pacific— one  of 


manufacturers  — is  planning  now 
for  these  increases. 

It  makes  real  sense  for  us 
to  play  a  major  role  in  the  world 
paper  market.  It's  a  growth  market. 


the  most  diversified  pulp  and  paper  We're  the  growth  company. 


TOTAL  ASSETS 


SALES  GROWTH        NET  INCOME 


PAPER  DEMAND 


61      62     '63     '64     '65      66 


61      62     '63    '84     '66     '66    '67 

_ .  -lA  PACIFIC  CORPORATION 


fA     h'j    -66    '67 


1965  1970  1975  1960 

SOURCE-  FAG  Of  UNITED  NATIONS 


For  further  Informotion  writB:  Georgio-Pocrf  ic  Corporatiorx  421  S.W  Sinth  Ave..  Portland.  Oregon  97204 

^l^k.  georgia-pacific/the  growth  company 

Plywood/  Paper/  Pulp  /  Chemicols /  Wood  Products / Gypsum  /  Natural  Gos  /  Metallurgical  Coal 


New  Goodyear  Polyglas  tire 

gives  you  up  to 

double  the  mileage 


1.  Squirm  erases  tire  tread. 

You  can't  see  it,  but  an  automobile  tire 
squirms  like  a  worm.  The  tread  constantly 
wriggles  and  writhes  on  the  road  .  .  .  rubs 
itself  away  like  an  eraser. 


2.  New  Polyglas  tire  fights  squirm. 

This  Polyglas  tire  has  a  polyester  cord  body 
plus  a  fiberglass  cord  belt.  Together  they  hold 
the  wide  tread  firm  on  the  road.  It  squirms  less 
...  so  it  wears  less. 


3.  After  20,027  miles— look! 

Both  these  tires  went  20,027  miles  under  iden- 
tical conditions.  The  Custom  Wide  Tread 
Polyglas  tire  (on  bottom)  still  has  plenty  of 
tread  left,  while  the  other  tire's  almost  bald. 
This  Polyglas  tire  gives  you  up  to  double  the 
mileage  of  our  best  selling  tires. 


The  Custom  Wide  Tread  Polyglas  tire 


4.  Only  Goodyear  has  it. 

This  new  Custom  Wide  Tread  Polyglas  tire  is 
the  only  tire  that  gives  you  all  that  extra  mile- 
age plus  a  smooth  ride.  At  slightly  higher  cost^ 
but  what  a  bargain  for  the  advantages  you  get 


« 


QOODfVEAR 


Polyolo.,  Custom  W.de  Treod-T.M.-.  The  Goodyeor  Tire  &  Rubber  Cotnpony,  Akron,  Ohio 
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Visions  of  Sugar  Plums 

Accompanied  by  denials  that  weren't  exactly  denials,  Cameo-Parkway  stock 
soared  on  the  wings  of  rumor.  But  now  the  stock  is  suspended  and  the  Ameri- 
can Stock  Exchange  is  undoubtedly  embarrassed  about  the  whole  thing. 


AMER  STK  EXCH  OPENING  PRICES 

OPENING  WAS  DELAYED   IN  CAMEO-PARKWAY 
RECORDS  ON  THE  AMEX  PENDING  ADDITIONAL 
INFORMATION  REQUESTED  BY  THE  EXCHANGE  FROM 
THE  COMPANY  -  THE  ISSUE  LAST  TRADED  ON 
THURSDAY  WHEN  IT  CLOSED  AT  55  1-8  OFF  I  3-8 


HE  STORY  OF  Cameo-Parkway 
ecords.  Inc.  is  a  story  of  human 
upidity.  human  gullibility,  and  the 
ulnerability  of  too  many  investors  to 
.imors  and  newspaper  releases  that 
:al!\  say  nothing  but  make  visions  of 
jgarplums  dance.  It's  also  a  story  that 
gain  raises  questions  about  the  Ameri- 
an  Stock  Exchange.  Questions  about 
rhether  all  the  efforts  to  reform  it 
avc  been  successful. 

One  of  the  wildest  stocks  of  the 
ear  on  the  never-placid  Amex, 
'ameo-Parkway.  soared  from  2%  in 
lay  1967  to  765/h  in  January  1968.  In 
leory,  a  S300  investment  would  have 
rown  to  58.000  in  a  shade  over  eight 
lonths.  On  Feb,  15,  it  closed  at  55 '/s. 
"he  next  day  the  Dow-Jones  ticker  re- 
orted  that  "Opening  was  delayed  in 
apieo-Parkway  Records." 

Cameo-Parkway  is  now  unmarket- 
ble.  The  Securities  &  Exchange  Com- 
lission  has  suspended  trading  in  its 
hares  both  on  the  Amex  and  over- 
fie-counter.  Amex  and  the  SEC  both 
re  conducting  investigations  of  its 
light  into  the  wild  blue  yonder. 

The  report  on  the  Dow-Jones  ticker 


was  phrased  so  blandly  it  went  almost 
unnoticed.  The  next  morning's  New 
York  Times  didn't  mention  it,  nor  did 
The  Wall  Street  Journal.  And  this  was 
understandable.  "Opening  was  delayed 
.  .  ."  That  hardly  sounded  like  a  ca- 
lamitous event. 

Actually,  the  Amex  had.  in  effect, 
halted  all  tradmg  in  the  stock.  But  in- 
stead of  lasting  only  a  few  hours,  the 
"delay"  lasted  a  full  week.  And  it 
became  official  the  following  week.  On 
Feb.  23,  the  SEC  ordered  a  "ten-day 
suspension  of  exchange  and  over-the- 
counter  trading  in  the  common  stock 
of  Cameo-Parkway,"  and  the  Amex 
quickly  obeyed  the  order.  The  suspen- 
sion has  since  been  extended.  Last 
week,  no  one  at  Amex  or  the  SEC 
had  any  idea  when  it  would  be  lifted. 
Suppose  it's  never  lifted,  what  then? 
a  spokesman  for  Amex  was  asked.  He 
smiled.  "It's  happened  before,"  he 
said.  "It  happened  to  Westec." 

In  the  Red.  Objectively,  except  for 
the  fact  that  some  investors  apparently 
need  guardians,  there  never  was  any 
reason  why  Cameo-Parkway  should 
have  risen  from  2%  to  76-% .  Cameo- 


Parkway  IS  a  very  small  company  and 
not  a  notably  successful  one.  It  pro- 
duces records  under  two  principal 
labels.  Cameo  and  Parkway.  Over  the 
years,  it  has  never  set  the  world  on  fire. 
In  the  fiscal  year  ended  June  30,  \-)bl. 
it  lost  $1.6  million,  or  $2.60  a  share, 
on  revenues  of  $3.9  million. 

It  was  then  owned  by  two  Dallas 
corporations.  Vending  Corp.  and  Cam- 
way,  Inc.,  but  soon  after,  on  July  28. 
two  New  Yorkers  bought  them  out. 
One,  Allen  Klein,  purchased  297,000 
shares,  48.5%  of  the  612,950  out- 
standing; the  other.  Abbey  Butler, 
50,000  shares,  8.1%.  They  paid  $1.75 
a  share. 

There  was  a  curious  provision  in  the 
deal;  "If  the  shares  of  common  stock 
listed  on  the  American  Stock  Exchange 
are  removed  from  listing  by  the  ex- 
change on  or  before  July  28,  1968 
solely  on  the  ground  that  the  com- 
pany had  not  operated  at  a  net  profit 
in  the  last  three  successive  fiscal  years, 
the  latest  of  which  ended  June  30, 
1967,  Messrs.  Klein  and  Butler  have 
the  right  to  rescind  the  purchase." 
Clearly,  the  buyers  regarded  the  Amex 


listing  as  a  valuable  asset. 

Shortly  after  the  change  of  control, 
the  stock  started  to  move.  Rumors 
were  abroad  that  Cameo-Parkway 
would  soon  announce  several  valu- 
able acquisitions.  One  of  the  rumors 
appeared  in  Variety,  the  entertain- 
ment   industry's    favorite   publication. 

Giving  the  rumors  credence  was  the 
fact  that  Klein  has  been  extraordinarily 
successful  in  the  entertainment  busi- 
ness. A  former  accountant,  he  owns, 
among  other  things,  Allen  Klein  & 
Co.,  which  has  some  of  the  world's 
leading  performers  under  contract,  in- 
cluding The  Rolling  Stones,  Herman's 
Hermits,  Bobby  Vinton,  The  Yard- 
birds,  The  Kinks.  Donovan,  Lulu  and 
The  Animals.  Allen  Klein  &  Co..  more- 
over, holds  157,000  shares  of  Metro- 
Goldwyn-Mayer  common  worth  $6.8 
million,  and  Klein  personally  has  very 
solid  connections  with  the  management 
of  M-G-M.  He  gave  the  management 
unstinting  support  during  its  recent 
successful  fight  to  prevent  Philip  J. 
Levin,  a  New  Jersey  realtor,  from  tak- 
ing over  the  company  (Forbes,  June 
15,  1966).  With  the  rumors  flowing, 
the  Amex  demanded  a  statement  from 
Klein. 

No,  But — On  Aug  1  1  came  the  first 
of  the  newspaper  releases  that  were  to 
flow  from  Rogers,  Cowan  &  Brenner, 
Inc.,  Klein's  public  relations  firm.  It 
said:  "Cameo-Parkway  Records,  Inc., 
in  commenting  on  the  recent  activity 
of  its  shares  of  common  stock  on  the 
American  Stock  Exchange,  stated  that 
it  has  not  entered  into  any  material 
contracts  with  respect  to  its  business 
or  any  related  business.  However, 
Cameo  is  presently  actively  negotiating 
with  several  companies  in  the  enter- 
tainment field.  .  .  ." 

Was  that  a  denial?  Yes,  but  it  also 
kept  hope  alive. 

On  Aug.  17,  the  rush  started. 
Again,  a  press  release,  insisted  on  by 
the  Amex,  Klein  says.  In  it  Cameo- 
Parkway  announced  it  had  reached 
an  agreement  "in  principle  with  the 
management  of  M-G-M  Records,  a 
division  of  Metro-Goldwyn-Mayer, 
Inc.  for  the  marketing  by  M-G-M  of 
Cameo-Parkway  records  in  the  U.S." 
The  release  went  on:  "If  approved  by 
M-G-M's  board,  M-G-M  will  advance 
Camoo-Parkwav  approximately  $1 
million.  .  .  "  The  deal  did  go  through. 

Such  deals  are  not  unusual  in  the 
record  business.  If  Cameo-Parkway 
could  turn  out  a  series  of  hit  records, 
$1  million  would  prove  a  piddling  sum 
to  have  paid  for  the  rights  to  distribute 
them.  However,  there  was  one  man  in 
the  record  business  who  found  the  deal 
startling,  to  say  the  least. 

Until  Klein  and  Butler  took  over 
Cameo-Parkway.  Neil  Bogart  was  vice 
president  and  sales  manager;  in  effect, 


"/  just  hope  the 
little  people  don't  get  hurt." 

— Allen  Klein 


he  was  running  the  company.  Asks 
Bogart:  "Why  did  they  pay  him  $1 
million  for  the  distribution  rights 
when  they  could  have  bought  the 
whole  company  for  $600,000,  which 
is  about  what  Klein  and  Butler  paid 
for  it?" 

Rumors  continued  to  fly  through 
Wall  Street.  This  time,  the  rumor- 
mongers  said  that  Cameo-Parkway  was 
about  to  merge  with  Allen  Klein  & 
Co.  Visions  of  sugarplums!  According 
to  Klein,  Allen  Klein  &  Co.  has  reve- 
nues of  about  $10  million.  How  much 
of  that  is  profit  an  outsider  can  only 
guess.  A  major  business  magazine 
guessed  that,  if  Cameo-Parkway  ab- 
sorbed Allen  Klein  &  Co.,  the  result 
would  be  $2  a  share  in  earnings. 

By  Aug.  29,  Cameo-Parkway  stock 
had  risen  2214  points  in  just  a  month 
— up  220%.  Amex  became  con- 
cerned. "The  American  Stock  Ex- 
change is  taking  a  look  at  the  trading 
in  this  issue,  in  view  of  the  large 
increase  in  its  price  and  the  high  vol- 
ume," an  official  announced.  The  ex- 
change ordered  Klein  to  issue  a  clar- 
ifying statement.  One  soon  arrived 
from  his  public  relations  firm:  "Allen 
Klein,  the  controlling  stockholder  of 
Cameo-Parkway  Records,  Inc.  (Amex) 
since  July  1967,  announces  that  he  is 
exploring  the  possibility  of  combining 
with  Cameo  the  [private]  companies 
directly  and  indirectly  owned  by  him." 

The  newspaper  release  hadn't  really 
said  that  Cameo-Parkway  would  ab- 
sorb Allen  Klein  &  Co.,  merelv  that  he 
was  exploring  the  possibility.  However, 
cupidity  often  is  synonymous  with  stu- 
pidity, and  the  rush  became  a  stam- 
pede. Klein  told  a  newspaper  reporter: 
"What  I  don't  want  to  do  is  promote 
the  stock.  I  just  hope  the  little  people 
don't  get  hurt." 

The  publicity  machines  kept  whir- 
ring. On  Oct.  17,  they  spewed  forth 
another  newspaper  release  "comment- 
ing on  reports  that  [Cameo-Parkway] 
has  been  negotiating  with  Merco  En- 
terprises [a  distributor  of  records  to 
stores]."  The  talks,  said  the  release, 
were  "only  exploratory." 

Klein  says  the  Amex  demanded  the 
release. 

On  Oct.  26.  another  press  release: 
Cameo-Parkway  announced  that  it  had 
agreed  in  principle  to  acquire  Klein's 
operations  for  Cameo-Parkway  stock 
that  "may  have  a  value  of  as  much  as 
$15  million."  The  release  said  the  de- 
tails hadn't  yet  been  worked  out.  They 
were    awaiting,    among    other    things, 


"independent  evaluation  of  both  firms 
and  an  audit  as  of  Sept.  30,  1967,  of 
the  Klein  organization,  which  already 
has  commenced." 

Releases,  Releases.  On  Dec.  28: 
"Cameo-Parkway,  commenting  on  re- 
cent reports  with  regard  to  agreements  ' 
between  it  and  Chappell  Music  [a , 
large  British  and  American  music  pub- 
lishing concern  owned  by  the  estates 
of  the  late  Louis  and  Max  DreyfusI 
-  as  well  as  with  The  Beatles  [who  are,' 
of  course,  the  biggest  thing  in  records], 
said  that  while  it  is  currently  engaged 
in  discussions  relative  to  the  acquisi- 
tion of  the  Chappell  stock  nothing  has 
•^een  concluded  nor  can  there  be  any 
assurances  that  anything  will.  .  .  . 
Cameo-Parkway  went  on  to  state  that 
it  has  no  agreement  with  The  Beatles 
nor  is  it  engaged  in  any  negotiations 
with  them  at  this  time."  Cameo-Park- 
way was  now  selling  at  62'/2. 

That  same  day.  Abbey  Butler,  who 
until  then  had  been  a  registered  rep- 
resentative of  the  First  Prudential 
Corp.,  opened  a  brokerage  office  at 
50  Broadway  after  registering  with 
the  SEC  and  the  National  Association 
of  Securities  Dealers.  Shortly  before, 
Butler  had  resigned  as  a  director  of 
Cameo-Parkway.  In  his  new  firm,  he 
listed  his  partners  as  Robert  C.  Von 
Ohlen,  a  former  booth  representative 
of  Merrill  Lynch,  Pierce,  Fenner  & 
Smith,  and  Joseph  Palmeri,  a  former 
floor  partner  of  Diamond,  Turk  &  Co., 
a  brokerage  house.  The  firm  listed 
assets  of  $750,000.  including  $67,388 
on  deposit.  Butler  was  a  major  stock- 
holder of  Cameo-Parkway,  with  8.1% 
of  the  stock.  Whether  he  still  is  re- 
mains unknown:  his  resignation  as  a 
director  freed  him  from  the  obliga- 
tion of  filing  insider  reports.  Whether 
there  is  any  connection  between  the 
founding  of  his  firm  and  the  activity 
in  the  stock,  no  one  will  say — and 
that  includes  Butler. 

On  Jan.  18,  Cameo-Parkway 
reached  its  high  of  76^8.  Then,  on 
Jan  22.  another  newspaper  release: 
"Negotiations  between  Cameo-Park- 
way and  Merco  Enterprises,  Inc.  have 
been  terminated."  The  stock  slipped 
to  68 '/4. 

The  stock  kept  slipping  and  sliding. 
On  Jan.  31.  it  opened  at  60'/2,  but  the 
next  day  there  was  good  news  again. 
A  newspaper  release  from  Rogers, 
Cowan  &  Brenner  announced  that 
Cameo-Parkway  and  M-G-M  jointly 
were  negotiating  to  buy  Chappell 
Music.  The  estimated  price:  $60  mil- 
lion. The  plan  was  for  Cameo-Park- 
way to  buy  the  company  and  then 
sell  the  foreign  operations  to  M-G-M. 
Cameo-Parkway  promptly  went  to 
72 '/4. 

On  Feb.  15,  Rogers,  Cowan  & 
Brenner  announced  the  deal  had  fallen 
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irough.  The  next  morning,  so  many 
11  orders  poured  in  that  hasty  Amex 
itimates  indicated  the  stock  would 
pen  20  points  below  the  previous 
osing  price.  That  is  why  Amex  de- 
ded  to  delay  the  opening. 

Looking  into  the  amazing  rise  of 
ameo-Parkway,  the  SEC  has  come 
;ross  a  fact  that  bothers  it.  The 
;wspaper  release  of  Oct.  26,  an- 
juncing  the  contemplated  merger  of 
ameo-Parkway  and  Allen  Klein  & 
0.,  which  gave  such  impetus  to 
ameo-Parkway  stock,  said  consum- 
ation  of  the  deal  was  awaiting  an  "in- 
jpendent  evaluation  of  both  firms, 
id  an  audit  .  .  .  which  already  has 
)mmenced."  Says  the  SEC:  "The 
ommission  is  advised  that  the  audit 
the  Klein  companies  was  discon- 
lued  shortly  after  its  inception  and 
as  not  resumed  until  recently.  Pur- 
er, no  independent  evaluation 
ther  of  Cameo-Parkway  or  of  the 
lein  companies  has  been  initiated  to 
Ue.  .Accordingly,  no  current  or  past 
lancial  information  is  available  with 
spect  to  Allen  Klem  &  Co.,  Inc." 

Why  the  Volume?  Another  nagging 


From  the  w^v  Cameo-Parkway 
stock  rose  straightway  into  space, 
one  might  have  imagined  that 
great  thmgs  were  happening  in  the 
company.  The  contrary  is  true. 
During  the  first  six  months  of 
fiscal  1968,  which  ended  Dec.  31, 
Cameo-Parkway  did  show  a  profit 
of  $150,163  (including  a  $76,870 
tax-loss  carry  forward)  on  reve- 
nues of  $2  million.  However,  this 
naturally  was  the  result  of  record- 
ings that  had  been  made  or  decided 
upon  before  Allen  Klein  and  Abbey 
Butler  took  over  the  company. 
Until  Klein  and  Butler  came  on 
the  scene,  Cameo-Parkway  was  re- 
leasing two  records  a  week.  In  the 
past  six  months,  according  to  in- 
dustrv  sources,  it  has  released  only 
five  or  six.  At  M-G-M  Records, 
which  distributes  Cameo-Parkway 
Records,  an  official  said:  'That  fig- 
ure is  about  right." 

One  reason  is  that,  soon  after 
Klein  and  Butler  moved  in,  Neil 
Bogart.  vice  president  and  sales 
manager,  moved  out,  followed  by 
several  of  the  company's  top  em- 
ployees and  by  its  best-selling  act, 
The  Five  Stair  Steps  and  Cubic. 
They  went  to  Kama-Sutra  Pro- 
ductions, a  rival  company.  Klein 
is  now  suing  Bogart,  charging  him 
with  having  been  responsible  for 
the  departure  of  both  the  employ- 
ees and  The  Five  Stair  Steps  and 


fact:  Excluding  the  stock  owned  by 
Klein  and  Butler,  only  265,950  shares 
were  in  the  hands  of  the  public.  Yet, 
from  the  amount  of  trading  on  the 
Amex,  one  might  have  imagined  that 
Cameo-Parkway  was  a  major  corpora- 
tion. On  Jan.  24,  the  volume  reached 
20,700  shares:  on  Feb.  1,  25,900:  on 
Feb.  2,  24,500;  on  Feb.  9,  32.700.  A 
good  deal  of  the  volume  represented 
short  sales.  The  15-man  specialist 
team,  headed  by  John  J.  Mann  &  Co., 
which  handled  Cameo-Parkway,  had 
a  busy  time. 

The  SEC  is  now  insisting  upon  a 
statement  from  Klein  presenting  "ade- 
quate information  necessary  for  share- 
holders and  prospective  investors  to 
make  an  informed  investment  judg- 
ment "  Until  he  does,  the  SEC  will 
not  permit  trading  in  Cameo-Parkway 
stock  again  Asked  when  he  exoected 
to  receive  such  a  statement,  Mahlon 
Frankhauser.  New  York  reaional  ad- 
ministrator of  the  SEC.  replied:  "Not 
for  at  least  30  days.  In  fact,  I  can't 
say  for  certain  we'll  ever  get  a  satis- 
factory statement." 

On  the  question  of  whether  the  m- 

~  THE  MUSES  ARE  MUTE- 


vestigations  they  are  conducting  in- 
volve the  possibility  of  illegal  manipu- 
lation of  Cameo-Parkway  stock,  both 
Amex  and  the  SEC  are  character- 
istically cryptic.  Says  a  spokesman  for 
Amex:  "All  we  can  say  is  that  a  full 
investigation  of  the  whole  matter  is 
under  way.  Until  it's  completed,  we 
can't   say   anything   more." 

Interviewed  by  Forbes  a  few  days 
ago  in  Manhattan,  Klein  insisted  that 
he  does  indeed  intend  to  merge 
Cameo-Parkway  with  his  private  en- 
terprises. Says  he:  "I  knew  the  com- 
pany was  bankrupt  when  I  bought  it. 
My  objective  was  to  make  my  own 
company  public.  I  told  the  Amex  that 
if  they  were  going  to  suspend  the 
stock  they  should  have  done  it  a  year 
ago." 

Where  does  all  this  leave  the  ordi- 
nary investor  who,  attracted  by  the 
rumors,  the  excitment,  the  activity, 
bought  Cameo-Parkway  near  its  high? 
For  the  moment  at  least,  holding  the 
bag.  And  where  does  it  leave  the 
Amex'  reputation  for  running  an  or- 
derly auction  market?  Slightly  tar- 
nished.   ■ 


Cubic.    The   suit   asks   for   $6   mil- 
lion in  damages. 

Bogart    and    the    employees,    in 
turn,  are  suing  Cameo-Parkway  for 


$1.6  million.  They  charge  the  com- 
pany with  having  caused  them  great 
embarrassment  by  refusing  to  pay 
bills  they  ran  up  for  expenses. 


Ex-Cameo  Stars:  T/ie  Five  Sialr  Steps  and  Cubic 
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The  Waiting  Game 

Combustion  Engineering  played  it  cautious  in  nu- 
clear power,  and  plans  to  do  so  again  in  breeder 
reactors.  But  a  cautious  game  also  has  its  risks. 


Ever  since  the  end  of  World  War  II, 
Combustion  Engineering,  long-time 
supplier  of  boilers  and  related  steam- 
generating  gear  to  the  electric  utilities 
and  to  industry  in  general,  had  been 
splitting  about  80%  of  the  big-time 
boiler  business  with  competitor  Bab- 
cock  &  Wilcox.  Then  the  whole  nature 
of  the  market  changed,  bringing  in 
some  formidable   new  competitors. 

The  change  was  the  long-heralded 
arrival  of  nuclear  power.  CE's  ex- 
perience was  in  equipment  designed 
for  the  so-called  fossil  fuels  (coal, 
oil,  gas).  In  fossil-fueled  power  plants, 
a  utility  would  customarily  buy  its 
steam-generating  boiler  systems  from 
CE  or  B&W,  then  combine  them  with 
Westinghouse  Electric  or  General 
Electric  turbines  and  generators.  But 
a  nuclear-fueled  power  plant  presents 
sharply  different  technical  problems 
from  a  fossil-fueled  one.  The  utilities, 
nervous  about  their  inexperience  in 
nuclear  energy  to  begin  with,  were 
happy  to  turn  both  ends  of  the  job 
over  to  a  single  supplier.  And  GE  and 
Westinghouse  were  quick  to  move  in. 

Not  that  Combustion  Engineering 
failed  to  see  nuclear  power  coming. 
Along  with  GE,  Westinghouse  and 
B&W,  it  got  its  feet  wet  in  the  field 
with  government  contracts  after  World 
War  II.  But  running  experimental  re- 
actors was  at  best  a  break-even  propo- 
sition; so  President  Joseph  Santry, 
uncle  of  current  CE  President  Arthur 
Santry  Jr.,  decided  to  get  out  at  about 
the  same  time  as  B&W,  leaving  GE 
and  Westinghouse  a  clear  field.  "It 
took  very  large  amounts  of  money  to 
get  started  in  this  nuclear  business," 
says  Arthur  Santry.  "We  never  de- 
luded ourselves  into  thinking  we  were 
GE  or  Westinghouse.  You  can't  fool 
yourself.  You  have  to  keep  the  com- 
pany going,  and  we  could  not  afford 
to  lose  those  millions  of  dollars." 

So  Combustion  Engineering  diversi- 
fied instead.  In  1957  it  bought  out,  for 
$4  million,  partner  B&W's  interest 
(each  owned  44%)  in  Lummus  Co., 
a  big  designing,  engineering  and  con- 
struction firm  that  promptly  got  into 
profit  trouble.  It  also  got  into  what  one 
executive  describes  as  "a  pretty  lousy 
thing  called  soil  pipe,"  used  for  waste 
disposal.  "We  put  a  lot  of  money  into 
an  automatic  soil  pipe  foundry."  he 
adds,  "and  I  think  we  didn't  come  out 
so  well  profit-wise.  We  finally  got  rid 
of  it  five  years  ago."  And  in  1965 
CE  laid  out  $51  million  cash  for  Na- 
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tional  Tank  Co.,  an  oil-  and  gas-equip- 
ment maker. 

But  by  the  mid-1960s  the  market 
for  nuclear  power  plants  was  growing 
so  furiously  that  President  Arthur 
Santry  decided  CE  could  no  longer 
afford  to  stay  out.  His  decision  was 
helped  by  order  backlogs  at  GE  and 
Westinghouse  that  were  beginning  to 
stretch  into  the  early  1970s,  and  also 
by  the  obvious  desire  of  the  Atomic 
Energy  Commission,  the  Justice  De- 
partment and  other  government  agen- 
cies to  keep  atomic  power  from 
remaining  a  two-horse  race.  In  1966 
CE  was  able  to  break  into  the  field 
with  two  orders  for  nuclear  systems 
and  in  1967  it  contracted  for  five 
more,  giving  it  just  under  10%  of  the 
nuclear  contracts  let  so  far  vs.  slightly 
under  45%  for  GE,  close  to  35%  for 
Westinghouse  and  between  10%  and 
15%  for  B&W.  Santry's  goal  is  25% 
of  a  contract  total  estimated  at  the 
end  of  1967  at  $5  billion. 

"We're  moving  back  into  the  mar- 
ket that  was  temporarily  taken  by 
GE  and  Westinghouse,"  explains  CE 
Administrative  Vice  President  Thomas 
A.  Ennis.  "They  decided  that  they 
were  going  to  get  into  our  business, 
which  is  what  it  was." 

A  Question  of  Standing.  In  the 
meantime,  CE  has  done  quite  well. 
Aided  by  its  acquisitions  which  bene- 
fited from  a  capital  goods  boom  that 
spurred  both  its  equipment  sales  and 
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the  bookings  of  its  Lummus  subsid 
ary,  and  by  the  relentless  growth  oi 
the  utility  market,  CE's  sales  have' 
nearly  doubled  to  $689  million  in 
ten  years,  while  per-share  earnings 
have  more  than  doubled  from  $2.68- 
$5.53. 

At  the  same  time  CE  still  holds  ii 
traditional  40%  market  share  in  foi 
sil-fuel  units,  whose  output  has  hel 
steady  despite  the  rush  toward  nude 
systems.  Thus  Santry  can  make  a  gooi 
case  for  the  corporate  strategy  of  the 
past  decade.  He  points  out  that  CE  did 
well  in  sales  and  profits  and  yet  avoid- 
ed the  bloody  and  costly  business  of 
trying  to  break  into  nuclear  power  in 
its  pioneering  days.  Now  he  is  getting 
in  at  a  time  when  the  market  both 
can  support  and  wants  additional  sup- 
pliers. Santry  thinks  CE  can  hold  its 
40%  of  the  fossil-fuel  boiler  business 
and  pick  up  25%  of  the  nuclear  mar- 
ket. (B&W,  in  both  markets  longer 
than  CE,  is  aiming  for  the  same  40% 
and  25%  market  shares.) 

The  next  step  in  reactor  technology  j 
is  expected  to  be  the  breeder  reactor, : 
which  creates  fuel  in  the  process  of 
consuming    it.    This    should    cut    fuel 
costs    significantly    for    nuclear-gener- 1 
ated   electricity.   The   Atomic   Energy 
Commission  expects  breeder  reactors 
to  be  commercially  available   by  the 
late  1970s. 

Combustion  Engineering  might 
seem  to  be  in  a  good  position  to  take 
the  lead  in  this  new  market.  After  all,  1 
its  vice  president  for  research.  Dm 
Walter  H.  Zinn,  is  a  nuclear  physicist 
who  helped  develop  the  first  experi- 
mental breeder  reactor  in  1951. 

But  here  again  CE  prefers  to  wait. 
"We're  doing  a  certain  amount  of 
research  work  in  the  breeder  field," 
reports  Vice  President  Ennis.  "We'll 
be  prepared  at  the  proper  time  to 
supply  breeder  reactors  to  our  cus- 
tomers if  they  want  them.  But  we 
couldn't  afford  a  breeder  reactor  now." 
Adds  President  Santry:  "It  wouldn't 
surprise  me  if  we  were  not  first  with 
the  breeder." 

In  a  sense  this  kind  of  waiting 
strategy  seems  a  shrewd  choice  for  a 
smaller  company  trying  to  compete 
with  GE  and  Westinghouse.  But  there 
are  risks  and  penalties  to  a  waiting 
game.  The  price  for  CE  to  date  has 
been  that  Santry  will  settle  for  a 
smaller  share  of  the  nuclear  market 
than  he  has  in  fossil  fuels.  And  he  may 
not  get  even  the  25%  he  is  shooting 
for.  Even  now,  B&W  has  more  nuclear 
contracts  than  CE.  And  Gulf  Oil  and 
North  American  Rockwell  in  addition 
to  several  European  companies  are 
looking  for  ways  to  get  into  the  nu- 
clear-energy business.  There  is  always 
the  risk  that  in  waiting,  CE  may  wail 
too  long.  ■ 
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Kaiser's  Global  Empire 

A  conglomerate  that  expands  without  acquisitions,  Kaiser  Indus- 
tries has  become  a  truly  global  enterprise,  thanks  to  its  founder's 
determined  refusal  to  let  caution  get  in  the  way  of  opportunity. 


Chairman  Edgar  F.  Kaiser  of  Kaiser 
Industries  Corp.  liices  to  recall  the 
resolution  his  father,  the  late  Henry 
J.  Kaiser,  made  during  the  late  1920s. 
Kaiser's  small  West  Coast  construction 
company  was  engaged  in  its  first  big 
overseas  job.  a  ZOO-mile  road-building 
project  through  the  back  country  of 
Cuba.  He  finally  ended  up  making 
money  on  the  job.  but  Henry  J.  was 
thoroughly  disillusioned  by  the  po- 
litical difficulties  and  bribery  attempts 
he  was  exposed  to  in  order  to  complete 
it.  At  one  point  the  job  was  summarily 
shut  down  when  Henry  J.  refused  to 
play  bail  with  a  balky  government  of- 
ficial. "We  damn  near  couldn't  finance 
it  for  a  while."  says  Edgar,  who  was 
then  in  his  late  teens.  As  Edgar  recalls 
the  scene,  his  father,  normally  an  ir- 
repressible optimist,  slammed  his  mas- 
sive fist  down  hard.  "If  that's  the  way 
it  works,  we  will  never  go  overseas 
again!" 

Henry  Kaiser  stuck  by  those  words 
for  more  than  two  decades.  "He  was 
quite  adamant  about  it."  says  Kaiser 
Industries  President  Eugene  E.  Tref- 
ethen  Jr..  a  veteran  of  42  years  with 
the  Kaiser  enterprises.  Together,  the 
two  Kaisers  and  Tretethcn,  plus  a 
handful  of  close  associates  who  today 
run  the  major  segments  of  the  Kaiser 
empire,  turned  their  efforts  towards 
expanding  in  the  U.S.  During  the 
Thirties  and  Forties  they  moved  from 
construction  into  cement  and  ship- 
building, then  into  steel,  aluminum 
and  autos.  making  the  Kaiser  name 
one  of  the  most  famous  in  American 
industry. 

Then,  in  the  Fifties  and  Sixties, 
when  financially  oriented  entrepre- 
neurs were  deliberately  building  corpo- 
rate conglomerates  through  flamboyant 
acquisition  programs,  the  Kaisers  built 
their  own  conglomerate.  But  theirs  is 
unique:  It  was  built  almost  entirely  by 
internal  expansion  or  by  starting  whole 
new  companies  from  scratch. 

In  the  process,  the  heirs  of  Henry 
J.  have  completely  abandoned  the 
founder's  fist-pounding  resolution  of  40 
years  ago  and  have  become  business 
citizens  of  the  world.  Today  Kaiser 
ranks  along  with  such  great  firms  as 
Coca-Cola,  National  Cash  Register, 
Jersey  Standard  and  International 
Business  Machines  as  a  truly  global 
enterprise.  During  the  Fifties  and  Six- 
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No  Break.  Henry  Kaiser's 
dream  of  family  dynasty  came 
true  when  his  son  Edgar 
(above)  succeeded  him.  Even 
when  Eugene  Trefethen  (be- 
low) became  president,  Henry 
J.  _  saw  no  break  in  the  dy- 
nasty. Said  he:  "He  is  as 
much  my  son  as  Edgar."  Next 
in    line:    Edgar  Jr.,    age    25. 


ties,  as  the  senior  Kaiser  tapered  off 
from  active  management,  Edgar  Kai- 
ser and  Gene  Trefethen  pushed  their 
enterprises  abroad.  By  the  time  Henry 
J.  died  last  August  at  the  age  of  85, 
his  family-controlled  Kaiser  Industries 
and  its  60-odd  divisions  and  subsidi- 
aries (see  chart,  p.  32)  literally  circled 
the  globe.  Of  a  combined  dollar  vol- 
ume of  $2  billion  last  year,  Kaiser 
grossed  $500  million  outside  the  U.S. 
The  figure  becomes  much  higher  when 
the  total  sales  of  Kaiser's  35-odd  for- 
eign affiliates  are  included. 

Today  Henry  Kaiser's  successors 
operate  from  a  spectacular,  curved 
glass-and-concrete  headquarters  in 
Oakland,  Calif.  From  there  they  look 
out  over  the  Pacific  and  at  the  world 
beyond.  On  the  wall  of  virtually 
every  top  Kaiser  executive  hangs  a 
map  of  the  world,  a  constant  reminder 
of  the  company's  focus.  In  President 
Trefethen's  office  a  bank  of  clocks 
shows  the  time  all  over  the  world, 
phone  lines  around  his  massive  con- 
ference-table desk  connect  to  Kaiser 
operations  on  every  continent. 

"We  don't  merely  think  as  an 
American  company  with  extensions 
overseas,"  says  Trefethen,  the  em- 
pire's strong  second-in-command. 
"We  think  in  terms  of  a  global  enter- 
prise, a  company  of  the  world  rather 
than  of  any  one  country." 

So  Many  with  So  Much 

If  a  latecomer  to  the  foreign  field. 
Kaiser  has  been  no  laggard.  At  this 
moment  Kaiser  Steel  is  mining  and 
pelletizing  iron  ore  in  Western  Aus- 
tralia, coal  in  British  Columbia  and 
has  contracts  to  ship  huge  quantities 
of  both  to  Japan.  Kaiser  Aluminum  is 
digging  bauxite  and  producing  alumina 
in  Jamaica,  India  and  Australia,  and 
may  soon  add  similar  operations  in 
Surinam.  It  is  mining  nickel  in  New 
Caledonia  and  expects  to  develop  large 
phosphate  deposits  in  Peru. 

Kaiser  Cement  is  operating  in  Oki- 
nawa and  Thailand,  mining  gypsum 
rock  in  Mexico  and  thinking  of  build- 
ing an  oil  refinery  in  the  Ryukyu  Is- 
lands. Kaiser  Jeep  is  assembling  autos 
in  34  foreign  nations  and  selling  in 
more  than  115.  The  Kaiser  Engineers 
division  is  working  on  hydroelectric 
facilities  in  Venezuela,  Brazil  and  the 
Ivory    Coast,     aluminum     plants     in 
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Ghana,  Jamaica,  India  and  Australia, 
desalinization  plants  in  Israel,  and  the 
South  Pacific* 

The  Die  Was  Cast 

This  determined  corporate  interna- 
tionalism grew  out  of  no  great  plan 
or  great  dream.  It  was  the  inevitable 
result  of  an  old  Kaiser  rule:  When 
you  see  an  opportunity,  grab  it.  Henry 
Kaiser  practiced  this  principle  with 
an  almost  religious  fervor.  He  went 
into  aluminum,  for  example,  because 
he  thought  the  auto  of  the  future 
would  be  made  of  aluminum.  His 
reasons  were  wrong,  but  his  direction 
was  right,  and  the  failure  in  autos 
(Kaiser-Frazer)  didn't  stop  him  from 
making  a  mighty  success  in  aluminum. 
He  clearly  succeeded  in  passing  his 
philosophy  along  to  his  son  Edgar  and 
to  Gene  Trefethen. 

Edgar  Kaiser,  lean,  thoughtful,  gra- 
cious in  manner,  had  been  at  his 
father's  side  in  business  dealings  since 
he  was  a  schoolboy.  His  first  major 
job  was  as  a  manager  on  the  Bonne- 
ville Dam  construction  project  during 
the  Thirties.  Later  on  he  was  general 
manager  of  the  ill-fated  Kaiser-Frazer 
auto  venture  and  became  Kaiser  In- 
dustries' president  in  1956.  Strong, 
quiet  Gene  Trefethen  was  a  fraternity 
brother  of  Edgar  (Chi  Psi)  at  the 
University  of  California.  He  caught 
Henry  J.'s  eye,  was  brought  along  in 
key  positions  in  almost  every  Kaiser 
company  and  became  Kaiser  Indus- 
tries' executive  vice  president  in  1956. 
He  was  made  president  in  December 
of  last  year,  when  Edgar  moved  up  to 
become  chairman. 

And,  "follow  your  opportunities 
wherever  they  may  lead,"  remains 
the  Kaiser  motto.  Trefethen  puts  it 
simply:  "The  main  reason  we  became 
a  global  company  was  that  the  busi- 
nesses Mr.  Kaiser  got  us  into  were,  by 
their  very  nature,  global  businesses." 

Kaiser  was  not  long  in  the  alu- 
minum business,  for  example,  before 
it  was  realized  that  it  needed  to  control 
large  supplies  of  bauxite,  the  raw  ma- 
terial from  which  alumina,  and  in  turn 
aluminum,  are  made.  Where  could 
the  company  find  bauxite?  Overseas. 
So  in  1947  Henry  Kaiser  accepted  the 
inevitable  and  purchased  bauxite  prop- 
erties in  Jamaica.  His  resolution  never 
to  go  overseas  was  doomed  the  mo- 
ment he  decided  to  enter  the  alumi- 
num business. 

Kaiser's  rapid  growth  in  aluminum 
— it  now  ranks  as  one  of  the  industry's 
Big  Four  along  with  .Muminum  Co.  of 


'Kaiser's  smaller  companies  nauer  aroadcasting 
(nine  television  and  radio  stations^,  Kaiser  Aero- 
space &  Electronics  (rocket  engine  no?zles,  aircraft 
components  and  electronic  equipment)  and  Kaiser 
Hawaii  Kai  (residential  real-estate  de.elopment)- 
are  less  adaptable  to  overseas  expansion  <ind  oper- 
ate in  the  U.S. 
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Steel.  Born  of  Kaiser's  war- 
time shipbuilding  operations, 
Kaiser  Steel  now  dominates 
the  West  Coast  steel  market. 
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International.  Kaiser 
moved  abroad  in  cement 
as  in  everything  else.  Be- 
low, Kaiser's  Ryukyu  Ce- 
ment affiliate  on  Okinawa. 
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America,*  Reynolds  Metals  and  Can- 
ada's Alcan  Aluminium — soon  forced 
it  to  find  additional  overseas  bauxite. 
It  obtained  deposits  in  India  and  Aus- 
tralia. In  doing  so,  Kaiser  saw  a 
chance  to  steal  a  march  on  its  competi- 
tors. Reynolds  and  Alcoa  originally 
went  abroad  to  build  fabricating  facil- 
ities that  would  use  their  surplus  U.S. 
metal  production.  This  was  good  for 
the  shipping  business,  but  it  did  run 
up  costs.  To  Kaiser  it  made  more 
sense  to  build  integrated  operations 
abroad.  So  it  b^gan  locating  alumina 
and  aluminum  reduction  plants  close 
by  to  its  bauxite  mines  in  India  and 
Australia.  It  is  currently  in  the  process 
of  doing  the  same  in  Jamaica. 

It   was   failure,    however,    that    led 
Kaiser  into  the  auto  business  abroad. 
By  1953,  Kaiser-Frazer  Corp.  was  in 
its  death  throes.  As  the  Kaisers  pon- 
dered  their  bleak   future   in   autos,   a 
chance  came  along  to  buy  Willys-Over- 
land   Motors,    builder   of   the    famed 
Jeep.   Kaiser   saw   a    way   to   salvage 
some    of     his     Kaiser-Frazer    losses. 
Willys  had  an  established  South  Amer- 
ican   operation:    Willys-Overland    do 
Brasil.     Kaiser    bought     Willys,    and 
closed   down   Kaiser-Frazer   in    1954. 
Subsequently  it  shipped  some  of  the 
latter's   equipment   to    Brazil    and    its 
tools  and  dies  to  a  new  auto  company 
it   started    in    Argentina.    There    they 
could  be  used  to  recover  U.S.  losses. 
Kaiser  has  since  sold  out  its  opera- 
tions in  Brazil  and  Argentina,  but  the 
benefits  remain  from  the  clever  way  in 
which  they   were  rescued.  "The  Jeep 
business  really  got  us  going  overseas," 
says  Edgar  Kaiser.  "Our  people  over 
there,  our  distributors  and  our  assem- 
bly  plant   men,   began   to   say,   'Why 
don't    you    come    over   here    and    do 
thus  and  so?'  It  was  an  unintentional 
entree."  Kaiser's  opportunities  abroad 
began   to   multiply.   Adds  Trefethen: 
"All    through    our   history,    whenever 
people  have  talked  to  us  like  that,  we 
have  automatically  responded." 

Thus  it  was  inevitable  that  the 
other  major  Kaiser  companies  should 
go  abroad  too.  Kaiser  Steel  was,  and 
still  is,  the  only  integrated  steel  pro- 
ducer on  the  West  Coast.  But  by  the 
early  Sixties  low-priced  Japanese  im- 
ports were  flooding  the  Western  mar- 
ket. Eventually  they  would  take  a 
20%  share.  Kaiser  noisily  demanded 
import  restrictions  from  Washington, 
but  to  little  avail. 

Then  came  opportunity.  Kaiser  was 
invited  by  Australia's  Consolidated 
Zinc,  since  acquired  by  England's  Rio 
Tinto-Zinc  Corp.  Ltd.,  to  join  in  de- 


•Alcoa,  under  threat  of  government  antitrust  ac- 
tion, licensed  basic  aluminum  patents  to  Kaiser  and 
others  just  after  V\>orld  War  II.  Kaiser,  which  knew 
its  way  around  Washington  from  its  construction 
days,  was  able  to  lease  government  plants  to  get 
started. 


veloping  the  huge,  newly  discovered 
iron-ore  deposits  in  the  Hamersley 
Range  of  Western  Australia.  Kaiser 
Steel  accepted.  As  a  result,  Kaiser 
now  shares,  indirectly  at  least,  in  the 
great  gains  being  made  by  Japan's 
brilliantly  aggressive  steel  industry. 
The  Japanese  really  needed  ore,  and 
Hamersley  had  it.  Today  Hamersley 
Holdings  Ltd.  (36% -owned  by  Kai- 
ser, 54%  by  ConZinc  Riotinto  of 
Australia  and  10%  by  the  Australian 
public)  has  contracts  to  ship  150  mil- 
lion tons  of  iron  ore  and  pellets,  worth 
almost  $1.3  billion,  to  Japanese  steel 
producers  plus  a  few  European  cus- 
tomers by  1980.  So  successful  has 
Hamersley  become  that  Kaiser,  its 
Australian  partners,  and  entrepreneurs 
Lang  Hancock  and  E.A.  Wright  are 
evaluating  another  joint  iron-ore  de- 
posit not  too  far  away. 

Kaiser  Cement  first  went  interna- 
tional when  it  entered  the  gypsum 
business  in  1952.  Its  new  gypsum 
subsidiary  got  its  gypsum  rock  from  a 
large  quarry  in  Mexico.  Meantime, 
from  its  West  Coast  vantage  point. 
Kaiser  Cement  began  to  spot  oppor- 
tunities to  sell  sizable  tonnages  of 
cement  in  the  Western  Pacific  area. 
They  looked  even  more  attractive 
when  chronic  overcapacity  and  price- 
cutting  overtook  the  U.S.  cement  in- 
dustry during  the  late  Fifties  and  early 
Sixties.  Kaiser  Cement  began  oper- 
ating plants  in  Guam,  Okinawa.  Ha- 
waii and  India.  It  is  cooking  up  a 
deal  with  Mexican  companies  to  build 
low-cost  homes  (under  $4,000)  made 
of    specially    treated    gypsum    board. 


President  Peter  S.  Hass  is  even  coi 
sidering   building   an   oil   refinery 
Okinawa. 

The  Kaiser  Engineers  division  also 
had  talents  that  could  be  exportedJ 
hydroelectric,  road  and  mine  com 
struction  among  them.  But  the  Engi| 
neers'  business  really  picked  up  when 
th^y  were  pulled  abroad  to  do  work 
for  other  Kaiser  companies.  They  de 
signed  and  built  most  of  Kaiser  Jeep'^ 
overseas  plants,  some  of  Kaiser  Ce 
ment's  foreign  plants  and  most  ol 
Kaiser  Aluminum's  bauxite  and  alumi- 
na facilities.  They  assisted  in  the  bril- 
liant engineering  of  the  vast  Hamersley 
project  (Forbes,  Dec.  15,  1966). 
The  pull  has  since  worked  in  the  other 
direction  too:  Engineers'  jobs  in 
Ghana,  India  and  Australia  have 
paved  the  way  for  subsequent  alumi- 
num, cement  and  iron-ore  operations 
in  those  countries. 

In  Each  Other's  Way 

The  Engineers  proved  highly  suc- 
cessful in  digging  up  additional  non- 
Kaiser  business  overseas:  All  told,  a 
third  of  Kaiser's  $600-million  to  $800- 
million  backlog  is  made  up  of  over- 
seas jobs.  "The  risks  are  great,  but 
we  can  usually  earn  a  better  profit 
margin  overseas  than  we  can  in  the 
U.S."  explains  Engineers'  General 
Manager  Louis  H.  Oppenheim. 

Having  turned  international.  Kaiser 
is  going  to  become  even  more  so.  Last 
year  Kaiser  Alummum  entered  a  joint 
venture  with  France's  Societe  Le 
Nickel,  which  owns  large  nickel  de- 
posits  on    the    island   of   New   Cale- 


57%  owned  by  Kaiser  Family  &  Interests 

KAISER  INDUSTRIES 

Revenues:  $S09  million' 

Net  Income:  $71.2  million' ' 

I 

I  DIVISIONS 


KAISER  ENGINEERS 

Revenues:  $264  million 
Op.  Profit:  $8.1  million 


KAISER  SAND 
&  GRAVEL 


Operating 

losses: 
$1.4  million 


PRINCIPAL  WHOLLY 
OWNED  SUBSIDIARIES 


KAISER  AEROSPACE 
&  ELECTRONICS 


KAISER  JEEP 

Op.  Profit:  $14.5  mil. 


KAISER    ^ 
BROADCASTING 


KAISER 
HAWAII  KAI 
DEVELOPMEf 


33%  common 

KAISER  ALUMINUM 

&  CHEMICAL 

Sales:  $772  million 
Net  Profit:  $54  mil. 


PARTIALLY  OWNED 
AFFILIATED  COMPANIES  I 

I  ! 

14%  preferred  I 

1                        39%  common  65%  common 

NUM         KAISER  CEMENT  KAISER 

L                    &  GYPSUM  STEEL 

ion                Sales:  $93.8  million  Sales:  $401  million 

nil.                 Net  Profit:  $7.8  mil.  Net  Profit:  $33  million 


'Revenues  include  net  sales  of  all  divisions  ana  wtiolly  owned  subsidiaries. 

'Net  mcome  includes  operating  profit  (before  interest  and  taxes)  of  all  divi- 
sions and  wtiolly  owned  subsidiaries,  plus  dividends  and  interest  from 
partially  owned  companies  and  equity  in  undistributed  profits  ol  majority 
owned  companies  (principally  Kaiser  Steel),  less  interest  and  taxes. 
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We  just  had  a 
physical. 

Send  for  the 
x-ray. 


■or  years  Textron's  annual  reports 
lave  had  a  pretty  standard  format, 
arowth  charts.  Figures  on  the  in- 
irease.  Good  news  for  our  share- 
lolders.  We  could  have  continued. 
)ur  '67  results  reached  new  highs, 
■or  the  sixth  year  in  a  row. 

Jut  figures  alone  can't  tell  the 
itory.  They  can't  tell  you  how  we 
lid  it  or  our  plans  for  continuing  to 
lo  it.  So  we  looked  around  for 
lomething  better. 

Ve  found  it. 

Ne  asked  security  analysts  around, 
he  country  to  give  us  a  thorough 
5xam.  To  get  down  to  cases  about 
js,  about  other  multi-market  com- 
)anies  and  how  the  whole  thing 
vorks. 

rhey  did.  Their  questions  probed 


textroni 

A  New  Kind  of  Company 


our  management  philosophy,  ac- 
quisition policy,  financial  controls, 
future  products.  Even  our  account- 
ing procedures. 

Fourteen  Textron  officers  sat  in 
front  of  tape  recorders  and  gave 
the  answers. 

We  bound  the  questions  and  an- 
swers together  with  some  pretty 
good  figures.  Like  our  '67  sales. 
$1.4  billion.  And  our  net  income. 
$61.5  million.  And  our  return  on 
common  shareholders'  invest- 
ment. 20%.  All  new  highs. 

When  we  were  through,  what  we 
had  was  no  ordinary  annual  report. 
It  was  an  x-ray  of  a  new  kind  of 
company.  For  a  copy  of  our  x-ray, 
write:Textron  Inc., 10  Dorrance  St., 
Providence,  Rhode  Island  02903. 
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donia,  east  of  Australia.  Kaiser  and 
SLN  plan  to  mount  a  major  challenge 
to  International  Nickel  Co.'s  domi- 
nance of  the  world  nickel  business. 
To  continue  its  recent  expansion  in 
fertilizer — chemicals  have  grown  from 
2%  to  15%  of  Kaiser  Aluminum's 
sales  since  1962 — the  aluminum  com- 
pany acquired  an  80%  interest  in  the 
vast  phosphate  deposits  of  the  Sechura 
Desert  in  Peru.  Many  conservative 
U.S.  chemical  concerns  would  hesitate 
to  become  so  deeply  involved  overseas. 
To  Kaiser  Aluminum  it  is  the  natural 
thing. 

This  past  January,  Kaiser  Steel 
followed  up  its  Hamersley  iron-ore 
venture  by  purchasing  huge  high-grade 
coking  coal  reserves  in  southeastern 
British  Columbia.  Again,  the  Japanese 
steel  industry  will  be  the  customer. 

By  the  early  Seventies,  a  fourth  to 
perhaps  as  much  as  half  of  Kaiser 
Steel's  profits  could  be  coming  from 
the  sale  of  iron  ore  and  coal.  So  ex- 
uberant are  the  Kaiser  companies  in 
their  pursuit  of  global  businesses  that 
they  often  find  themselves  getting  in 
each  other's  way.  A  Kaiser  Cement 
team  investigating  the  fertilizer  busi- 
ness arrived  in  one  country  not  long 
ago  to  find  that  a  similar  expedition 
from  Kaiser  Aluminum  had  been 
there  only  months  earlier.  In  acquir- 
ing its  Peruvian  phosphate  deposits, 
Kaiser  Aluminum  also  acquired  iron- 
ore  deposits  in  Canada,  putting  it  into 
competition  with  Kaiser  Steel. 

In  the  past  15  years.  Kaiser  has 
learned  to  operate  in  foreign  countries 
with  a  finesse  that  few  U.S.  companies 
can  match.  Kaiser  prefers,  for  one 
thing,  to  buy  only  a  part  interest  in  a 
foreign  company  or  to  team  up  with 
a  strong  local  partner  in  starting  up 
a  new  one.  Often  it  takes  only  a  minor- 
ity interest.  It  is  careful  to  import  only 
as  many  American  managers  as  are 
ab>;olutely  needed.  Explains  Edgar 
Kaiser:  "I'm  inclined  to  take  the  risk 
of  minority  ownership  because  of  the 
added  value  to  the  partnership." 

By  "added  value"  Kaiser  means  giv- 
ing the  local  partner  a  large  personal 
stake  in  the  success  of  the  enterprise. 
Politically  wise  from  their  earliest 
days,  the  Kaiser  enterprises  are  also 
keenly  aware  that  a  sizable  local  own- 
ership stake  has  advantages  in  getting 
along  with  foreign  governments  and 
foreign  parliaments.  Savs  Kaiser  leep 
Vice  President  John  E.  Heffernan: 
"Where  we  have  an  assembly  plant  in 
which  a  local  distributor  is  an  owner, 
the  government  of  that  country  isn't 
going  to  do  anything  to  hurt  our  busi- 
ness, even  if  the  president  doesn't 
happen  to  like  us.  Thai  plant  is  helo- 
ing  his  country's  economy  and  the 
people  that  we  employ  there  have  to 
be  kept  working." 


Wherever  it  can.  Kaiser  also  pre- 
fers to  have  foreign  public  stock- 
holders. In  some  poorer  nations  this 
is  not  always  possible.  But  Kaiser  has 
demonstrated  considerable  ingenuity 
on  this  score.  It  sold  stock  in  Willys- 
Overland  do  Brasil  to  the  local  public 
by  offering  delivery  priorities  with  the 
purchase  of  an  auto.  Kaiser  has  public 
stockholders  in  its  Hamersley  affiliate, 
in  its  Indian  cement  and  aluminum 
companies,  as  well  as  in  other  ventures. 

Some  U.S.  companies  tend  to  be 
uncomfortable,  especially  as  minority 
partners  working  with  foreign  part- 
ners who  are  thousands  of  miles  from 


"I'm  inclined  to  take  the  risk 
of  minority  ownership." 

— Edgar  Kaiser 


the  U.S.  They  are  used  to  being  boss, 
period.  Kaiser,  however,  has  operated 
with  partners  since  its  early  days  in 
the  construction,  shipbuilding  and  auto 
businesses.* 

Winter  and  Summer 

With  this  background.  Kaiser  has 
been  able  to  build  up  some  unusually 
fruitful  partnerships  overseas.  One  is 
Kaiser's  long  association  with  Aus- 
tralia's ConZinc,  the  original  Ham- 
ersley partner.  Kaiser  men  got  to 
know  ConZinc's  executives  when  the 
Kaiser  Engineers  were  in  Australia 
building  the  Snowy  Mountain  hydro- 
electric project  in  1953.  Later  the  two 
companies  got  together  in  bauxite  and 
aluminum  ventures  in  Australia.  When 
ConZinc  was  looking  for  a  strong 
partner  to  develop  the  Hamersley 
iron  ore-deposits  in  1962,  it  naturally 
thought  of  Kaiser. 

An  equally  successful  partnership 
was  cultivated  in  India  with  G.D. 
Birla,  one  of  the  two  or  three  top 
businessmen  in  that  country.  Kaiser 
first  teamed  up  with  Birla  to  build  an 
integrated  bauxite,  alumina  and  reduc- 
tion facility  in  Renukoot.  When  that 
venture  turned  out  successfully.  Kaiser 
and  Birla  got  together  again  on  a  ce- 
ment plant  in  Bangalore. 

This  requires  what  Edgar  Kaiser 
calls  "wintering  and  summering  with 
our  partners."  Edgar  himself  logs  over 
250.000  miles  of  travel  in  a  year. 
Trefethen,  who  spends  more  time  on 
the  day-to-day  operations  of  the  em- 
pire,  nonetheless  gets   in   more   than 


'Edgar  Kaiser  himself  has  become  so  Rood  In 
dealing  with  prickly  foreigners  that  for  a  time  in 
1961  he  served  as  the  only  linlt  between  the  U.S. 
and  Ghanian  governments  during  a  critical  period 
when  Kwame  Nkrumah  refused  to  receive  the  Amer- 
ican ambassador. 


125,000  miles  a  year.  The  heads  of 
Kaiser's  individual  operations — Jack 
L.  Ashby  of  Steel,  Thomas  J.  Ready 
of  Aluminum,  Pete  Hass  of  Cement, 
Stephen  A.  Girard  of  Jeep  and  Louis 
Oppenheim  of  the  Engineers — are  not 
far  behind  in  annual  mileage.  Often 
they  take  their  wives  along  to  meet 
their  partners'  families,  and  they  keep 
their  ears  open.  Says  Trefethen:  "On 
my  last  trip  to  Asia  we  found  an  op- 
portunity for  a  little  cement  enterprise 
in  South  Korea.  This  happened  be- 
cause I  was  in  Tokyo  and  it  came  up." 

The  negotiations  involved  are  not 
easy.  They  are  too  rough,  in  fact,  for 
many  U.S.  businessmen  accustomed 
to  doing  business  by  a  phone  call. 

It  took  Trefethen  and  Kaiser  Steel's 
Ashby  almost  three  years  to  complete 
the  Hamersley  contracts  with  the  Jap- 
anese. "Our  negotiations  in  Japan 
were  very,  very  difficult,"  Trefethen 
says.  "There  were  nine  steel  compa- 
nies and  a  lot  of  trading  comnanies  in 
between.  Each  one  had  to  be  abso- 
lutely convinced  that  we  had  the  prod- 
uct, the  management  and  the  financ- 
ing before  they  would  sign." 

At  one  point  in  the  nesotiations 
with  Societe  Le  Nickel,  French  Presi- 
dent Charles  de  Gaulle  suddenly 
forced  the  resignation  of  SLN's  presi- 
dent. Though  its  plans  to  enter  the 
nickel  business  were  threatened.  Kai- 
ser weathered  the  storm.  "By  a  stroke 
of  pure  luck,  the  new  president  has 
proved  to  be  an  even  better  partner  to 
deal  with  than  the  first  man."  says 
Edgar  Kaiser.  He  adds,  however.  "It's 
difficult  to  arrive  at  an  understanding 
with  a  French  company.  A  partner- 
ship, to  be  successful,  is  a  give-and- 
take  thing.  The  Frenchman  doesn't 
give  very  easily." 

Ghana  was  anxious  to  have  an  out- 
sider come  in  and  build  a  domestic 
aluminum  industry  that  would  utilize 
its  new.  Kaiser-built  Volta  River  hy- 
droelectric facilities.  But  putting  to- 
gether a  technically  feasible  program 
and  dealing  with  Ghana's  corrupt  ty- 
rant Kwame  Nkrumah  proved  very 
difficult.  Alcan  tried  but  backed  out  in 
1959.  Then  Kaiser  stepped  in  and  by 
1962,  with  the  aid  of  Edgar's  consider- 
able talents  for  personal  diplomacy, 
succeeded  in  wringing  out  the  neces- 
sary agreements.  Kaiser  Aluminum 
wound  up  with  a  90%  interest  in  the 
new  Volta  Aluminum  Co.  Ltd.  "Nkru- 
mah and  I  achieved  a  good  rapport," 
says  Kaiser,  "but  it  wasn't  so  much 
the  cut  of  my  hair  he  hked.  He  liked 
our  money." 

Never  one  to  give  up,  Edgar  Kaiser 
is  seeking  an  entry  into  the  Arab 
countries,  where  Kaiser  has  long  been 
blacklisted  because  of  its  automobile 
and  construction  ventures  in  Israel.  If 
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BESIDES 
WDRKEVG  IN  THE  OCEAN, 
NORTH  AMERICAN  ROCKWELL 
LS  BLST... 

Producing  axles,  brakes,  springs  and 

universal  joints  tor  hea\-v-dutv 

vehicles  at  the  Rocic%«vU-S(andard  Divisions. 

Developing  a  sodium-cooled  Fast 
Breeder  Nuclear  Reactor  at  the 
Afcimio  International  Di\'ision. 

Working  on  the  nation's  most 
advanced  military  and  space  electronics 
systems  at  the  .Autooclifs  l)i\ision. 

Producing  single  shuttle  looms, 
bearings  and  weaving  machines  at  the 
Draper  Dixision. 

Powering  all  three  stages  of  Apollo/ 
Saturn  V  that  will  send  man  safely  to 
the  moon  and  return  at  the 
RocketthiK-  Di\ision. 

Producing  filters,  industrial  gears, 
other  power  transmission  equipment  and 
cotton  ginning  machinery  at  the 
Industrial  Dixisions. 

Probing  the  future  of  supersonic  travel 
with  data  from  the  X-15  and  XB-70A 
advanced  research  aircraft  at  the 
Los  .VnjSeles  I  )i\isi<)n . 

Building  tactical  missiles,  the  mach  2 
Vigilante  reconnaissance  airplane  and  the 
OV-lOA  light  armed  reconnaissance 
airplane  at  the  Ckilumbus  l)i\ision. 

Designing  and  building  Apollo  service 

and  command  modules  at  the  Space  Division. 

Producing  the  country's  fullest  line  of 
business,  agricultural  and  personal 
aircraft  at  the  Aero  Clommander  DiNision. 

Probing  the  basics  of  physics, 
chemistry,  metallurgy  and  mathematics 
at  the  Science  (  A-nter . 

Designing  at  the  (Xx"an  S>'stenis  Operations 

a  four-man  research  submarine  that 
will  operate  at  2,000  feet. 

And  we're  working  overseas  with 
aiRliates  and  licensees  in  nineteen  foreign 
countries. 


North  American  Rockwell  Corporation, 
2300  East  Imperial  Highway,  El  Segundo, 
California  90245 


Kaiser  Cement  builds  an  oil  refinery 
on  Okinawa.  Middle-Eastern  crude  oil 
may  come  in  handy.  The  first  step  is 
to  find  a  strong  Arab  partner  in  some 
other  venture.  Edgar  Kaiser  speaks 
hopefully  of  starting  auto  and  other 
operations   in  the   Middle  East  soon. 

Strategic  Retreat 

Kaiser's  toughest  problem  with 
foreign  governments  is  in  trying  to 
reco'.er  huge  losses  suflfered  by  the 
Engineers  in  1964  and  1965.  Within 
an  1 8-month  period,  floods  and  un- 
foreseen engineering  problems  on 
dams  in  Greece  and  Venezuela,  the 
Dead  Sea  dikes  in  Israel  and  other 
projects  all  at  once  threw  the  division 
S30  million  into  the  red  for  the  two- 
year  period.  When  the  Engineers  tried 
to  recover  the  losses  through  renego- 
tiation, some  of  the  client  foreign  gov- 
ernments took  a  look  at  Kaiser's  $2.5- 
billion-plus  in  assets  and  shook  their 
heads.  These  losses  plus  the  continu- 
ing automotive  problem  help  explain 
the  rather  poor  record  of  reported 
earnings  which  the  parent  company. 
Kaiser  Industries,  showed  in  1964  and 
1965.  In  those  years  the  parent  com- 
pany netted  only  $3.9  million  and  $4 
million. 

Says  Gene  Trefethen:  "In  the  old 
days  Henry  Kaiser  could  go  to  the 
client  and  say,  'Look,  I'm  broke.' 
Today  we  don't  get  much  sympathy." 
The  Engineers  hope  to  recover  most 
of  the  losses  over  the  next  few  years, 
but  only  after  long,  expensive  court 
action   or  negotiation. 

For  all  its  overseas  knowhow. 
Kaiser  has  yet  really  to  solve  its  20- 
year-old  automotive  headache.  During 
the  last  several  years  Ford,  General 
Motors  and,  for  a  time,  Chrysler  all 
stepped  up  their  activities  in  Latin 
America.  Kaiser,  though  long  estab- 
lished there,  was  simply  not  in  a  po- 
sition to  compete.  "We  do  not  have  a 
large  automobile  operation  in  the  U.S. 
over  which  we  can  spread  the  in- 
creased costs  of  competing  there,"  ex- 
plains Edgar  Kaiser.  "They  do." 
Meantime,  because  of  local  economic 
problems.  Kaiser's  own  sizable  auto 
companies  in  Brazil  and  Argentina 
had  begun  to  show  operating  losses. 
So  Kaiser  retreated,  selling  ofi"  Willys- 
Overland  do  Brasil  to  Ford  and  most 
of  Industrias  Kaiser  Argentina  to  its 
former  partner,  France's  Renault. 
Kaiser  Jeep's  other  foreign  operations, 
since  they  are  in  smaller  markets,  may 
not  attract  the  U.S.  Big  Three,  or  at 
least  not  all  three  at  once.  But  if  they 
should.  Kaiser  Jeep's  overseas  auto 
business,  which  accounts  for  nearly 
20%  of  its  unit  volume,  could  be  in 
jeopardy. 

Recently  Kaiser's  overseas  expan- 
sion has  been  enormously  complicated 


by  President  Johnson's  restrictions  on 
foreign  lending  by  U.S.  banks  and  on 
foreign  investments  by  U.S.  com- 
panies. After  all,  the  Kaiser  enter- 
prises expanded  in  the  early  days  on  a 
shoestring.  They  have  always  required 
enormous  amounts  of  borrowed  mon- 
ey. Gene  Trefethen  and  Edgar  Kaiser 
concede  that  some  Kaiser  ventures, 
notably  the  Hamersley  iron-ore  proj- 
ect, could  be  slowed  down  for  want  of 
sufficient  capital.  But  a  respite  from 
the  rapid  rate  of  overseas  expansion 
could  give  the  Kaiser  companies  time 
to  clean  up  some  of  their  heavy  debt. 
Kaiser  Aluminum's  debt,  for  example, 
comes  to  more  than  85%  of  its  stock- 
holders' equity;  Kaiser  Steel's  actually 
exceeds  equity.  In  order  to  meet  re- 
payments on  its  own  debt  (already 
once  postponed).  Kaiser  Industries 
last  year  was  forced  to  sell  off  767,- 
000  Kaiser  Aluminum  shares  and  di- 
lute its  control  of  its  biggest  company 
from  41%  to  33%.  Even  with  com- 
bined net  earnings  of  around  $145  mil- 
lion last  year  (up  from  some  $100 
million  in  1966),  the  Kaiser  enter- 
prises still  do  not  have  cash  to  burn. 
The  simple  fact  is  that  Henry  Kaiser's 
heirs,  like  the  founder  himself,  are  un- 
willing to  let  caution  get  in  the  way  of 
opportunity. 

What  concerns  Kaiser  and  Trefeth- 
en more  than  finances,  however,  is 
filling  the  void  left  by  Henry  Kaiser's 
death.  Even  after  Henry  J.  took  up 
residence  in  Hawaii  in  his  later  years, 
his  presence  continued  to  be  felt.  "As 
you  look  at  us  now,  all  of  our  top 
management  is  very  closely  knit," 
says  Edgar  Kaiser.  "We  all  worked 
closely  with  my  father.  He  kept  us 
playing  ball  over  our  heads  most  of 
the  time.  The  problem  now  is  to  pass 
that  along  to  the  people  coming  along. 
That's  not  easy  to  do  since  our  com- 
panies have  become  so  big  and  inde- 
pendent." 

One  way  Edgar  Kaiser  is  attempting 
to  rekindle  the  close-knit,  family  spirit 
is  by  putting  the  heads  of  all  the  major 
companies  on  Kaiser  Industries'  board 
of  directors.  "That  doesn't  mean  you 
don't  continue  to  compete,  but  you 
get  everyone  plugged  into  the  over-all 
problems  and  objectives,  not  just  their 
own.  Then  they  can  carry  the  over-all 
story  back  to  their  people.  That  way 
you  get  an  awareness  of  the  over-all 
problems,  something  closer  to  the  way 
we  operated  in  the  old  days." 

Thus  does  Edgar  Kaiser  describe 
what  is  really  Kaiser's  greatest  asset: 
its  traditions  and  organization.  In- 
tangible though  these  may  be,  they 
have  enabled  the  enterprises  to  sur- 
vive serious  setbacks  and  go  on  to  pass 
other  companies  with  far  stronger 
balance  sheets — first  at  home  and  now 
overseas.  ■ 
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This  week  1000 
motorists  wiii  talie 
tlieir  iast  ride 


This  week  1000  people  will  die  as 
a  result  of  automobile  accidents. 
Another  75  thousand  motorists 
will  be  injured  — nearly  half  of 
them  disabled. 

These  shocking  statistics  are 
even  more  alarming  when  you 
realize  that  cars  are  multiplying 
faster  than  people.  Right  now, 
there  are  81  million  cars  jamming 
the  highways.  By  1975  this  num- 
ber will  soar  to  110  million. 

A  glance  at  Detroit's  latest 
models  reveals  new  emphasis  on 
safety  devices.  But  safety  devices 
alone  won't  prevent  accidents.  It's 
the  responsibility  of  every  driver 
to  obey  all  traffic  laws,  to  support 


driver  education  and  safety  pro- 
grams, and  to  keep  his  car  in  top 
operating  condition. 

Here  is  where  FMC  Corporation 
contributes  to  safety.  As  a  major 
supplier  to  automotive  service 
and  maintenance  centers,  our 
equipment  is  used  in  servicing 
and  rebuilding  brakes. ..checking 
and  adjusting  headlights... align- 
ing and  balancing  wheels  for 
surer  steering  and  longer  tire  life. 

We  are  also  a  leading  producer 
of  Dynacor*  rayon  cord  which 
adds  to  stability,  durability  and 
safe  performance  of  tires.  Dyna- 
cor  is  also  the  preferred  tire  cord 
for  new  high-strength  radials. 


Helping  to  make  driving  safer  is 
just  one  way  that  FMC  puts  ideas 
to  work.  To  learn  more  about  our 
diversified  activities,  write  for  a 
copy  of  "Dimensions,"  FMC  Cor- 
poration, Executive  Offices,  San 
Jose,  California  95106. 


PRINCIPAL  PRODUCTS:  AVISCO  textile  fibers;  tire  cord; 
packaging  films;  strappings  D  BOLENS  gardening  & 
maintenance  equipment  O  CHICAGO  waste  treatment 
systems  D  CHIKSAN,  0-CT,  WECO  oil  industry  equip 
ment  D  FMC  defense  materiel  D  FMC  food  harvesting, 
processing,  packing  equipment  D  FMC  industrial  i 
specialty  chemicals  G  FMC  packaging  machinery  O  GUN 
DERSON  railcars,  marine  vessels  □  JOHN  BEAN  agricul 
tural,  automotive  &  airline  service  equipment;  fire  fighters 
O  LINK-BELT  transmission  &  materials  handling  equip 
ment  O  LINK-BELT  SPEEDER  construction  equipment  C 
NIAGARA  agricultural  chemicals  &  SRS  seeds  D  PEER 
LESS  &  COFFIN  pumps  D  SIDEWINDER  tilthers  D  SYN 
TRON  &  STEARNS  electromagnetic  &  electronic  equipment 
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Putting  ideas  to  work  in  Machinery  Cliemicals- Defense- Fibers  &  Films 


Perfect  Couple 


Can  fwo  troubled  companies  be  merged  into  a  single  solid  one?  They  can, 
says  Richard  Furlaud,  if  one  happens  to  be  Beech-Nut  and  the  other  Squibb. 


Few  recent  mergers  have  been  as 
complex  as  Olin  Mathieson's  move  to 
spin  off  its  Squibb  drug  subsidiary  and 
merge  it  in  January  with  Beech-Nut 
Life  Savers.  Though  not  the  most  prof- 
itable U  S.  drug  company.  Squibb  was 
one  of  Olin's  most  profitable  divisions. 

But  as  Richard  M.  Furlaud,  the  one- 
time Olin  lawyer  who  now  heads  the 
merged  company,  explains  it.  there 
was  shrewd  sense  behind  the  spin-off 
and  merger.  Olin  holders  have  been 
disappointed  by  their  stocks  perform- 
ance ever  since  the  company  was 
formed  a  decade  ago.  As  part  of  a 
combine  whose  stock  was  selling 
around  13  times  earnings.  Squibb  was 
greatly  undervalued  vis-a-vis  other 
drug  companies  selling  at  over  20  times 
earnings.  By  spinning  off  Squibb.  Olin 
shareholders  got  a  chance  to  realize 
some  of  this  potential  and  still  wound 
up  with  56'^c  of  the  merged  company. 

Thus  far  things  have  worked  out 
precisely  as  hoped:  Since  the  merger, 
Squibb  Beech-Nut's  earnings  multiple 
has  risen  near  18.  But  can  these  com- 
panies really  strengthen  each  other"? 

'I  can't  think  of  any  two  U.S. 
companies,"  says  Furlaud,  "that  fit 
together  as  neatly  as  Squibb  and  Beech- 
Nut.  Look  at  American  Home.  Bristol- 
Myers.  Warner-Lambert.  They  took 
ten  or  1 5  years  to  achieve  sound  struc- 
tures. We  were  lucky  enough  to 
achieve  this  in  one  fell  swoop" — 
meaning  the  product  and  market  bal- 
ance that  the  three  stand-out  marketers 
reached  through  years  of  acquisition 
and  product  development. 

Fell  or  not.  the  swoop  produced  a 
broadly  diversified  company  that  last 
year  earned  (pro  forma)  some  S40 
million  on  S578  million  in  sales,  and 
spread  beyond  ethical  drugs  (38^?; 
of  sales)  into  specialty  foods  and 
beverages  (25%  ).  confections  (16%). 
food  services  (14%)  and  proprietary 
drugs,  household  products  and  toilet- 
ries (7%).  The  new  oufit  is  in  fast 
company.  Considering  that  all  three 
firms  that  Furlaud  considers  similar  to 
Squibb  Beech-Nut  ranked  among  the 
top  30  U.S.  companies  in  profitability 
in  the  Forbes  Report  on  American  In- 
dustry (Jan.  I),  one  gets  a  good  idea 
of  how  promising  Furlaud  thinks  the 
merger  is.  And  the  21%  to  31%  that 
the  three  earned  on  capital  last  year  v5. 
13.5%  for  Squibb  Beech-Nut  also 
gives  a  pretty  good  idea  of  how  far 
that  company  has  to  go. 

Doubled  Troubles.  The  reason  for 
this  profitability  gap.  Furlaud  readily 
admits,  is  that  both  Squibb  and  Beech- 
Nut   have   had   plenty   of  troubles   in 
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recent  years.  Beech-Nut.  for  instance, 
had  been  hard  put  to  sustain  its  earn- 
ings levels  of  the  mid-Sixties  while 
margins  had  narrowed  since  1961. 

"Gum."  says  Furlaud,  "was  the 
company's  biggest  single  problem." 
Competition  was  eating  into  Beech- 
Nut's  share  of  the  chewing  gum  mar- 
ket, and  efforts  to  strike  back  had 
fizzled.  Beech-Nut  introduced  a  num- 
ber of  marginal  flavors  which  merely 
cut  into  its  own  existing  brands.  .At 
the  same  time  Beech-Nut  was  unable 
to  come  up  with  a  chewing-gum  prod- 
uct to  break  through  the  5-cent-a-pack 
barrier  as.  for  example.   Clorets  did. 

Squibb,  on  the  other  hand,  was 
striving  to  improve  its  position  in  the 
drug  industry  through  a  sweeping  op- 
erational overhaul.  "Still.  Squibb  has 
always  been  relatively  unprofitable." 
Furlaud  says.  "In  1966  we  made  S19 
million  on  sales  of  S233  million.  If  we 
had  been  as  good  as  our  worst  compet- 
itor, we  would  have  made  525  million. 
Even  last  year,  by  far  the  best  in  our 
histor\',  Squibb  made  only  8.2%  on 
sales  [v5.  12.2%  for  the  industry]." 

Squibb  had  made  considerable  prog- 
ress in  working  out  the  cost-  and 
quality-control  problems  that  had  be- 
deviled it  for  years,  and  it  had  real 


Nice  Fit.  Complementary 
marketing  and  technology  for 
drugs  and  candy  were  key 
reasons  advanced  for  the 
Squibb     Beech-Nut     merger. 


strength  overseas,  where  it  gets  a  good 
40%  of  sales.  But  what  Squibb  needed, 
Furlaud  says,  was  diversification,  par- 
ticularly since  in  several  countries  it 
already  had  about  as  large  a  market 
share  for  some  of  its  drug  products  as 
it  could  reasonably  hope  to  get. 
■  "Beech-Nut's  problems  are  not  as 
complex  as  Squibb's. "  Furlaud  says. 
"Beech-Nut  has  excellent  plants  and 
very  good  quality  and  cost  control.  All 
it  really  needs  is  a  good  competitive 
marketing  program."  For  example. 
Furlaud  plans  to  drop  Beech-Nut's 
marginal  gum  brands  and  introduce 
new  brands  sufficiently  different  from 
existing  ones  to  warrant  a  higher  price. 

The  Old  Two  Plus  Two.  But  it  is  the 
"fantastic  synergism  of  fit"  in  the 
merged  company's  operations  that 
really  gets  Furlaud  excited.  "We  have. " 
he  says,  "a  whole  series  of  sales  forces 
— drugs,  food,  tobacco  and  confections 
— that  can  distribute  any  product 
where  that  product  can  best  be  sold, 
and  this  is  a  tremendous  strength." 
Thus  Squibb's  international  opera- 
tions could  support  the  expansion  of 
Beech-Nut's  successful  line  of  con- 
sumer products  overseas,  and  Beech- 
Nut's  domestic  distribution  system 
could  enable  Squibb  to  expand  its 
markets  for  items  like  Sweeta.  a  non- 
caloric  sweetener. 

Furlaud  also  sees  an  opportunity  to 
use  Squibb's  medical  expertise  to  aid 
Beech-Nut's  baby  foods — instant  form- 
ulas, for  example,  and  other  products 
designed  to  encourage  doctors  to  pre- 
scribe them.  Similarly.  Beech-Nuts 
skill  with  flavors  could  give  Squibb  an 
edge  in  pediatric  formulas  and  medi- 
cines. "It  will  take  approximately  two 
\ears. "  Furlaud  says,  "until  Squibb 
and  Beech-Nut  are  operating  on  all 
cylinders.  Then  both  should  be  as  good 
as  the  best  of  their  competition." 

It  remains  to  be  seen  whether  this 
particular  case  of  two  and  two  can 
be  made  to  equal  five.  That  will  de- 
pend on  management's  ability  to  mesh 
the  operations  together  so  as  to  over- 
come their  old  weaknesses — which  is 
much  harder,  and  takes  longer,  than 
setting  up  an  attractive-looking  merger. 
Wall  Street,  for  one.  is  not  entirely 
convinced:  Squibb  Beech-Nut  common 
sells  at  about  18  times  current  earn- 
ings as  against  multiples  of  27  for 
American  Home.  37  for  Bristol-Myers 
and  25  for  Warner-Lambert.  "We  don't 
feel  our  multiple  is  as  good  as  it's  going 
to  be  when  we've  demonstrated  the 
kind  of  growth  we  expect,"  Furlaud 
says.  "When  we  do,  growth  through 
acquisition  will  come  a  lot  cheaper. "  ■ 
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Putting  in  IVIore  Chips 

Shell  Oil  has  gotten  $300  million  in  fresh  equity  capi- 
tal, most  of  it  coming  from  its  parent  in  Europe. 


At  a  time  when  Europeans,  thought- 
ful and  otherwise,  are  worried  about 
U.S.  investment  in  European  industry, 
at  least  one  major  foreign  firm  is 
greatly  stepping  up  its  own  invest- 
ments in  the  U.S.  Royal  Dutch/Shell, 
the  worldwide  British-Dutch  oil  com- 
bine that  owns  699c  of  Shell  Oil  Co. 
in  the  U.S.,  last  month  remitted  more 
than  S200  million  to  buy  additional 
Shell  shares  under  a  rights  offering. 
The  S200  million  will,  of  course,  help 
the  U.S.  balance  of  payments:  It  will 
more  than  offset  the  SIOO  million  in 
dividends  that  Royal  Dutch  will  get 
from  Shell  this  year. 

Free  Spending.  To  this  sum  will  be 
added  some  $95  million  that  Shell's 
U.S.  minority  stockholders  put  in  to 
pick  up  their  own  share  of  a  1-for-lO 
rights  offering.  Why  the  rights  offer- 
ing? Why  is  Royal  Dutch  putting  in 
more  chips?  Even  by  the  standards  of 
the  free-spending  oil  industry.  Shell 
ha.s  been  a  free-handed  spender.  With 
some  6%  of  U.S.  oil  industry  rev- 
enues. Shell  accounts  for  just  over  8% 
of  the  industry's  capital  outlays.  The 
spending  has  far  outdistanced  its  cash 
flow.  So  much  so.  that  Shell's  debt  has 
soared  from  S267  million  to  nearly 
$720  million  in  the  past  three  years. 
Prior  to  the  infusion  of  fresh  equity 
capital.  Shell's  balance  sheet  showed 
a  debt  ratio  amounting  to  25%  of 
total  capital.  By  comparison  the  indus- 
try average  was  17%. 

Thus,  the  new  money  will  come  in 
very  handy  for  Shell  President  Richard 
C.  McCurdy.  This  year  capital  spend- 
ing will  total  a  record  $650  million  to 
Sioo  million. 

Why  does  Shell  spend  so  much? 
Partly  because  it  must.  As  the  U.S. 
unit  of  a  worldwide  company,  in  ef- 
fect its  operations  are  limited  to  the 
U.S.  (In  1962  it  even  gave  up  its  50% 
interest  in  Shell  of  Canada.)  This 
means  that  Shell  does  not  search  for  oil 
overseas,  which  is  the  province  of 
other   Royal  Dutch  companies.   So  it 


Nobody  Here  But  Us  Yanks. 

American  companies  oper- 
ating abroad  could  learn 
some  useful  lessons  from  Eu- 
ropean-controlled Shell  Oil, 
which  goes  out  of  its  way  to 
he  as  American  as  apple  pie. 
For  example,  its  newer  gas 
stations  are  pure  Yankee: 
built  mostly  in  colonial  or 
ranch  styles.  In  the  same 
vein.  Shell's  top  executives  are 
always  U.S.  citizens,  including 
the  current  president,  Iowa- 
horn,  Stanford-educated  Rich- 
ard C.  McCurdy  (above). 
Three  years  ago  the  parent 
company,  Royal  Dutch/ Shell, 
got  its  first  American  man- 
aging director,  Monroe  E. 
Spaght,  58,  former  president 
of    Shell,    the    U.S.    affiliate. 


must  find  oil  in  the  U.S. — an  expen- 
sive proposition,  far  more  so  than  find- 
ing it  abroad.  Moreover,  since  it  does 
not  expand  abroad.  Shell  has  looked 
for  allied  fields  to  conquer  at  home. 

It  chose  to  expand  its  chemical  op- 
erations. Shell's  chemical  operations 
produced  $437  million  in  revenues 
last  year,  ranking  1 7th  among  U.S. 
chemical  companies.  But  chemicals, 
like  oil.  is  a  capital-intensive  business. 

All  in  all,  however.  Shell  has  gotten 
remarkably  good  value  from  all  this 
spending.  It  was  a  pioneer  in  offshore 
drilling  and  has  done  such  a  fine  job 
of  finding  oil  in  the  U.S.  that  it  now 
has  enough  domestic  crude  to  provide 
about  two-thirds  of  its  refinery  needs. 

Overall,  McCurdy  heads  the  most 
profitable  of  the  large,  purely  domestic 
oil  companies.  According  to  Forbes 
20th  Annual  Report  on  American  In- 
dustry (Jan.  /),  it  has  averaged  a  re- 
turn on  stockholders'  equity  of  14%  — 
higher  than  any  other  domestic  oil 
company  listed  and  second,  even 
among  the  internationals,  only  to  top- 
ranking  Texaco. 

One  reason  for  Shell's  showing  is 
that  it  has  the  largest  share  of  the 
lucrative  gasoline  market  of  any  do- 
mestic company.  Another  is  Shell's 
big  chemical  business,  where  the  re- 
turns are  higher.  Finally,  in  the  last 
two  years  domestic  oil  profitability 
has  been  greater  than  profitability  for 
the  internationals. 

Why  Branch  Out?  As  to  the  automo- 
tive gasoline  market,  says  President 
McCurdy,  "By  greatly  enlarging  the 
size  of  our  stations  and  locating  them 
in  the  right  places,  we  have  raised 
our  market  share  since  1960  from 
6%  to  8.5%."  The  increase  was  fur- 
ther enhanced  by  a  rise  in  prices.  Each 
I -cent  rise  in  the  gasoline  price  yields 
Shell  over  $20  million  after  taxes,  or 
30  cents  a  share.  The  average  price 
today  is  1.5  cents  to  2  cents  higher 
than  in  mid-1965.  Thus,  some  $30 
million  of  Shell's  $50-million  income 
gain  since  1965  has  come  from  better 
prices,  with  investment  tax  credits 
making  up  the  remaining  $20  million. 

The  combined  effect  of  better 
prices,  larger  market  share  and  in- 
creased production  has  increased 
Shell  profits  80%  over  the  five-year 
period. 

With  this  kind  of  record.  Shell  has 
no  worries  about  how  to  spend  its 
new  equity  money.  "I  don't  give  a 
damn  about  being  a  conglomerate," 
says  McCurdy.  "Oil,  gas  and  chemi- 
cals are  the  businesses  we  know  best." 
Until  management  gets  the  money 
working,  of  course,  there  is  bound  to 
be  some  dilution  in  Shell's  per-share 
earnings,  but  to  parent  Royal  Dutch 
and  other  long-term  investors  the 
crunch  won't  last  for  long.  ■ 
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WMk  into 
any  Bache  office 
and  feel  at  home 
about  your 
investments 


I 


The  moment  you  walk  through  our 
door  you'll  discover  a  comfortable, 
personalized  approach  to  invest- 
ment service.  With  Bache,  you'll 
never  be  just  another  client. 

A  knowledgeable  Bache  Represen- 
tative will  be  selected  to  serve  you. 
To  answer  your  questions.  To  try 
to  find  the  best  way  to  make  your 
money  grow. 

He'll  place  at  your  disposal  the 
knowledge  and  experience  of  one 
of  the  nation's  oldest  and  largest 
investment  firms.  Apply  the  find- 
ings and  opinions  of  one  of  the 
largest  Research  Departments  on 
Wall  Street  to  your  situation. 

His  aim  is  to  make  you  feel  at  home 
about  investments.  And,  equally 
important,  to  find  opportunities 
that  are  at  home  with  your  invest- 
ment goals. 

Visit  any  Bache  Office.  Our  120 
doors  around  the  world  are  open 
to  you.  And  your  success  is  ours. 


BACIIKiSiCo. 

Incorporated 

Members :  All  Leading  Exchanges  •  Founded  1879 
36  Wall  Street,  New  York,  NY.  10005 
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Too  Long  with  a  Good  Thing 

Hewlett-Packard  found  it  so  pleasant  being  the  big- 
gest fish  in  its  pond  that  it  was  slow  to  diversify. 


Every  homeowner  dreams  of  some- 
day owning  a  riding  mower.  Few  will 
ever  yearn  for  an  electronic  counter, 
which  measures  the  electronic  fre- 
quencies broadcasted  by  an  FM  sta- 
tion, or  an  oscilloscope,  used  to  dis- 
play electronic  wave  lengths  visually. 
But  the  technological  explosion  that 
began  with  World  War  II  has  created 
both  a  lively  demand  for  such  equip- 
ment and  a  company — Hewlett-Pack- 
ard of  Palo  Alto,  Calif. — dedicated  to 
satisfying  that  demand. 

The  extent  of  the  technological  ex- 
plosion is  suggested  by  H-P's  own 
growth.  Just  three  decades  ago  it  was 
a  two-man  outfit  with  an  order  for 
seven  audio-oscillators  to  control  the 
sound  track  of  Walt  Disney's  daring 
experimental  movie.  Fantasia.  Today 
it  is  a  S243-million  (sales)  maker  of 
2,000  such  electronic  instruments, 
dominating  a  $700-million  market. 

However,  in  electronic  instruments 
no  less  than  in  riding  iawnmowers,  it 
is  imperative  that  a  company  keep 
abreast  of  its  market,  if  not  ahead  of 
it.  The  only  substantial  difference  is 
what  factors  cause  the  market  to 
change.  In  riding  mowers  it  is  the 
change  in  consumer  desires  and  spend- 
ing patterns.  In  the  world  of  high  tech- 
nology, the  main  factor  is  the  nature 
and  extent  of  government  spending 
for  defense,  for  space  and  for  scientific 
research. 

Too  Late.  How  solidly  Chairman 
David  Packard  and  President  William 
R.  Hewlett  had  built  their  company 
only  became  clear  during  the  early 
1960s.  At  that  time,  government  de- 
fense spending  reached  a  plateau,  and 
so  did  the  profits  and  sales  of  many 
electronics  firms.  But  not  at  H-P, 
whose  sales  were  nicely  spread  in  the 
industrial  and  space  markets  as  well. 
From  1964  to  1966  sales  clipped  along 

Chairman    Packard 


with  annual  increases  of  at  least  16%. 
Earnings  did  more  than  just  keep 
pace.  They  increased  a  minimum  of 
28%  each  year,  while  H-P's  return 
on  equity  averaged  a  solid  17%. 

Bui  H-P  stuck  with  a  good  thing  too 
long.  It  wasn't  until  1967,  when  the 
Government  warned  it  would  cut  huge 
chunks  from  the  space  budget,  that 
H-P  realized  it  was  not  enough  to  be 
the  General  Motors  of  the  electronic 
testing  industry.  At  that  time  its  de- 
fense business  was  none  too  strong 
either,  since  hardly  any  of  its  sales 
were  related  to  the  Vietnam  conflict. 

H-P's  course  was  clear.  It  had  to 
diversify,  even  if  that  meant  taking 
a  cut  in  earnings.  The  first  step  was 
to  jack  up  research  and  development, 
with  the  emphasis  on  new  instruments 
for  the  medical  and  chemical  markets 
(electrocardiographs,  gas  chromato- 
graphs) .  These  costs  began  taking  their 
toll.  In  fiscal  1967  (ended  Oct.  31) 
sales  rose  20%  to  $243  million,  earn- 
ings only  14%  to  $20  million,  or 
$1.62  a  share. 

The  cuts  in  the  space  program  in 
the  last  half  of  calendar  1967  caught 
H-P  in  midstream  with  its  diversifica- 
tion effort  barely  begun.  In  the  last 
quarter  of  fiscal  1967,  its  profits  fell 
from  $5.4  million  to  $4.8  million. 
And  in  the  first  quarter  of  fiscal  1968 
the  downturn  continued,  with  earn- 
ings off  12%  to  31  cents  a  share  on  a 
7%  sales  gain  over  the  same  period 
in  1967. 

High  R&D  costs  weren't  the  only 
problen\.  Says  Chairman  Packard, 
"Over  the  past  several  months  our 
shipments  have  been  lagging,  largely 
because  the  nature  of  our  orders  is 
changing."  Specifically,  H-P  has  en- 
tered the  small-computer  market  as 
a  means  of  expanding  its  instrument 
product    line.    This    put    H-P    in    the 

President  Hewlett 


more  complex  "systems"  business.  By 
plugging  several  instruments  into  the 
computer,  testing  such  intricate  equip- 
ment as  aircraft  instrumentation  be- 
comes a  simple  push-button  job.  How- 
ever, manufacturing  these  systems  has 
proved  a  longer  and  costlier  process 
for  H-P  than  merely  turning  out 
measuring  instruments. 

To  complicate  matters,  Packard 
overestimated  the  level  of  orders  and 
shipments  H-P  would  be  able  to  at- 
tain in  the  first  quarter.  "Our  predic- 
tions were  off,"  he  admits.  "We  were 
up  7%  or  8%  over  the  first  quarter 
in  1967  in  both  orders  and  shipments. 
We  thought  they  would  be  up  15% 
to  20%." 

Heavy  marketing  costs  in  the  new 
lines  have  also  pinched.  To  get  a 
strong  position  in  medical  and  chem- 
ical instruments,  H-P  incurred  first- 
quarter  marketing  costs  15%  above 
those  of  the  same  1967  quarter.  "If 
we  had  chosen  to,  we  could  have  re- 
duced our  marketing  and  R&D  bud- 
gets in  proportion  to  sales,"  David 
Packard  explains.  "Then  we  would 
have  had  an  upturn  in  profits  instead 
of  a  downturn." 

Lesson  Learned.  Packard  realizes 
that  all  these  problems  are  tied  to 
H-P's  delay  in  diversifying.  But  he 
also  realizes  that,  late  or  not,  the 
new-product  spending  was  essential  to 
insure  the  company's  future.  Basi- 
cally, H-P  is  applying  its  primary 
technology  in  electronic  measuring  de- 
vices to  such  instruments  as  electro- 
cardiographs (measures  heart  beats), 
electromyographs  (measures  nerve  and 
muscle  responses)  and  intensive-care 
monitoring  systems.  In  the  chemical 
field  H-P  is  marrying  the  same  tech- 
nology to  laboratory  analytical  instru- 
ments, such  as  gas  chromatographs. 

"In  these  types  of  programs  you 
don't  turn  your  R&D  off  by  the 
month,"  Packard  says.  "You  estab- 
lish programs  that  usually  take  two 
or  three  years  to  develop  new  prod- 
ucts. You  have  to  stick  with  them. 
Wc  are  confident  they  are  going  to 
contribute  to  the  long-range  growth 
of  the  company." 

Now  that  Packard  and  Hewlett  have 
broadened  the  company's  base,  its 
future  will  be  more  stable.  Its  chief 
sin  was  poor  timing:  It  simply  waited 
too  long  to  begin  branching  out.  For 
the  immediate  future  the  picture  is  not 
so  bright.  Government  spending  on 
the  space  program  remains  at  low 
levels,  and  the  R&D,  marketing  and 
initial  production  costs  on  the  new 
products  will  remain  high.  But  once 
having  paid  the  price  of  diversifying, 
H-P,  otherwise  one  of  the  best-run 
outfits  in  the  electronics  business, 
should  resume  its  upward  progress.  ■ 
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If  you  thinkyou  know  all  about  Curtiss-Wright  because 
youve  read  about  the  Wright  Brothers  and  Glenn  Curtiss 


Man's  first  powered 
llight,  on  December  17,  1903. 

lasted  59  seconds      .    y. 
and  covered  a  distance  ol  852  leet.     v  tX 

The  U.  S.  Army  purchased  its  first  aircraft  from  the  Wright  brothers  in  1909. 
The  U.  S.  Navy  became  the  first  airborne  sea  power  with  the 

acquisition  of  one  Wright  and  two  Curtiss  planes  in  1911. 


I  bicycle  mechanics  from  Dayton.  Ohio, 
I  built  a  machine  that  actually  Hew.  A  mo- 
ycle  racer  who  put  wings  on  the  Navy. 
*iey  were  brilliant  innovators,  who  kept  at 
hen  no-one  else  seemed  to  care.  They 
e  their  own  suppliers,  their  own  customers. 
r  own  employees,  their  own  investors. 
I  those  days,  if  an  aircraft  part  didn't  work, 
went  right  back  into  the  garage  and  built 
\her.  If,  that  is,  you  were  still  around  to 
sriment. 

ut  today's  aerospace  enterprise  is  an  intri- 
>,  interdependent  business. 


,„think  again. 

What  makes  it  go?  People,  lots  of  them. 

Curtiss-Wright  is  all  kinds  of  people.  Cus- 
tomers who  use  our  products.  Suppliers  who 
help  us  deliver.  Employees  who  adapt  their 
skills  to  changing  requirements.  Shareholders 
—61,500  of  them.  These— and  thousands  more 
of  you— are  Curtiss-Wright. 

We're  the  people  who  wired  15,000  lighting 
aircraft,  but  now  produce  electronic  controls 
for  nuclear  power  plants,  and  make  transmis- 
sions for  "Chinook"  helicopters.  We're  the 
people  who  developed  the  power  recovery  tur- 
bines that  made  non-stop  transcontinental  and 


transoceanic  commercial  flight  practical,  and 
now  make  jet  engine  blades  for  aircraft  de- 
signed to  fly  at  supersonic  speeds. 

The  company  descended  fronj  Glenn  Curtiss 
and  the  Wright  brothers  is  still  coming  up  with 
new  ideas. 

We're  people  with  new  outlooks,  new  poten- 
tials, new  performance.  Last  year's  figures,  in- 
cluding acquisitions,  show  sales  up  20°h. 
Earnings  per  common  share  up  35%.  Backlog 
up  25°/o. 

At  Curtiss-Wright,  people  are  making  things 
happen. 


At  Curtiss-Wright  we  don't  view  ttie  people  we  work 
with  as  components  in  a  system. 
Even  when  computers  are  used  to  solve  problems 

or  run  the  actual  machinery,  imaginative  individuals 
are  required  to  make  them  most  ellective. 

It  is  people  who  are  making  Curtiss-Wright  grow. 

WRIGHT, 


Wood-Ridge,  New  Jersey 


Major  in  the  Making? 


Having  accomplished  the  impossible  once,  Pennzoil's  Liedtke  brothers  are  at  it  again. 


"We  have  always  believed,"  J.  Hugh 
Liedtke  said  four  years  ago,  "that  it 
was  still  possible  to  build  a  major  oil 
company." 

Possible,  yes.  But  the  odds  seemed 
strongly  against  doing  so  on  a  base 
as  narrow  as  Houston's  Pennzoil  Co. 
True,  the  Liedtke  brothers,  Hugh 
46,  and  William,  43,  had  come  a  long 
way  in  the  decade  since  they  formed 
Zapata  Petroleum,  a  spectacularly 
successful  oil  exploration  and  devel- 
opment company.  In  1963,  they  had 
merged  Zapata  and  another  Liedtke 
exploration  company,  Stetco  Petro- 
leum, with  far  larger  South  Penn  Oil 
(a  somewhat  sleepy  outfit  producing 
Pennsylvania  Grade  crude  and  Pennz- 
oil lubricants)   to  form   Pennzoil  Co. 

The  merger  made  obvious  sense. 
South  Penn  had  cash  but  needed  re- 
serves. Zapata  had  the  reserves  but 
needed  capital.  And  the  merger  paid 
off:  By  1967,  Pennzoil's  earnings  had 
risen  almost  140%  on  a  40%  gain  in 
sales.  But  Pennzoil  was  still  small  po- 
tatoes by  oil  industry  standards.  Even 
last  year,  after  four  years  of  rapid 
growth,  it  could  report  only  $92  mil- 
lion in  sales,  $16  million  in  profits. 

Instant  Giant?  This  month,  how- 
ever, the  chance  that  the  Liedtkes 
would  succeed  in  building  a  major 
oil  company  seemed  a  good  deal  less 
farfetched.  At  one  gulp,  Pennzoil 
swallowed  Shreveport's  United  Gas 
Corp.,  a  pioneer  in  gas  pipelining,  cre- 
ating a  major  company  with  pro  forma 
assets  of  roughly  $1.1  billion,  sales 
of  $577  million  and  earnings  of  $43.7 
million.    Its   name:    Pennzoil    United. 

One  of  the  half  dozen  largest  com- 
panies in  its  industry.  United  Gas 
attracted  the  Liedtkes'  attention  over 
two  years  ago.  "United,"  Bill  Liedtke 
says  offhandedly,  "was  not  a  very  ac- 
tive company."  Though  its  sales  had 
risen  a  good  48%  between  1957  and 
1965,  its  earnings  had  fallen  almost 
4%  to  $2.42  a  share,  while  its  com- 
mon stock  had  not  really  gone  any- 
where for  more  than  a  decade.  From 
where  the  Liedtkes  sat.  United  looked 
like  a  sitting  duck — though  a  big  one 
for  a  company  as  small  as  Pennzoil. 

And  so,  in  late  1965,  the  Liedtkes 
made  a  tender  offer  for  1  million 
United  Gas  shares  at  $41  a  share.  To 
their  astonishment,  United's  sharehold- 
ers responded  with  5.1  million  shares. 
With  $215  million  in  hastily  borrowed 
(and  high-cost)  money,  Pennzoil 
picked  up  the  lot  and  wound  up  with 
42%  of  the  company. 

Bill  Liedtke  explains:   "We  felt  for 
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the  future  we  needed  to  have  more 
avenues  of  approach  to  the  resource 
business.  United  Gas  had  some  attrac- 
tive assets — gas  and  oil  production  as 
well  as  minerals — that  would  fit  into 
our  picture  real  well,  and  would  give 
us  an  excellent  opportunity  to  expand 
as  a  resource  company." 

To  Pennzoil's  reserves  of  30  million 
barrels  of  crude  and  183  billion  cubic 
feet  of  natural  gas.  United  would  add 
79  million  barrels  of  crude,  2.8  trillion 
cubic  feet  of  gas  and  32  million  bar- 
rels of  condensate.  These  holdings  are 
admittedly  modest  beside  those  of  a 
giant  like  Tenneco  or  even  of  crude- 
short  producers  like  Sinclair  or  Cities 
Service.  But  by  melding  Pennzoil's 
exploration  effort  with  those  of 
United,  the  Liedtkes  had  hope  of 
increasing  their  effectiveness  dispro- 
portionately. 

Nor  was  that  all.  United  owned  a 
76%  interest  in  Duval  Corp.,  an  im- 
portant producer  of  sulphur,  potash, 
copper  and  molybdenum.  And  of 
course  there  was  United's  profitable 
bui  hardly  dynamic  gas  business, 
which   yielded  some   $350  million  in 


revenues    last    year    on    over    11,000 
miles  of  pipeline. 

New  Shape.  With  Pennzoil  in  firm 
control  of  United,  Hugh  Liedtke  as- 
sumed the  post  of  chairman  and  chief 
executive.  Bill,  that  of  president;  and 
together  they  began  shaking  up 
United's  sleepy  management.  They 
eased  its  president  upstairs,  brought 
some  people  up  from  the  ranks,  oth- 
ers in  from  outside,  and  at  the  same 
time  began  hacking  away  at  the  dead 
wood  United  had  acquired  over  the 
years.  For  example,  they  sold  (at  a 
$3.4-million  loss)  its  San  Antonio  pipe- 
line properties,  which  had  been  piling 
up  annual  operating  losses  of  about 
six  cents  a  share. 

The  results  were  not  slow  in  com- 
ing. Between  1965  and  1967,  United's 
earnings  took  off  from  a  six-year 
plateau  and  rose  a  good  25%  on  a 
9%  rise  in  sales.  And  though  Pennz- 
oil itself  failed  to  benefit  propor- 
tionately— the  weight  of  interest  and 
amortization  charges  cut  heavily  into 
Pennzoil's  equity  in  United's  earnings 
— Pennzoil's  own  growth  kept  its 
earnings  trending  up  modestly. 

With  the  merger  accomplished  Apr. 
1,  Bill  Liedtke  predicts  Pennzoil 
United  will  improve  its  earnings  sub- 
stantially over  the  estimated  pro  forma 
$4.46  a  share  last  year  (assuming 
conversion  of  the  preferred).  The 
Liedtkes  may  be  hard  put  to  make  it. 
Pennzoil  United  still  carries  that  $215 
million  in  high-cost  debt  incurred  in 
buying  control  of  United,  and  they 
will  have  to  refinance  by  midyear  at 
rates  that  may  be  no  more  favorable. 
Then,  too,  as  the  price  Pennzoil  had  to 
pay  for  SEC  approval  of  its  merger. 
United  will  have  to  sell  off  its  $65- 
million-a-year  retail  gas  distribution 
business. 

Where  will  the  Liedtkes  move  next? 
For  one  thing,  they  are  planning  to 
acquire  the  publicly-owned  24%  of 
Duval;  they  are  considering  crashing 
an  important  new  intrastate  market 
with  a  pipeline  linking  West  Texas 
with  Houston;  and  they  are  studying 
the  possibility  of  building  a  hydrogen 
plant  for  high-purity  hydrogen  for 
refineries  and  other  industrial  and 
chemical  plants. 

At  this  stage,  creating  a  major  oil  or 
natural  resource  company  is  still  be- 
yond the  Liedtkes"  powers,  given  their 
present  resources.  That  will  mean  still 
more  acquisitions.  But  considering  how 
far  they  have  come  already,  it  would 
be  a  rash  prognosticator  who  would 
deny  them  a  chance  to  succeed.  ■ 
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How  do  you. 
measure  up  against 

experienced  investors? 


"I'm  a  stockbroker. 
Take  this  New  York 
Stock  Exchange 
test  and  compare 
your  answers 
with  mine." 


QUIZ  A.  In  an  Exchange  survey,  the 
following  were  cited  as  reasons  for  buying 
common  stocks  listed  on  the  New  York  Stock 
Exchange— but  not  in  the  order  given  below. 
How  do  you  think  they  were  ranked? 
Good  when  the  cost  of  living  rises;  long-term 
gain;  quick  profit;  dividends. 

1 

9 


3.. 
4.. 


ANSWER.  False.  Out  of  all  American  corporations,  only 
some  1,200 — less  than  1% — are  listed  on  the  New  York 
Stock  Exchange.  These  companies  have  often  been  leaders 
in  making  the  American  economy  what  it  is.  Before  first 
listing  a  company,  these  are  some  of  the  factors  the  Exchange 
evaluates:  earnings  record,  reputation  of  the  company,  its 
position  in  its  industry  and  public  interest  in  the  company. 
There  are  criteria  for  listing,  and  criteria  for  de-listing 
a  company,  too. 

Ask  a  registered  representative  to  explain  the  advantages 
of  listed  stocks,  and  then  decide  whether  they  fit 
into  your  picture. 

QUIZ  D,  Match  each  security  with  its  most 
prominent  characteristic: 

1.  high-grade  bonds 

2.  listed  common  stocks 

3.  preferred  stocks 


n  long-term  growth 
n  fixed  dividends 
D  relative  safety 


ANSWER.  People  who  owned  common  stock 
cited  the  reasons  for  buying  them  as  follows: 
long-term  gain,  good  dividends,  good  when  the 
cost  of  living  rises,  quick  profits. 

Among  non-shareowners,  the  order  was  reversed 
with  "quick  profits"  first.  Day  dreaming  about 
quick  profits  can  lead  to  foolhardy  risks  and 
disappointment.  Experienced  investors  have  seen 
that  over  the  years,  the  value  of  many  stocks 
and  many  dividends  have  more  than  kept  pace 
with  the  cost  of  living— an  effective  hedge  against 
inflation. 

QUIZ  B.  In  order  to  invest,  you  should  have  a 
steady  annual  income  of  at  least: 
D  $10,000  D  $20,000 

D  $30,000  D  none  of  these 

ANSWER.  The  last  answer  is  correct. 
The  amount  of  income  you  need  is 
influenced  by  your  standard  of  living, 
provision  for  emergencies  and  other 
commitments.  About  half  of  the 
estimated  24  million  people  who  own 
stock  have  incomes  of  less  than  $10,000. 

QUIZ  C.  The  New  York  Stock 
Exchange  provides  a  market  for  the 
stocks  of  any  American  corporation. 
True  D  False  D 


ANSWER.  High-grade  bonds  are  primarily 
associated  with  stable  returns  and  relative  safety 
of  capital  over  the  long  term,  listed  common  stocks  with 
long-term  growth,  and  preferred  stocks  usually  with  a  fixed 
dividend  rate.  There  is  no  investment,  however,  that  is 
completely  free  of  risk.  What  you  buy,  and  when,  depends 
on  your  goal  and  market  conditions. 

QUIZ  E.  The  advantage  of  investing  through  member 
firm  brokers  is  that: 

D  they  have  met  Exchange  requirements  for  knowledge 

of  the  securities  business; 
D  they  are  full-time  brokers; 
D  member  firms  are  expected  to  meet  Exchange  standards 

of  ethics,  financial  condition  and  investment  experience. 

ANSWER.  All  answers  are  correct.  But  no  broker  is 
infallible.  Ask  him  for  information  and  his  opinion  about 
stocks  you're  interested  in.  One  of  his  most  important 
services  is  to  help  you  arrive  at  an  informed  judgment. 

Members 
New  York  Stock  Exchange 

Own  your  share  of  American  business 

1 

Free  Investment  Guide:  "stocks  on  the 
BIG  BOARD,"  32-page  guide  groups  more  than 
1,000  common  stocks  by  industries  for  easy 
comparisons.  Valuable  to  both  new  and  ex- 
perienced investors. 

Mail  to  a  member  firm  of  the  New  York  Stock 
Exchange  in  your  community,  or  to  New  York 
Stock  Exchange,  Dpt.  8-DD,  P.O.  Box  1070, 
New  York,  N.Y.  10001. 

NAME 


ADDRESS. 
CITY 


STATE_ 


_ZIP  CODE. 
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The  1968  Dividend  Raisers 


As  stockholders  know  only  too  well,  there  have  been  few  dividend  raises  this  year — the  fewest, 
in  fact,  since  1963.  The  57  companies  below  bucked  the  trend,  mainly  because  most  of 
them  lifted  earnings  last  year  when  total  corporate  profits  were  off  1V2%.  But  habit  may 
also  be  a  factor:  Forty-one  of  the  57  lifted  their  payout  in  at  least  four  of  the  last  five  years. 


Company 

Allied  Stores 
American  Express 
American  Natural  Gas 
AT&T 
Anheuser-Busch 

Avon  Products 

Bethlehem  Steel 

Borg-Warner 

Bran  iff 

Central  &  South  West 

Chase  Manhattan  Bank 
CIT  Financial 
Cities  Service 
Columbia  Gas 
Combustion  Engineering 

Consolidated  Foods 
Consolidated  Natural  Gas 
Container  Corp. 
Continental  Air  Lines 
Deere 

Dow  Chemical 

General  Precision  Equipment 

Genesco 

Getty  Oil 

Grant,  W.T. 

Grumman  Aircraft 

Hanna  Mining 

Heinz 

IBM 

ITT 

Kaiser  Steel 

Manufacturers  Hanover 

Metromedia 

Middle  South  Utilities 

Minnesota  Mining  &  Mfg. 

National  Biscuit 
New  England  Electric 
Northwest  Airlines 
Ohio  Edison 
Procter  &  Gamble 

RCA 
Revlon 
Schenley 
Schlumberger 
Shell  Oil 

Sinclair  Oil 

Singer 

Southern  Natural  Gas 

Standard  Oil  of  California 

Standard  Oil  (Ind.) 

Tenneco 

Texaco 

Texas  Gulf  Sulphur 

Texas  Utilities 

Transcon.  Pipe  Line 

Twentieth  Century-Fox 
United  Utilities 


. — Quarterly  Rate — ^ 

New 

No.  of 
Increases 

1967 

5-Year 
Average 

1967-68 

Annual 

Last  Five 

Earnings 

Payout . 

Recent 

Current 

Price 

Old 

New 

Rate 

Years 

Per  Share 

Ratio 

Price 

Yield 

Range 

$0.33 

$0.35 

$1.40 

2 

$3.26 

46.5 

43% 

3.2% 

431/4-  22% 

0.117 

0.20 

0.80 

1 

1.56 

40.6 

63 

1.3 

63    —  30 

0.475 

0.50 

2.00 

5 

3.19 

60.7 

37 

5.4 

431/4—  34% 

0.55 

0.60 

2.40 

4 

3.79 

59.1 

50% 

4.7 

62%—  49% 

0.30 

0.325 

1.30 

5 

3.27   , 

38.3 

87 1/2 

1.5 

901/2-  54% 

0.35 

0.40 

1.60 

5 

2.27 

58.3 

131 

1.2 

144    —  76 

0.375 

0.40 

1.60 

2 

2.84 

51.9 

283/8 

5.6 

391/8—  283/8 

0.275 

0.313 

1.25 

3 

2.30 

45.8 

271/2 

4.5 

321/4—  18% 

0.083 

0.125 

0.50 

1 

0.80 

NA 

161/4 

3.1 

28%—  13% 

0.40 

0.425 

1.70 

5 

2.35 

66.8 

411/4 

4.1 

48    —  361/2 

0.55 

0.60 

2.40 

4 

5.03 

44.9 

687/8 

3.5 

69%-  59% 

0.40 

0.45 

1.80 

1 

2.95 

60.0 

34% 

5.2 

36%—  27% 

0.45 

0.50 

2.00 

5 

4.30 

40.7 

48 

4.2 

553/4_  431/4 

0.36 

0.38 

1.52 

5 

2.39 

62.7 

265/8 

5.7 

28%—  23% 

0.55 

0.60 

2.40 

4 

5.58 

39.1 

71 

3.4 

93    —  47% 

0.35 

0.375 

1.50 

5 

2.71 

48.2 

54 

2.8 

571/2-  45% 

0.40 

0.425 

1.70 

3 

2.65 

55.2 

27% 

6.1 

31    -  26% 

0.325 

0.35 

1.40 

5 

2.95 

46.1 

291/2 

4.7 

353/4—  261/2 

0.10 

0.125 

0.50 

5 

1.73 

18.4 

18 1/4 

2.7 

37%-  18 1/4 

0.45 

0.50 

2.00 

5 

3.90 

37.7 

48% 

4.1 

751/2—  45% 

0.55 

0.60 

2.40 

5 

4.36 

51.5 

81 1/2 

2.9 

91%-  6O1/4 

0.188 

0.20 

0.80 

3 

2.09 

39.9 

40% 

2.0 

441/4—  291/2 

0.35 

0.40 

1.60 

4 

2.77 

52.2 

381/4 

4.2 

451/2—  241/2 

0.10* 

0.72* 

0.72 

1 

5.56 

2.6 

88 

0.8 

105%—  49% 

0.275 

0.325 

1.30 

3 

2.55 

40.7 

36% 

3.5 

373/8—  20% 

0.20 

0.25 

1.00 

4 

3.04 

23.6 

311/4 

3.2 

47%—  29% 

0.35 

0.50 

2.15t 

5 

4.88 

27.6 

69% 

3.1 

813/4-  52 

0.325 

0.35 

1.40 

3 

3.95E 

35.1E 

43% 

3.2 

501/2—  30 

1.10 

1.30 

5.20 

5 

11.61 

39.8 

635 

0.8 

648    -3621/2 

0.188 

0.213 

0.85 

5 

2.27 

34.9 

491/4 

1.7 

62    —  361/4 

0.167 

0.25 

1.00 

3 

5.67 

NA 

491/4 

2.0 

49%—  18 

0.50 

0.55 

2.20 

4 

4.46 

47.8 

49% 

4.4 

493/4_  43^2 

0.20 

0.25 

1.00 

4 

3.15 

23.3 

581/2 

1.7 

661/4—  40% 

0.19 

0.205 

0.82 

5 

1.25 

58.9 

21% 

3.8 

29%—  20% 

0.325 

0.363 

1.45 

5 

2.74 

49.2 

88% 

1.6 

96    -  75 

0.50 

0.525 

2.10 

5 

3.11 

63.3 

45% 

4.6 

51 V2—  42% 

0.34 

0.37 

1.48 

5 

1.93 

74.5 

26% 

5.6 

291/2—  23% 

0.175 

0.20 

0.80 

5 

6.42 

10.4 

68% 

1.2 

135%—  66 

0.325 

0.355 

1.42 

5 

1.88 

67.5 

25% 

5.5 

29%—  24% 

0.55 

0.60 

2.40 

5 

4.08 

55.4 

89  Vs 

2.7 

99%-  69 

0.20 

0.25 

1.00 

5 

2.27 

36.7 

48% 

2.0 

65  V2—  42% 

0.325 

0.35 

1.40 

2 

3.36 

41.1 

841/2 

1.7 

851/2—  45% 

0.30 

0.325 

1.30 

2 

2.72 

42.3 

46% 

2.8 

46V4—  20% 

0.30 

0.375 

1.50 

5 

4.12 

27.8 

82% 

1.8 

84    —  40% 

0.525 

0.575 

2.30 

5 

4.66 

44.9 

61% 

3.7 

77    —  59% 

0.65 

0.70 

2.80 

4 

7.14 

41.1 

81% 

3.4 

82    -  61 1/4 

0.55 

0.60 

2.40 

3 

4.71 

48.8 

693/8 

3.5 

80 1/4—  45 

0.325 

0.35 

1.40 

4 

2.95 

52.9 

41 

3.4 

49    —  30% 

0.625 

0.675 

2.70 

5 

5.22 

45.2 

62% 

4.3 

64%—  54  V4 

0.475 

0.525 

2.10 

5 

3.98 

48.3 

53% 

3.9 

65    -  47 

0.32 

0.40 

1.60 

4 

1.96 

64.2 

25% 

6.2 

321/4—  20% 

0.65 

0.70 

2.90' 

5 

5.57 

50.0 

73% 

4.0 

84    -  68 

0.033 

0.10** 

0.40 

1 

6.15 

15.6 

1171/4 

1.0** 

160    —  96% 

0.38 

0.40 

1.60 

5 

2.64 

57.7 

503/4 

3.2 

60%—  47% 

0.208 

0.25 

1.00 

4 

1.66 

61.7 

I81/4 

5.5 

23%-  18 1/4 

0.20 

0.25 

1.00 

5 

2.44 

18.2 

311/2 

3.2 

35%—  16 1/4 

0.20 

0.21 

0.84 

5 

1.18 

71.3 

251/4 

3.3 

32%-  23% 

Note:  Among  the  companies  listed  in  our  Jan.  1  issue,  the  above  57  raised  their  dividend  rates  In  the  first  quarter  of  1968. 

E-Estimated.  NA-Not  applicable.  "Annual  Rate.  tAssumes  extra  will  be  paid  again  In  1968.    "Rate  after  3-for-l  stock  split  to  be  voted  on  Apr.  25. 
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A  Loss  Can  Be  a  Profit 


That's  the  real  reason  why  radio  stations  have  become  so  valuable. 


Why  should  anyone  want  to  get  into 
the  radio  business? 

In  1966.  the  most  recent  year  for 
which  the  Federal  Communicatioiis 
Commission  has  statistics,  28%  of  the 
3.912  radio  stations  in  the  U.S.  re- 
ported losses:  and  the  four  major  radio 
networks  together  went  into  the  red 
for  a  total  of  SI. 7  million. 

Sounds  like  a  business  anyone  who 
can  tell  red  ink  from  black  would 
fight  to  avoid,  doesn't  it? 

On  the  contrary.  Trading  in  radio 
stations  has  never  been  more  active ; 
prices  for  radio  stations  have  never 
been  higher.  Not  only  that,  but  they 
keep  going  higher  every  day.  In  1953 
J.  EIroy  McCaw  bought  New  Yorks 
Station  WINS  from  Crosley  Corp.  for 
S450.(X)0.  Ten  years  later  Westing- 
house  Broadcasting  paid  him  SIO  mil- 
lion for  it.  Henry  Rau  bought  WOL  in 
Washington,  D.C.  in  1953  for  $75,- 
000.  He  sold  it  in  1965  to  Sonderiing 
Broadcasting  for  $1.25  million.  Gor- 
don McLendon  paid  $525,000  for 
KILT  in  Houston  in  1957,  sold  it  II 
years  later  to  Lin  Broadcasting  for 
$7.25  million. 

"There's  a  rule  of  thumb  in  this  in- 
dustry," says  a  radioman,  only  half 
jokmgly,  "that  a  station  is  worth  ten 
times  its  earnings  or  100  times  its 
losses." 


How  To  Keep  Books.  The  reason  is 
this:  Those  losses  are  often  more  ap- 
parent than  real.  Actually,  radio  today 
is  a  very  profitable  industry,  despite 
television;  and  even  the  stations  that 
show  losses  are  usually  making  a 
handsome  living  for  the  men  who  own 
and  operate  them.  It's  largely  a  mat- 
ter of  bookkeeping. 

Specifically,  it's  a  matter  of  the  way 
the  federal  income-tax  regulations  are 
written.  Consider,  first,  a  radio  station 
that  makes  money.  The  man  who 
owns  it  paid  $1  million  for  it.  Of  this, 
$750,000  represented  the  value  of  the 
equipment,  the  other  $250,000  "in- 
tangibles." It's  now  fully  depreciated 
and  shows  earnings  of  $350,000  be- 
fore taxes,  roughly  $175,000  after 
taxes.  It  can  easily  be  sold  for  $3.5 
million,  not  ten  but  20  times  earnings. 

Under  the  federal  income-tax  regu- 
lations, the  purchaser  has  a  variety  of 
ways  of  figuring  his  taxes,  but  a  com- 
monly accepted  one  is  this:  He  says 
the  intangibles  are  now  worth  three 
times  earnings,  or  $525,000.  The 
equipment,  though  fully  depreciated, 
still  is  worth  $750,000.  That,  of 
course,  adds  up  to  only  $1,275  million, 
but  this  doesn't  bother  the  purchaser, 
nor  does  it  bother  the  Internal  Rev- 
enue Service.  The  IRS  permits  the 
purchaser   to   write    up   the   value   of 


both  the  intangibles  and  the  equip- 
ment proportionately  to  reach  $3.5 
million.  By  this  process,  for  tax  pur- 
poses, the  intangibles  become  worth 
roughly  $1.5  million  and  the  equip- 
ment $2  million. 

Now  assume  that  the  purchaser  de- 
preciates the  legally  inflated  price  of 
his  equipment  over  ten  years  and 
that  the  station  still  shows  an  oper- 
ating profit  of  $350,000.  Under  these 
circumstances  the  station  will  show 
only  $150,000  pretax  and  $75,000 
after  taxes.  But  it  will  have  "real  earn- 
ings"— that  is,  cash  flow — of  $275,000, 
consisting  of  $200,000  depreciation 
and  $75,000  profit,  as  opposed  to 
only  $175,000  for  its  previous  owner 
who  didn't  have  as  good  a  tax  break. 

In  this  setting  it  is  not  hard  to  see 
that  much  of  the  trading  in  radio  sta- 
tions today — and  much  of  the  rise  in 
station  prices — stems  from  a  kind  of 
swapping  among  station  owners.  Two 
men,  both  with  $1  million  in  a  station, 
can  each  sell  his  for  $3.5  million; 
and  each  owner,  using  the  sample  fig- 
ures above,  could  thereby  increase 
his  annual  cash  flow  by  $100,000. 
Moreover,  the  depreciation  portion 
has  the  added  advantage  of  not  being 
taxable  as  personal  income. 

The  federal  income-tax  regulations 
also  enable  a  man  who  owns  a  radio 
station  to  show  losses  and  still  live  in 
at  least  reasonable  affluence.  Consider 
Ralph  J.  Baron,  who  now  owns  three 
stations.  Baron  went  into  the  radio 
business  in  I960  by  purchasing  WILA 
in   Danville,   Va.   He   ran   it   with   his 


HOLDING  THE  BAG 


Schwartz  of  ABC 


Radio  stations  have  made  the  ad- 
justment to  television.  But  the  weak 
sisters  of  the  business  are  the  four 
big  radio  networks — CBS,  NBC, 
ABC  and  Mutual.  In  decades  past 
it  was  the  networks  that  fed  the 
popular  family  shows  to  affiliated 
local  stations  around  the  country 
during  the  prime  after-dinner  hours. 
But  as  the  stations  switched  their 
formats  to  stress  local  or  special- 
ized programming,  the  demand  for 
national  shows  faded,  leaving  the 
networks  holding  the  bag. 

The  result  is  that  network  rev- 
enues today  are  barely  5%  of  a 
$912-million  industry,  and  the  four 
networks,  taken  together,  show  a 
deficit. 

The  problem  with  the  networks, 
says  Vice  President  Walter  A. 
Schwartz,  who  heads  ABC  net- 
•work  operations,  is  that  "they  have 
been  run  just  the  way  they  were 
before  television,  trying  to  be  all 
things    to    all    people."    But    ABC, 


says  Schwartz,  has  found  a  new  ap- 
proach. 

Starting  in  January,  anyone  sign- 
ing up  for  ABC  network  program- 
ming was  allowed  to  sign  for  only 
one  of  four  program  formats,  each 
sent  out  at  a  specified  time  during 
the  day.  While  all  four  formats 
stress  news,  the  number  of  minutes 
per  hour  varies  by  format.  Since 
affiliates  typically  carry  only  a  small 
percentage  of  network  program- 
ming, the  new  plan  in  eff'ect  forces 
them  to  pick  in  advance  the  pro- 
gram format  they  want,  thereby 
enabling  ABC  to  offer  the  other 
formats  to  another  affiliate  in  the 
same  market.  This  type  of  pro- 
gramming means  that  ABC  will 
now  be  able  to  sign  up  four  affiliates 
in  one  market  instead  of  the  single 
affiliate  it  was  permitted  in  the  past. 

The  new  approach,  says  ABC, 
makes  traditional  radio  network 
programming  obsolete.  But  wasn't 
it  obsolete  ten  years  ago? 
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Let  us  be  your  Investment  Information  Center 


What  to  look  for  in  the"f ini 
annual  reports:  a  memory 


Of  the  millions  of  financial  reports  now  pouring  into  America's  mail- 
boxes, many  will  go  straight  into  America's  trash  cans.  Pity— because 
these  reports  often  contain  information  of  vital  importance  to  investors. 
For  Merrill  Lynch's  36-page  basic  guide  to  understanding  financial  re- 
ports, clip  coupon.  Meanwhile, 
glance  over  these  five  sometimes 
overlooked— but  often  revealing- 
elements  which  can  bear  on  a 
stock's  past,  present  and  possible 
future. 

Confronted  by  stacks  of  annual  re- 
ports, even  the  most  seasoned  inves- 
tor may  overlook  significant  details. 

This  five-point  Merrill  Lynch 
checklist  is  by  no  means  exhaustive. 
But  it  may  remind  you  of  some  of  the 
key  factors  that  analysts  study— and  on 
which  they  formulate  widely  followed 
recommendations  to  investors. 

Note:  Remember  that  Merrill 
Lynch's  interpretation  of  financial  re- 
ports, supplemented  by  up-to-date 
data  our  Research  Department  gleans 
on  more  than  2,200  companies,  is  al- 
ways yours  for  the  asking. 

Dividends 
Paid  out,  or  paid  in? 

Many  investors  consider  a  generous 
dividend  sufficient  reason  for  buying 
acompany's  stock.  Maybe.  Maybe  rtor 
Check  the  balance  sheet  in  your 
company's  annual  report  for  the 
amount  of  earnings  retained,  as  well 
as  the  amount  paid  to  shareholders. 
It  is  frequently  more  beneficial— to 
a  company  and  its  shareholders  — tor 
the  company  to  pay  little  or  nothing 
in  dividends,  and  to  plow  the  maxi- 
mum amount  of  earnings  back  into 
the  business. 

Reason:  by  retaining  earnings,  a 

company  may  avoid  issuing  new 


Clip  coupon  for  this 
free  36-page  booklet. 

stock,  or  borrowing  at  today's 
high  interest  rates.  Reinvestment 
of  retained  earnings  could  enable 
a  company  to  grow,  and,  hope- 
fully, to  increase  profits. 
Moral:  Think  twice  before  rejecting 
a  stock  simply  because  it  pays  a  less- 
than-generous  cash  dividend.  Look 
what  has  happened  to  Xerox  and  IBM 
over  the  long  run. 

Non-recurring  items 

Don't  mistake  a  flash  in  the  pan 

for  genuine  gold 

If  a  company's  earnings  have  risen 
spectacularly— with  no  significant  in- 
crease in  sales— it's  worth  your  while 
to  scrutinize  the  report  for  a  reason. 

Competition  may  have  fallen  by  the 
wayside.  Management  may  have 
changed.  Any  one  of  a  dozen  factors 
may  have  made  a  contribution  that 


will,  hopefully,  be  repeated  in  years! 
to  come.  Or,  you  may  find  from  a 
scrutiny  of  the  income  statement  that 
there  has  been  a  bonanza  in  the  form 
of  non-recurring  income. 

Example:  a  mining  company, 

with  10,000  shares  of  common,( 

has  earnings  one  year  of  $100, 

000.  Next  year,  the  companj 

sells  oflf  an  unworked  claim  foi 

$200,000.  Earnings-per-sharf 

zoom  from  $10  to  $30.  Triple 

But  next  year? 

Non-recurring  income  may  come 

from  property  sales,  tax  refunds,  dis 

posal  of  subsidiaries  or  a  thousano 

generally  unrepeatable  special  items 

Non-recurring  losses  can  take  place 

too.  Either  can  present  the  unwary  m 

vestor  with  a  distorted  idea  of  a  com 

pany's  future  earnings  potential. 

RandD 

Will  new  processes 

revolutionize  profits? 

When  a  company  has  exciting  ne"j 
product  developments  afoot  or  ahea<  I 
you'll  frequently  find  significant  dtl 
tails  in  its  annual  reports. 

Two  samples  from  the  thousanc] 
of  reports  our  analysts  screen:  La! 
year's  Reynolds  Metals  report  told  ij 
a  record  122  patents  awarded  to  tl 
company;  the  most  recent  Ampex  rj 
port  stated  that  67%  of  the  yeaij 
sales  were  derived  from  products 
years  old  or  less. 

Naturally,  no  company  will  reve  I 
confidential  details  of  its  projects  ai  j 
patents  in  a  public  document.  B  | 
canny  investors,  reading  between  t  i 
lines,  often  reap  a  valuable  idea 
a  company's  willingness  to  look  ahe  j 
—and  hence  to  its  potential  for  "glai  j 
our"  in  the  market. 


54 


FORBES,  APRIL  15,  1961 


I) 


rinf'of  this  month's  flood  of 
>gger  from  Merrill  Lynch 


Conversion  of  convertibles 
A  poke  in  the  eye— or  a  shot 
in  the  arm— for  the  common? 

tudy  the  footnotes  to  your  com- 
iny's  financial  statements  for  details 
'  outstanding  convertible  preferreds 
■  bonds.  Conversion  of  these  senior 
:curitics  into  common  can  impair  or 
iprove  earnings-per-sharc. 
Suppose  a  company  has  earnings 
f  510,000.000,  with  one  million 
larcs  of  common,  and  half-a-million 
lares  of  4%  preferred,  convertible 
:  one  for  one,  outstanding.  Payment 
n  the  preferred  dividend  is  $2,000,- 
OO.  leaving  $8,000,000.  Earnings- 
jr-share  of  common;  $8. 

If  the  convertibles  are  converted, 
there  is  no  preferred  dividend  to 
pay,  but  the  $10,000,000  earn- 
ings must  be  divided  by  one-and- 
a-half-million  common  shares. 
(One  million  of  the  old  common, 
plus  half  a  million  of  the  new 
common.)  Earnings-per-share 
drop  to  $6.67.  A  fall  of  a  dollar 
thirty-three. 
inother  company  has  the  same  earn- 
igs  of  $10,000,000,  the  same  mil- 
on  shares  of  common,  the  same  half- 
lillion  shares  of  preferred,  also  con- 
ertible  at  one  for  one.  But  dividend 
n  the  preferred  is  JVs  % .  Payment 
n  preferred  dividend:  $3,750,000. 
iarnings  remaining:  $6,250,000. 
:arnings-per-share    of    common: 
i6.25. 

If  the  convertibles  of  this  com- 
pany are  converted,  a  heavier 
preferred  dividend  is  eliminated. 
Result:  earnings-per-share  ($10,- 
000,000  divided  by  one-and-a- 
half-million  shares)  rise  to  $6.67. 
An  increase  of  forty -two  cents. 


Invitation:  If  your  company's  annual 
report  does  not  give  you  all  the  de- 
tails on  convertibles  you  need,  call, 
write,  or  stop  by  a  Merrill  Lynch  of- 
fice. If  you  hold  convertible  securities 
yourself,  check  with  us  to  make  sure 
that  no  special  provision  — such  as  a 
call  or  time  limit— may  be  putting 
your  interests  in  jeopardy. 

Bonds 

Is  a  major  vintage  coming 
to  maturity? 

Many  companies  took  advantage  of 
the  low  interest  rates  of  the  40's  and 
50's  to  issue  debt  securities  such  as 
bonds.  Some  of  them  are  coming  due 
for  redemption.  You'll  generally  find 
the  principal  amounts,  and  the  dates 
on  which  they're  due,  in  the  fine  print 
of  the  footnotes  to  a  company's  finan- 
cial statements. 

To  raise  new  debt  capital  to  replace 
such  securities  in  today's  markets,  a 


company  must  either  pay  materially 
higher  interest  rates,  or  "sweeten"  its 
issues  with  convertibility  or  warrant 
provisions,  or  both.  Either  method 
may  cause  a  drop  in  a  company's 
earnings-per-share  of  common  stock. 

Example:  a  company  has  $20,- 
000,000  of  3%  bonds  due  for  re- 
demption. Bond  interest  payable: 
$600,000.  If  the  company  refinances 
the  bonds  at  6% ,  the  interest  will  rise 
to  $1,200,000. 

Bond  interest  is  a  pre-tax  expense, 
so  only  about  $300,000  (half  the  in- 
crease) is  lost  to  net  earnings.  None- 
theless, $300,000  is  $300,000.  If  the 
company  has  a  million  shares  of  com- 
mon outstanding,  it's  30  cents  a  share! 

If  you're  in  doubt  about  the  possi- 
ble effects  of  refinancing  on  the  price 
of  any  company's  stock  (or  on  its 
bonds)  ask  for  our  Research  Depart- 
ment's opinion.  No  cost  or  obligation. 

Investigate— then  invest. 


MERRILL  LYIMCH, 

PIERCE,  FEIMNER  &  SMITH   IIMC 


FREE  36-PAGE  BOOKLET  f*  i 

To:  Merrill  Lynch,  P.O.  Box  333, 

Wall  Street  Station,  New  York,  New  York  10005. 

Please  send  me— without  charge  or  obligation— your  booklet  "How  to 
read  a  Financial  Report,"  explaining  in  simple  terms  the  jargon  of 
balance  sheets  and  income  statements,  and  how  to  interpret  them. 
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wife,  a  sales  manager  and  three  an- 
nouncers. He  paid  his  staff  $2,000  a 
month.  His  mortgage  and  other  ex- 
penses cost  him  $2,500  a  month.  On 
his  boolcs  he  showed  a  loss.  But 
thanks  to  the  cash  throw-off  from  de- 
preciation, he  was  able  to  pay  him- 
self $1,000  a  month  while  getting  to 
work  upgrading  Station  WILA. 

Specialize!  This  is  one  reason  why 
even  radio  stations  that  appear  to  lose 
money  can  sell  for  incredible  prices. 
"100  times  losses,"  as  the  radio  man 
said.  However,  there  is  also  this  fact 
about  radio  today:  Even  given  the 
strange  bookkeeping  of  the  industry, 
even  given  the  comf>etition  from  tele- 
vision, the  majority  of  radio  stations 
make  very  good  money. 

When  television  came  in.  everyone 
said  that  radio  was  through.  Thafs 
what  everyone  said  about  the  maga- 
zine industry  too.  The  fact  is  that 
radio  has  followed  exactly  the  same 
route  as  the  magazines.  Just  as  the 
general  magazine  is  on  the  ropes  in 
its  competition  with  television,  while 
the  specialized  magazine  has  prospered 
as  never  before,  so  has  the  radio  sta- 
tion that  attempts  to  appeal  to  every- 
one died,  while  the  specialized  radio 
station  has  boomed. 

One  of  the  men  who  realized  this 
before  the  industry  did  generally  is 
Erny  Tannen,  46,  who  now  owns  two 
radio  stations  and  has  a  half  interest 
in  two  others.  Tannen  bought  his  first, 
WDMV  in  the  Delmarva  Peninsula, 
which  lies  in  Delaware,  Maryland  and 
Virginia,  for  $100,000  in  1960. 
WDMV  was  losing  money,  not  merely 
on  the  books  but  in  fact.  Tannen  de- 
cided that,  with  specialized  program- 
ming, it  could  become  a  moneymaker. 
Eighty  percent  of  the  peninsula's  econ- 
omy consists  of  agriculture.  Explains 
Tannen:  '"The  farmers  listened  to 
their  transistors  in  the  barn,  on  the 
tractor  and  in  the  fields.  We  simply 
introduced  programming  they  could 
identify  with.  We  interviewed  them. 
We  were  the  official  radio  of  every 
farm  event.  We  attended  all  their 
meetings.  And  we  reported  all  the 
farm  news."  Tannen's  formula  dou- 
bled WDMV's  total  billings  in  a  little 
over  three  years. 

When  Tannen  and  a  partner  pur- 
chased another  station,  WYRE  in  An- 
napolis, Maryland,  he  again  examined 
the  area's  economy,  found  it  to  be 
strong  on  pleasure  boating.  "So  we 
became  known  as  the  marine  weather 
station  as  well  as  the  official  radio  of 
the  Chesapeake  Bay  Yacht  Club  As- 
sociation." he  says. 

As  a  result  Tannen  was  able  to  add 
to  the  previous  local  advertisers  on  the 
station  outsiders  whose  interest  was  in 
Tannen's  boating  market.  Using  this 
strategy  he  signed  beer,  marine  engine. 
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INVOL  VEMENT- 


One  theme  runs  through  the  pro- 
gramming of  the  young  entrepre- 
neurs who  have  moved  into  radic: 
listener  involvement.  News  stations 
broadcast  opinionative  editorials, 
rock-and-roll  stations  run  contests, 
and  talk  stations  put  their  listeners 
on  the  air.  "We  try  to  make  listen- 
ers conscious  of  the  station,  rather 
than  just  a  sound,"  says  one  radio- 
man. "People  don't  listen  to  pro- 
grams, they  listen  to  stations." 

When  Dennis  Bixler,  the  27- 
year-old  general  manager  and  48% 
owner  of  WVAM  in  Altoona,  Pa. 
(pop.  60,000),  took  over  WVAM 
less  than  two  years  ago,  the  station 
ranked  fourth  and  last  in  the  area. 
WVAM  is  now  No.  One;  its  bill- 
ings have  increased  50%;  it  has 
just  expanded  its  range  from  20  to 
over  60  miles;  and  Bixler  estimates 
it  is  now  worth  $450,000. 

WVAM's  regular  programming 
consists  of  "top  40  hits"  music  and 
three  news  breaks  per  hour.  Bixler 
admits  that  the  format  sounds  a 
little  strange.  Still,  he  maintains. 
"The  kids  listen  to  us  in  spite  of 
the  news,  and  the  adults  listen  in 
spite  of  the  music." 

The  reason  Altoona  listens  to 
WVAM  is  that  Bixler  has  suc- 
ceeded in  linking  his  station  to  the 
concerns  of  the  community.  When 
500  youngsters  from  Altoona  went 
to  Washington.  D.C.  for  the  day, 
WVAM  radiomen  traveled  with 
them  and  broadcast  back  hourly 
reports  to  their  families.  On  the 
return  trip,  the  WVAM  mobile 
unit,  lights  blinking,  rolled  trium- 
phantly ahead  of  the  state  police 
escort  to  lead  the  bus  caravan  to 
waiting  Altoona  parents. 

In  January  1967  Bixler  flew  in 
one  of  the  housewives  who  had  ig- 
nored the  State  Department's  travel 
ban  on  visiting  North  Vietnam,  and 


Bixler  of  WVAM 

a  former  South  Vietnamese  coun- 
selor during  the  Diem  regime,  and 
later  charge  d'affaires.  Tran  Van 
Dinh,  for  a  12-hour  "Awareness 
Explosion"  program  on  Vietnam. 
Once,  spotting  Vice  President  Hu- 
bert Humphrey  in  a  Washington. 
D.C.  airport,  he  got  an  exclusive  in- 
terview. "The  key  to  our  program- 
ming,"  he  says,   "is  involvement." 

So  far  Bixler's  biggest  coup  was 
to  talk  himself  into  the  press  party 
with  Vice  President  Hubert  Hum- 
phrey's November  1967  tour  of 
Southeast  Asia.  Much  of  the  cost  of 
the  trip  was  paid  for  by  local  busi- 
ness advertisers.  In  Saigon  Bixler 
interviewed  a  receptionist  at  the 
U.S.  Mission  who  was  from  Al- 
toona. obtained  a  list  of  soldiers 
from  Pennsylvania,  taped  inter- 
views with  every  Pennsylvania  ser- 
viceman he  could  find.  He  also 
opened  up  a  direct  line  from  Saigon 
to  WVAM  to  answer  questions 
from  Altoona  listeners. 

Bixler  wasn't  on  the  original  in- 
vitation list  for  the  Vietnam  trip. 
In  fact,  he  wouldn't  even  have 
known  of  it  except  that  he  heard 
about  it  when  watching  network 
television. 
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and  boat  insurance  companies.  And 
also  as  a  result,  he  says  that  he  has 
been  offered  $500,000  for  the  station 
which  he  purchased  for  $120,000  only 
five  years  ago. 

Tannen's  strategy  has  been  repeated 
by  many  other  owners  in  the  last  ten 
years.  Often  called  "the  magazine  con- 
cept," its  key  is  to  analyze  an  area. 
then  build  specialized  programming  to 
reach  the  market.  "I  never  buy  sta- 
tions," says  Tannen,  "only  markets." 

All  over  the  country  young  en- 
trepreneurs like  Tannen  are  focusing 
the  attention  of  their  stations  on  their 
prime  hours — early  morning  and  early 
evening — -and    on    auto    drivers    and 


owners  of  portable  radios.  In  the 
larger  markets  they  are  selecting  par- 
ticular segments  of  the  market.  To- 
day, for  example,  among  New  York's 
34  AM  and  FM  stations,  there  are 
three  Spanish-language  stations,  two 
all-news  stations,  numerous  "talk"  sta- 
tions, at  least  six  separate  varieties  of 
music  stations,  and  two  stations  aimed 
at  Negro  audiences. 

Even  in  small  markets  like  46,000- 
population  Danville,  Va..  specializa- 
tion has  paid  off.  When  Ralph  Baron 
bought  WILA,  a  sunrise-to-sunset  sta- 
tion, in  1960,  it  was  competing  direct- 
ly with  three  other  stations  and 
floundering.     Baron      responded     by 
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switching  its  programming  to  what  the 
industry  calls  "the  ethnic  format" 
beamed  at  Danville's  Negroes,  who 
comprised  one-third  of  the  population. 
"We  convinced  the  merchants  that 
WILA  was  in  the  advertising  business 
and  that  we  were  reaching  an  audi- 
ence they  couldn't  reach  on  the  other 
stations,"  says  Baron. 

Today  WILA  advertising,  which 
sells  for  $4  per  minute,  is  booked  to 
the  limit  ( 18  minutes  per  hour)  during 
four  months  of  the  year.  In  the  re- 
maining months  it  is  about  70%  sold. 
WILA  now  has  a  staff  of  12  and  the 
station  is  paid  for.  Expenses  run  about 
S9,000  a  month,  and  it  makes  over 
S60.000  a  year.  Baron,  who  paid  $85,- 
000  for  the  station,  says  he  recently 
turned  down  an  offer  for  $350,000. 

While  the  effort  to  win  people  back 
to  their  radios  has  proceeded  locally, 
it  has  resulted  in  some  impressive  na- 
tional statistics.  For  example,  in  1967 
an  estimated  47  million  radios  were 
sold,  bringing  the  total  number  in  op- 
eration to  over  250  million.  A 
RADAR  study  found  that  more  people 
listen  to  a  radio  sometime  during  the 
week  than  turn  on  a  television  set. 

Fighting  TV.  This  specialization  has 
not  only  captured  radio's  new  audi- 
ence but,  just  as  important,  it  has 
fragmented  radio  audiences  into  age, 
sex.  income  and  interest  groups  that 
are  critical  in  selling  advertising  in 
competition  with  television.  "With 
radio,"  says  Miles  David,  president  of 
the  Radio  Advertising  Bureau,  "the 
advertiser  can  pinpoint  his  audience 
much  more  than  on  television.  This  is 
one  of  the  things  the  big  national  ad- 
vertiser is  looking  for."  David  points 
out  that  companies  like  General 
Foods.  Bristol-Myers.  American  Cy- 
anamid  and  Mobil  Oil  all  more  than 
doubled  their  radio  expenditures  in 
the  first  nine  months  of  1967.  Bristol- 
Myers,  for  example,  increased  its  ex- 
penditures from  $579,000  to  $2.1 
million. 

With  advertising  revenues  of  $1.8 
billion,  the  television  industry  has  a 
commanding  lead  on  radio,  with  only 
$912  million.  Yet  some  of  radio's 
gains  are  undoubtedly  coming  at  the 
expense  of  television.  In  1966,  for  ex- 
ample, total  radio  advertising  income 
was  up  10%  as  compared  with  9% 
for  television.  In  1967,  a  bad  year  for 
advertising,  radio  was  up  about  3%, 
while  television  held  almost  even.  One 
result  of  this  increased  advertising  is 
that,  according  to  FCC  figures,  pretax 
radio  income  was  up  24%  in  1966, 
compared  to  only  a  10%  increase  for 
television. 

If  radio  is  doing  well  now,  the  fu- 
ture looks  just  as  bright.  In  the  East, 
since  almost  all  frequencies  are  already 
assigned,  entry  is  limited  and  current 


owners  are  protected.  Added  to  the 
promising  outlook  is  the  fact  that  sta- 
tions are  cheap  to  operate  and  costs 
are  easy  to  hold  in  line  as  listenership 
grows.  "This  is  a  fixed-overhead  busi- 
ness," says  Ralph  W.  Beaudin,  group 
vice  president  for  radio  at  American 
Broadcasting  Corp. 

Yet  the  broadcaster  who  pursues 
aggressive  growth  in  radio  faces  one 
obstacle:  the  FCC  limitation  on  the 
number  of  stations  one  company  may 
own  to  seven  AM  and  seven  FM.  This 
restriction  results  in  the  "trading  up" 
phenomenon  where  the  big  group 
broadcasters  like  Cox  Broadcasting, 
Metromedia.  Taft  Broadcasting  and 
Storer  Broadcasting,  all  of  whose 
sales  are  over  $30  million,  expand  by 
selling  their  smaller  stations  and  buy- 
ing bigger  ones.  It  also  means  that  the 
bigger  group  broadcasters  are  nor- 
mally heavily  in  television  (where  the 
limit  is  five  VHF  and  two  UHF  sta- 
tions) and  in  many  cases  have  diversi- 
fied out  of  radio  and  television. 

One  such  company,  Capitol  Cities 
Broadcasting,  which  presently  owns 
five  television  stations  as  well  as  seven 
AM  and  five  FM  radio  stations,  came 
close  to  skipping  radio  entirely.  "We 
were  like  many  other  people  during 
the  Fifties,"  says  President  Thomas  S. 
Murphy.  "We  were  preoccupied  with 
television.  But  we  picked  up  a  radio 
station  in  Providence  along  with  a 
television  station  we  were  after,  and 
finally  we  decided  to  go  into  the  radio 
business  seriously." 

Unlike  many  operators,  Capitol 
Cities  has  concentrated  on  making 
profitable  stations  more  profitable  by 
beefing  up  ad  sales  rather  than  trying 
to  cure  sick  operations.  That  is  per- 
haps just  as  well,  for  Murphy  admits 
that  Capitol  Cities'  first  attempt  at 
changing  a  station's  programming 
ended  in  disaster.  "It  was  my  fault," 
he  says.  "We  changed  the  program- 
ming of  our  Albany  station  in  1954 
from  a  good-music  format  to  rock- 
and-roll,  not  because  we  knew  why 
we  were  making  the  change  but  be- 
cause other  people  seemed  to  be 
making  money  with  this  format,  so 
we  figured  we  could."  The  change 
converted  a  modest  predepreciation 
profit  of  $29,000  to  four  years  of 
losses  averaging  $52,000  per  year. 

Murphy  says  his  unhappy  experi- 
ence in  Albany  is  one  explanation  for 
Capitol  Cities'  subsequently  strong 
record.  "We  hoped  ourselves  into  that 
decision,"  he  says.  "We  have  never 
done  that  again." 

His  record  confirms  it:  Capitol 
Cities  paid  about  $250,000  for  the 
Albany  station  in  1954.  Now  it 
is  easily  worth  $2  million. 

Not  bad  for  an  industry  that  was 
once  presumed  dead.  ■ 
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As  I  See  It 


"For  a  manager,  a  lifetime 
of  experience  is  no  longer  enough." 


An  Interview  with  George  Kozmetsf(y 

At  50,  George  Kozmetsky  is  quite  the  embodiment  of  the  American 
dream  of  success.  This  Seattle-born  academician  has  been  a  teacher 
at  the  Harvard  Business  School.  He  has  written  books  on  the  computer. 
He  was  a  co-founder  of  Teledyne  (FORBES,  Jan.  15,  1968),  and  left  the 
company  with  a  personal  fortune  of  some  $25  million.  Now,  with  many 
active  years  ahead  of  him,  he  is  setting  out  deliberately  to  try  building 
what  he  hopes  will  become  one  of  the  top  five  business  schools  in  the 
U.S.  At  the  University  of  Texas  since  September,  1966,  he  is  now  dean 
of  the  Business  School  and  a  member  of  the  biomedical  faculty. 

In  this  interview  with  FORBES  Associate  Editor  Wayne  Welch  and 
Reporter  Barbara  Keieti,  Kozmetsky  tells  why  he  thinks  most  present- 
day  business-school  teaching  is  obsolete — and  gives  some  views  on 
what  the  corporation  of  the  future  is  going  to  be  like.  His  views  aren't 
always  easy  to  follow.  And  he  sometimes  carries  his  iconoclasm  a  long 
way.  But  no  one  in  business  can  ignore  the  views  of  a  man  who  has 
been  as  successful  as  Kozmetsky — and  so  likely  to  influence  the  next 
generation  of  intellectual  business  leaders. 


What's  wrong  with  business  educa- 
tion today? 

Kozmetsky:  There  are  no  profes- 
sional schools  for  management,  or 
courses  for  management.  None  exist. 
And  if  you're  talking  about  the  kind 
of  management  required  over  the  last 
third  of  this  century  and  the  first 
quarter  of  the  next  one,  then  there 
are  very  few  if  any  universities  con- 
cerned with  the  problem.  Yet  it  is 
becoming  one  of  the  great  social  re- 
quirements of  our  day.  That's  why  I 
say  that  at  Texas  we're  starting  even 
with  other  schools — there's  not  a 
school  ahead  of  us  in  teaching  man- 
agement. 

But  you  can't  turn  around  without 
stepping  on  a  business  school.  Many 
universities  are  starting  them,  and 
there's  Harvard,  which  has  been  called 
the   West  Point  of  business. 

Kozmetsky:  But  most  teach  super- 
vision, not  management  of  technical 
and  intellectual  resources.  Look,  busi- 
ness is  made  up  of  a  series  of  pro- 
fessions. We  can  list  them  very  rapidly: 
accounting,  production,  personnel, 
marketing,  finance,  insurance,  real  es- 
tate, etc.  Now  we  can  also  add  re- 
search and  development  and  the  be- 
havioral sciences.  Each  of  these  is  a 
profession.  A  school  can  teach  the 
profession  and  it  can  teach  those  who 
supervise  others  in  these  business  pro- 
fessions. The  business  schools  are  the 
places  where  we  train  supervisors  of 
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business  professions.  But  even  that  is 
an  historical  accident. 

An  accident? 

Kozmetsky:  The  reason  that  it's  an 
accident  is  that  back  in  1924  a  finan- 
cier and  philanthropist  named  George 
F.  Baker,  a  founder  of  the  First  Na- 
tional Bank,  offered  the  city  of  New 
York  $5  million  for  the  construction 
of  a  bridge.  I  believe  the  bridge  un- 
der consideration  was  what  is  now 
called  the  George  Washington.  For  all 
we  know  it  might  have  been  called 
the  George  F.  Baker  bridge  but  some- 
how the  city  and  Mr.  Baker  didn't 
get  together.  Then  an  Episcopal  bish- 
op came  down  from  Boston  and  talked 
George  F.  Baker  into  giving  the  $5 
million  to  Harvard  for  the  establish- 
ment of  a  Graduate  School  of  Busi- 
ness Administration. 

Now,  here  is  where  we  get  our  su- 
pervisors of  the  professions  that  make 
up  business.  At  this  stage  of  the  game 
we  have  only  two  courses.  One  is 
the  case  method,  which  they've  been 
teaching  at  Harvard  since  Dean 
Donham  developed  the  idea  in  the 
Twenties.  He  had  his  eye  on  the  law 
school,  where  they  studied  cases.  The 
idea  is  that  if  you  learn  what  people 
did  wrong,  you  might  learn  to  do  it 
right. 

The  other  method  is  Carnegie-Mel- 
Ion's  computerized  business  game.  The 
business  schools  also  learned  to  func- 
tionalize.  They  set  up  an  accounting 
department,  a  production  department, 


a  marketing  department,  a  finance  de- 
partment and  other  specialties. 

Hardly   original,    the   way   you   de- 
scribe it. 

Kozmetsky:  Not  at  all.  It  was  in- 
vented by  Adom  Smith.  Around  the 
1770s  some  gifted  amateurs  in  En- 
gland started  the  industrial  revolution. 
We  had  a  business  theoretician  at  that 
time,  a  fellow  by  the  name  of  A. 
Smith.  We  also  had  an  engineer  at 
that  time,  by  the  name  of  Watt,  and 
somewhat  later  we  had  a  scientist  by 
the  name  of  Charles  Babbage.  Now. 
after  those  New  Yorker  articles  [a  se- 
ries on  the  computer  (Oct.  19,  26. 
1963),  now  available  in  book  form — 
The  Analytical  Engine  by  Jeremy 
Bernstein — and  frequently  handed  out 
by  IBM  as  a  primer  on  EDP].  most 
people  think  that  Babbage  was  the 
fellow  who  started  the  logic  of  the 
computer.  But  all  Babbage  did  was 
to  read  carefully  Smith's  chapters  on 
the  division  of  labor.  He  applied  that 
to  a  potential  computer,  and  he  also 
applied  it  to  business.  He  became  the 
first  modern  businessman.  He  revo- 
lutionized the  pin-making  industry  and 
the  first  post  offices.  He  also  changed 
the  life  insurance  business,  as  well 
as   getting   the  first   government  con- 
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STOCKBROKER  TO   KNOW 


Samuel  T.  Arnold,  Jr. 

listens  and  speaks 

for  the  investor 

Men  like  Sam  Arnold  help  us 
manage  our  firm  with  your  pres- 
ent needs  in  mind.  He  has  met 
Paine,  Webber's  primary  leader- 
ship requirement:  A  proved  rec- 
ord of  success  in  serving  our 
clients.  Now  he  is  regional  part- 
ner for  all  our  New  England 
offices. 

In  reaching  this  post,  Mr.  Ar- 
nold rose  from  trainee  to  stock- 
broker to  assistant  manager  in 
Providence.  Advanced  further  to 
manager  of  our  large  Park  Ave- 
nue office  in  New  York.  It  is  this 
up-from-the-ranks  experience  in 
all  our  regional  partners  that 
helps  us  avoid  the  pitfalls  of 
"ivory  tower"  thinking. 

Our  regional  partners  see  to  it 
that  our  plans  for  constantly  im- 
proving investment  service  are 
carried  out— plans  for  providing 
superior  training,  quality  re- 
search ideas  and  highly  efficient 
offices.  And,  because  they  are 
the  voice  of  our  customers,  men 
like  Sam  Arnold  have  an  impor- 
tant voice  in  formulating  these 
programs. 

The  leadership  of  men  like 
Sam  Arnold  makes  every  mana- 
ger and  stockbroker  in  our  60 
offices  better  equipped  to  pro- 
vide professional  guidance  to 
clients  across  the  country.  We'd 
like  you  to  be  our  customer. 

PAINE 

WEBBER 

JACKSON 

&  CURTIS 

Members  New  York  Stock  Exchange 


Samuel  T.  Arnold,  jr.  is  a  native  of  Providence,  Rhode  Island  and  is  a  graduate  of  Brown  University. 
A  Marine  Corps  veteran,  he  began  his  business  career  as  3  salesman  for  a  large  business  equip- 
ment manufacturer.  In  7952  he  joined  Paine,  Webber  in  Providence  as  a  trainee.  In  the  interven- 
ing years  he  steadily  advanced  from  stockbroker  to  Resident  Manager  of  one  of  the  firm's  large 
New  York  offices.  He  has  recently  been  appointed  Regional  Partner  with  responsibility  for  our 
offices  in  New  England.  He  is  a  past  President  of  the  Providence  Society  of  Financial  Analysts  and 
a  former  member  of  the  executive  committee  of  the  Association  of  Investment  Brokers. 
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Canadian  Pacific 
87" Annual  Report 


Progress  and  Prospects.  During  1967  further  prog- 
ress was  made  by  your  Company.  In  transportation, 
the  country  and  the  Company  entered  upon  a  period 
of  adjustment  to  fundamental  changes  wrought  by 
the  National  Transportation  Act,  which  was  passed 
in  February,  1967.  Among  other  things  now  per- 
mitted is  the  offering  of  unit  train  and  multiple  car 
rates.  Canadian  Pacific  took  advantage  of  this  new 
opportunity  and  is  now  handhng  unit  trains  of 
sulphuric  acid  from  Copper  Chfif,  Ontario,  to  south- 
western Ontario.  This  is  the  first  movement  of  its 
kind  in  North  America  for  liquids  in  tank  cars.  In 
the  environment  of  intense  competition  in  which 
we  live  and  which  the  new  Act  recognizes,  the  Com- 
pany's planned  marketing  approach  is  a  most  use- 
ful tool.  Marketing  projects  were  carried  out  during 
the  year  at  the  system,  region  and  division  levels  to 
increase  volume  in  specific  transportation  markets. 

Canadian  Pacific  (Bermuda)  Limited  continued  to 
expand  in  the  bulk  cargo  field  with  the  ordering  of 


four  new  vessels.  Highway  transport  was  actively 
developed.  Telecommunication  services  were  in 
greater  demand,  and  net  earnings  for  the  year  were 
up  substantially. 

Canadian  Pacific  Air  Lines,  Limited  did  a  record 
business  in  1967  and  its  operating  revenues  reached 
a  new  high  of  $95.2  million,  an  increase  of  15% 
over  the  previous  record  year  of  1966.  Despite  this, 
net  income  decreased  to  $3.2  milUon  from  $7.4 
million  in  the  previous  year. 

The  consolidated  net  income  of  Canadian  Pacific 
Investments  Limited  was  $39.9  million  for  1967, 
The  year  was  notable  for  progress  in  most  areas  of 
activity  of  this  diversified  subsidiary. 

CanaduuiGacific 

TRAINS  /  TRUCKS  /  SHIPS  /  PLANES  /  HOTELS  /  TELECOMMUNICATIONS 
WORLD'S     MOST     COMPLETE     TRANSPORTATION     SYSTEM 
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tracts  for  computers  and  defaulting 
on  both  of  them. 

But  the  theory  and  the  science  he 
set  up  are  still  in  use  today.  Much 
of  our  international  business  theory 
has  not  changed  from  that  time.  In 
England  they  never  professionalized 
it.  only  in  the  U.S. 

Nothing  significant  happened  in 
business  theory  until  1911  or  so,  when 
a  guy  by  the  name  of  Frederick  Tay- 
lor [an  American  engineer  and  in- 
ventor] came  along  and  brought  us 
something  called  scientific  manage- 
ment. All  Taylor  did  was  look  at  a 
shovel  and  say,  if  you  take  a  shovel  of 
this  width  and  a  man  of  this  size,  you 
can  get  more  work  done  in  a  day. 
We're  still  using  that  approach  today 
and  hope  to  lick  labor-cost  problems 
like  Medicare.  If  you  read  the  papers 
and  see  what  is  written  on  how  to 
solve  Medicare,  you're  reading  about 
techniques  formulated  by  Taylor  in 
1911.  Isnt  that  sort  of  stupid? 

Oh.  Adam  Smith  as  modernized  by 
a  guy  in  1911.  That's  what  they're 
teaching  today? 

Kozmetsky:  Well,  nothing  changed 
until  the  1950s,  when  we  began  to 
take  a  look  at  engineering  and  re- 
search and  we  said,  gee,  there  must 
be  something  in  engineering  that 
could  be  useful  to  business  in  con- 
trolling production.  So  we  started  two 
new  branches  of  business  techniques. 
In  the  1950s  we  didn't  even  have  a 
name  for  them.  By  the  1960s  we 
had  names  for  them.  The  first  was 
called  quantitative  methods.  It  con- 
sisted of  the  techniques  made  possible 
by  the  computer.  The  information- 
handling  capacity  of  the  computer  al- 
lows much  more  advance  experimen- 
tation in  solving  problems.  I  had  to 
leave  Carnegie-Mellon  and  go  to 
Hughes  Aircraft  to  apply  these  tech- 
niques, because  that  was  the  only 
place  computers  were  being  devel- 
oped. Then  Carnegie  Tech  started  a 
computer  game,  which  was  fairly 
"naive"  compared  with  what  you  have 
to  do  in  business. 

So  the  case  method  and  business 
games  are  the  two  approaches  offered 
today  to  train  supervisors  of  business 
professions. 

You  mentioned  two  new  develop- 
ments in  the  1950s.  What  was  the 
second? 

Kozmetsky:  Well,  that's  when  we 
began  to  realize  that  one  of  the  funda- 
mental things  a  businessman  works 
with  is  people,  so  we  reached  over  into 
the  arts  and  sciences  and  brought  in 
psychology,  sociology  and  political  sci- 
ence— the  behavioral  sciences. 


You're  still  talking  about  what  you 
call  the  education  of  supervisors. 
What  about  managers?  What  do  you 
think  management  is,  and  how  do 
you  teach  it? 

Kozmetsky:  The  manager  is  the  guy 
at  the  top  who  decides  how  to  use  all 
these  supervisors  and  their  professional 
departments.  What  should  he  do?  I 
don't  know,  and  after  15  years  in 
industry,  I've  learned  that  when  I 
don't  know  something,  I  have  de- 
fined a  research  project.  Therefore 
I  am  researching  this  project  of  what 
a  manager  should  be  like  and  what  he 
will  be  doing.  First,  I  look  across  the 
whole  gamut  of  scientific  principles 
and  see  that  there  are  absolutely  no 
scientific  principles  of  strategic  plan- 
ning— which  is  a  new  term  for  long- 
range  planning.  There  are  no  such 
scientific  principles  mainly  because  we 
have  never  posed  such  problems  to  any 
of  the  physical  or  social  sciences. 

Since  there  are  no  techniques  for  de- 
termining what  a  manager  will  do,  we 
have  to  use  our  judgment.  First  of  all, 
we  have  to  decide  how  far  ahead  we 
will  look.  Suppose  we  look  to  the  year 
2000.  Now,  one  way  of  thinking  about 
this  is  to  consider  that  a  high  school 
freshman  is  now  about  14  years  old. 
In  32  years  he's  going  to  be  46  years 
old.  So  we  know  we're  talking  about 
the  career  span  of  a  boy  who  is  now  a 
high  school  freshman.  Then  you  look 
at  him  and  ask  what  kind  of  manage- 
ment people  we  will  be  needing. 

But  how  can  you  know  that,  if  you 
don't  know  yet  what  management  is 
becoming? 

Kozmetsky:  Well,  I  can  look  at  what 
the  manager  will  be  doing.  Let's  look 
at  the  broad  sweep.  Mass  production 
is  becoming  automated.  In  the  last  15 
years  we've  doubled  the  number  of 
automobiles  produced  with  the  same 
number  of  people  working.  That  frees 
people  for  other  kinds  of  jobs.  So  we 
now  have  about  15%  of  our  people 
working  in  the  nonroutine,  nonpro- 
duction  industries,  that  is,  in  air-pol- 
lution, education,  communications  and 
so  forth.  These  are  nonroutine  because 
the  air-pollution  problems  of  Los  An- 
geles, for  example,  are  different  from 
those  of  New  York.  I  think  by  the  year 
2000  we'll  have  about  70%  of  our 
people  working  in  these  nonroutine 
jobs. 

Then  management  is  going  to  be  the 
science  of  attacking  custom  problems, 
education  and  the  like. 

Kozmetsky:  That's  right,  this  is  the 
big  new  growth  industry.  And  these 
problems  are  messy.  Management  will 
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be  the  management  of  intellectual  re- 
sources. 

Intellectual    resources?    You    mean 
we're  not  doing  that  now? 

Kozmetsky:  Remember  that  this  na- 
tion can  no  longer  afford  to  discrim- 
inate by  race,  color,  creed  or  IQ.  What 
we've  been  saying  to  people  is  that  to 


become  a  professional  you  must  have 
the  ability  of  scoring  high  on  IQ  tests. 
You  must  do  it  through  grade  school, 
four  years  of  college  and  graduate 
school.  Now,  if  you  can't  be  a  profes- 
sional, we're  perfectly  willing  to  make 
a  blue-collar  worker  out  of  you.  Even 
if  Walter  Reuther  gives  you  a  guar- 
anteed annual  wage,  you'll  still  be  a 
blue-collar  worker,  and  if  you  don't 


like  it,  you  can  work  in  green  cover 
alls  to  defend  the  U.S.  But  none  o 
this  is  going  to  be  acceptable  to  thi 
people  who  will  become  the  voting  ma 
jority  in  the  mid-70s. 

So  I  want  to  start  the  white-sriiocl 
industry.  Here  you  can  use  people  wh( 
don't  have  to  score  high  on  tests.  Fo 
example,  I've  been  trained  in  a  fev 
weeks  to  use  an  electron  microscope 
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BUSINESS:  STILL  IN  THE  ADAM  SMITH  STAGE? 


Dr.  George  Kozmetsky,  dean  of 
the  Texas  Business  School,  sees 
most  business  methodology  as  be- 
ing barely  out  of  the  18th  century. 
The  theoretical  founder  of  modern 
business,  he  says,  was  economist 
Adam  Smith.  "Smith  provided  the 
theory  for  the  industrial  revolution," 
Kozmetsky  says.  "In  his  chapters  on 
the  division  of  labor,  he  simply 
transferred  cottage  industry  to  the 
factory  floor.  Once  in  the  factory, 
the  job  was  divided  up  so  that  each 
worker  had  a  separate  piece." 

The  man  who  developed  Smith's 
theories  into  a  science  and  a  meth- 
odology was  the  English  mathema- 
tician, Charles  Babbage.  According 
to  "The  Analytical  Engine"  by 
Jeremy  Bernstein,  Babbage  invented 
the  method  of  observing  tasks  to  be 
done,  and  analyzing  them  mathe- 
matically. Known  during  World 
War  II  as  "Operational  Research," 
this  method  had  been  applied  by 
Babbage  to  the  pin  and  the  printing 
industries.  He  also  analyzed  the 
operations  of  the  British  Post 
Office.  He  demonstrated  that  the 
cost  of  collecting  a  letter,  figuring 
out  how  much  postage  should  be 
charged  for  a  particular  distance, 
and  delivering  it,  was  much  greater 


than  the  cost  of  transporting  it.  He 
suggested  that  the  Post  Office  in- 
troduce a  flat  rate  independent  of 
the  distance  the  letter  had  to  be 
carried.  As  a  result,  the  Post  Office 
a  few  years  later  introduced  the 
penny  post. 

Babbage  also  studied  the  records 
of  the  Equitable  Life  Insurance  Co. 
and  in  1824  published  the  first  re- 
liable "life  tables,"  which  were  used 
for  the  following  half  century  as 
the  basis  for  the  new  industry  of 
life  insurance.  "Babbage  extended 
Smith  mathematically,"  Kozmetsky 
says.  "He  went  to  France  to  work 
out  the  first  mathematical  tables 
for  firing  artillery.  For  this,  he  set 
up  a  division  of  labor  in  which 
mathematicians  sat  on  stools;  each 
one  did  one  calculation  and  passed 
the  paper  to  his  neighbor."  It  is  not 
surprising,  therefore,  that  it  was 
Babbage  who  worked  out  the  first 
rudimentary  computer  over  100 
years  ago. 

Kozmetsky  cites  as  the  next 
great  step  in  business  methodology 
the  work  of  Frederick  Winslow 
Taylor.  An  engineer  in  the  steel 
industry,  Taylor,  at  the  turn  of  the 
century,  invented  "scientific  man- 
agement."   Says    Kozmetsky:    "He 


invented  that  horrible  concept  we 
know  as  the  'efficiency  expert.'  He 
actually  extended  Smith.  Where 
Smith  broke  the  total  product  into 
separate  jobs,  Taylor  broke  the  job 
itself  down  into  separate  parts.  He 
invented  time  and  motion  studies." 

Business  education,  Kozmetsky 
feels,  is  still  teaching  basically  what 
these  men  invented.  What  Kozmet- 
sky hopes  to  do  is  discover  certain 
principles  that  will  enable  his  stu- 
dents at  Texas  to  group  problems 
into  classes.  He  believes  that  the 
big  management  jobs  of  the  future 
will  all  be  unique;  that  is,  each 
problem  will  be  solved  on  a  custom 
basis.  He  admits  that  he  does  not 
yet  have  such  principles,  but  he  be- 
lieves for  that  very  reason  he  and 
his  students  should  be  working  on 
them. 

Whether  Kozmetsky  and  Texas 
will  succeed,  of  course,  remains  to 
be  seen.  But  Kozmetsky  points  out 
that  such  attempts  are  not  new.  "A 
man  named  Francis  Bacon  tried  to 
bring  all  of  scientific  method  to- 
gether," he  says.  "He  was  caught 
taking  bribes,  so  no  one  listened 
to  him.  But  he  showed  that  it  is 
possible  to  work  in  such  a 
direction." 
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This  atmouncement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Debentures. 

The  offer  is  made  only  by  the  Prospectus. 


$150,000,000 

The  International  Nickel  Company 

of  Canada,  Limited 

6.85%  Debentures  Due  1993 

Interest  payable  April  1  and  October  1 


Price  100%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  he  obtained  in  any  State  from  only  such  of  the  undersigned  as  may 
legally  offer  these  Debentures  in  compliance  with  the  securities  laws  of  such  State, 


MORGAN  STANLEY  &  CO. 

DILLON,  READ  &  CO.  INC.  THE  FIRST  BOSTON  CORPORATION  KUHN,  LOEB  &  CO. 

BL  YTH  &  CO.,  INC.      DREXEL  HARRIMAN  RIPLEY     EASTMAN  DILLON,  UNION  SECURITIES  &  CO. 

Incorporated 

GLORE  FORGAN,  WM.  R.  STAATS  INC.        GOLDMAN,  SACHS  &  CO.       HALSEY,  STUART  &  CO.  INC. 
HORNBLOWER  &  WEEKS-HEMPHILL,  NOYES     KIDDER,  PEABODY  &  CO.      LAZARD  FRERES  &  CO. 

incorporated 

LEHMAN  BROTHERS         LOEB,  RHOADES  &  CO.         MERRILL  LYNCH,  PIERCE,  FENNER  &  SMITH 

Incorporated 

PAINE.  WEBBER,  JACKSON  &  CURTIS  SMITH,  BARNEY  &  CO. 

Incorporated 

STONE  &  WEBSTER  SECURITIES  CORPORATION  WERTHEIM  &  CO. 

WHITE,  WELD  &  CO.  DEAN  WITTER  &  CO.  PARIBAS  CORPORATION 

March  29,  1968. 
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Reynolds  is 

a  dedicated 

account 

executive 


More  than  750  of  them,  as  a  mat- 
ter of  fact — all  dedicated  to  a  fun- 
damental Reynolds'  belief  in  "sat- 
isfied customers." 

Not  that  we  aren't  interested  in 
new  accounts. 

We  are. 

But  here  at  Reynolds  our  first 
order  of  business  has  always  been 
our  present  customers. 

Good  thing,  too. 

Because  we  can't  possibly  han- 
dle the  business  of  every  investor 
— and,  not  everybody  wants  to  do 
business  with  us,  either. 

Still — a  gratifying  number  of  in- 
vestors who  do  drop  in  to  discuss 
stocks,  bonds,  or  commodities  with 
a  Reynolds'  Account  Executive 
seem  to  like  what  they  hear — and 
do,  in  fact,  wind  up  as  customers. 

And  remember,  if  you  do  come 
in,  you're  not  obligated  in  any  way 
to  open  an  account. 

V/e'U  be  glad  to  give  you  any 
help,  information,  or  guidance  that 
we  possibly  can. 

But,  fair  warning;  don't  be  sur- 
prised if  you  do  like  what  you  hear 
.  .  .  decide  to  become  a  Reynolds' 
customer  —  and  find  out  exactly 
what  we  mean  when  we  say,  "if  it's 
good  for  our  customers,  it's  good 
for  Reynolds." 


Reyholds  &  Co. 

MEMBERS  NEW  YORK  STOCK  EXCHANGE 
AND  OTHER  LEADING  EXCHANGES 

120  BROADWAY,  NEW  YORK,  N.  Y.  10005 
50  OFFICES  COAST  TO  COAST 


I've  been  trained  in  a  few  weeks  to 
use  X-ray  machines,  almost  any  ad- 
vanced type  of  diagnostic  equipment. 
The  armed  services  have  been  doing 
it  ever  since  World  War  I.  They  train 
people  without  college,  and  they  do  a 
good  job.  You  mean  to  tell  me  that 
just  because  I  run  an  electron  micro- 
scope that  I  am  not  intelligent?  A  man 
who  reads  that  microscope  is  doing 
some  of  the  most  advanced  pattern 
recognition  we  know.  Much  of  tech- 
nology today  is  not  in  books,  it's  in 
the  heads  of  people  like  that.  You 
need  these  people  in  order  that  those 
with  the  highest  IQs  can  construct 
advanced  models. 

How  are  you  teaching  such  man- 
agement at  Texas? 

Kozmetsky:  First  of  all.  we  pull  to- 
gether teachers  and  students  in  many 
different  fields — architecture,  medi- 
cine, engineering,  sociology.  The  busi- 
ness students  study  in  the  other  de- 
partments; the  others  take  our  business 
courses.  We  attack  problems.  Maybe 
a  problem  of  national  policy.  Take 
Medicare.  We  all  know  from  the 
English  and  French  experiences  that 
they  had  to  cut  back  on  socialized 
medicine  because  it's  so  expensive.  So 
the  first  problem  is  the  economic  one, 
how  can  it  be  paid  for?  The  second 
is  people,  how  can  you  set  up  a  white- 
smock  industry?  The  third  is  tech- 
nology. We're  spending  $26  billion  a 
year  in  this  country  on  research.  How 
do  we  transfer  that  technology?  We 
find  that  if  we  work  on  these  three 
things  we'd  have  to  solve  the  com- 
plete national  policy. 

Then  we  take  a  subset  of  problems. 
Why  do  we  wait  for  people  to  get 
sick?  Would  it  be  more  econoirical 
if  we  took  care  of  people  before  they 
get  sick?  We  can  take  the  data  from 
San  Antonio  and  the  16  surrounding 
counties  and  pump  it  into  my  com- 
puter models.  If  we  started  a  certain 
kind  of  out-D?tient  clinic,  what  would 
the  results  be?  What  if  we  spent  the 
money  on  new  medical  schools  in- 
stead? 

When  I  do  this  sort  of  thing,  I  am 
managing. 

This  isn't  what  most  people  think 
of  as  management. 

Kozmetsky:  I  want  to  train  people 
to  manage  intellectual  and  technical 
resources.  A  university  is  an  institution 
with  great  intellectual  resources.  How 
do  you  manage  such  an  organization? 
By  a  research  project.  You  start  work- 
ing on  it,  it's  dirty  and  messy,  it's  hard 
to  put  a  handle  on  it.  But  after  a  while 
it  starts  coming  along,  falling  into 
place.  And  you  may  be  able  to  use  the 


model  for  managing  something  else, 
another  set  of  problems. 

In  other  words,  your  students  try 
to  solve  management  problems  and  de- 
rive principles  of  management  at  the 
same  time.  They're  not  like  those  his- 
torians who  spend  their  time  studying 
the  nature  of  history. 

Kozmetsky:  They'll  do  both.  You 
must  understand  that  a  lifetime  of  ex- 
.perience  will  no  longer  be  enough  for 
a  manager.  He  must  have  the  ability 
to  learn  by  analogs.  I  have  a  model 
of  what  we  did  at  Litton  and  Teledyne. 
What  we  did  there  works.  Maybe  the 
model  is  only  good  for  two  companies, 
so  I  have  to  know  how  to  construct 
other  models.  The  old  disciplines  have 
to  be  broken  down  at  the  top  level. 
McNamara  did  a  bang-up  job  at  the 
Defense  Department  by  attracting  able 
people  and  bringing  them  together 
across  these  disciplines  and  getting 
them  to  work  on  the  problem.  In  some 
places  they  did  remarkably  well,  in 
others  they  learned  by  flopping. 

Does  your  faculty  cross  the  disci- 
plines at  the  Texas  Business  School? 

Kozmetsky:  Yes.  in  fact,  we  have 
several  teachers  who  have  joint  ap- 
pointments. That  is,  they  teach  in  the 
business  school,  but  they  also  teach  in 
the  schools  of  engineering,  computer 
sciences,  medicine,  education,  and 
economics. 

Do  you  use  the  case  method  at  all? 

I  want  to  give  the  students  the  case 
metiiod  to  acclimate  them  to  solve 
problems.  But  I  also  want  to  teach 
them  to  recognize  classes  of  problems 
and  to  structure  the  solutions.  These 
problems  arise  very  rapidly  in  non- 
repetitive    technological    industry. 

How  would  you  rank  the  top 
business  schools  in  the  U.S.  today? 

Kozmetsky:  I'd  say  Carneaie-Mellon 
is  tops  Then  Harvard,  Chicago  and 
Stanford.  The  objectives  these  schools 
have  set  are  fine.  But  the  objectives 
need  to  be  broadened.  Today  the  peo- 
ple who  are  running  companies  arc 
the  precomputer  managers.  In  time 
we'll  have  people  who  can  use  com- 
puters, can  work  in  teams  and  can 
manage  intellectual  resources.  I  think 
that  within  ten  years  we'll  have  learned 
how  to  teach  such  people.  We'll  have 
developed  courses  for  people  who  are 
to  become  managers  at  the  highest 
levels.  I  hope  that  Texas  will  be  in 
the  forefront  of  this,  and  that  we'll 
be  among  the  leading  business  schools 
in  the  country.  ■ 
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Faces  Behind  the  Figures 


James   Boyd 
Postmortem 

As  the  eight-month-old  copper 
strike  came  to  an  end  last  month, 
at  least  one  copper  executive  was 
willing  to  ponder  its  consequences. 
He  was  Australian-born,  American- 
educated  (California  Institute  of 
Technology,  Colorado  School  of 
Mines)  President  James  Boyd 
of  New  York-headquartered  Cop- 
per Range  Co.,  the  U.S.'  sixth- 
largest  producer.  Copper  Range 
was  struck  on  Aug.  31,  nearly  seven 
weeks  after  the  industry's  Big  Four 
shut  down,  and  its  strike  ended  on 
Jan.  25,  a  good  two  months  earlier 
than  the  rest  of  the  industry. 

Boyd  says  he  is  even  more  con- 
cerned that  the  strike  marked  a 
complete  breakdown  in  the  col- 
lective-bargaining process,  at  great 
cost  not  only  to  labor  and  man- 
agement but  also  to  the  U.S.  econ- 
omy and  balance  of  payments.  The 
National  Labor  Relations  Board 
dragged  its  feet.  President  Johnson 
refused  to  invoke  the  Taft-Hartley 
Act  and  showed  little  of  his 
customary  determination  to  pro- 
duce quick  results  at  the  White 
House. 

Boyd  thinks  only  Congress  can 
pr£vent  such  impasses  in  the  fu- 
ture. How?  "One,"  he  says,  "the 
unions  should  never  be  permitted 
to  go  on  strike  without  a  secret 
ballot.  Two,  if  they  do  strike,  at 
the  end  of  30  days  of  negotiations 
both  company  and  union  should 
present   their   latest   positions   and 

Boyd  of  Copper  Range 


another  secret  ballot  should  be 
taken.  This  would  at  least  force 
both  parties  to  negotiate  toward  a 
deadline." 

One  reason  that  the  strike  drag- 
ged on  so  long  was  that  the  copper 
companies  refused  to  agree  to  com- 
pany-wide bargaining  in  mining, 
smelting  and  especially  in  fabricat- 
ing, where  U.S.  wage  rates  put 
domestic  companies  at  a  severe 
disadvantage.  Copper  Range's 
fabricating  operations  were  not 
affected,  however,  because  the 
United  Steel  Workers,  the  principal 
union  involved,  did  not  represent 
any  of  its  fabricating  workers.  It 
was,  moreover,  able  to  get  a  some- 
what better  settlement  than  com- 
petitors did  because  Copper 
Range's  mine  is  underground  and 
thus  more  expensive  to  operate 
than  competing  open-pit  mines. 

In  addition,  says  Boyd,  "If  we 
were  going  to  have  to  pay  more, 
we  wanted  to  get  some  productivity 
gains  for  it,  and  we  did.  That's 
why  we  kept  hammering  away  at 
local  issues,  like  how  long  the  cof- 
fee break  was  going  to  be."  ■ 

John  W.  Field 
A  Question  of  Choices 

It  could  hardly  be  a  more  typi- 
cal story  these  days.  The  head  of  a 
small  family-run  concern  looks 
around  him  and  suddenly  realizes 
that  he  has  three  choices:  1)  ex- 
pand, 2)  be  absorbed  by  someone 
else,  or  3)  go  out  of  business. 
These  were  the  choices  that  pre- 
sented themselves  to  John  W.  Field 
as  he  took  over  from  his  father 
as  president  and  chief  executive  of 
Bridgeport-based  Warnaco,  Inc.  in 
1959. 

Formerly  Warner  Brothers  ("we 
had  to  change  our  name  because 
we  were  always  being  associated 
with  the  movie  people"),  Warnaco 
was  a  conservative  corset  manu- 
facturer whose  sales  had  stalled 
around  the  $30-million  mark.  Says 
Field,  who  gave  up  a  promising 
journalistic  career  at  Life  to  join 
the  family  concern  in  1947,  "We 
faced  the  dangers  of  a  one-prod- 
uct company  when  the  trend  in  the 
apparel  industry  was  toward  larger 
size.  Rather  than  sell  out,  we  de- 
cided to  try  to  survive  ourselves." 

His  first  move  was  into  related 
lingerie,  soon  followed  by  the  ac- 
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quisition  of  C.F.  Hathaway,  the 
"eye  patch"  shirtmaker.  In  1964 
he  bought  Puritan  Sportswear,  a 
manufacturer  of  brand-name  men's 
sportswear;  two  years  later  came 
White  Stag  Manufacturing,  a  mak- 
er of  women's  sportswear  and  the 
largest  producer  of  ski  apparel.  As 
a  result  sales  hit  $154  million  last 
year,  a  five  fold  increase  since  Field 
took  charge. 

But  then — also  an  old  story — he 
found  that  yesterday's  triumphs 
breed  today's  problems.  In  1966 
earnings  per  share  fell  33%  from 
1965,  last  year  regained  only  5% 
to  $2.69  a  share.  "Inevitably,  when 
you  grow  very  fast  you  go  through 
a  period  of  digestion,"  says  Field. 
"Well,  we  ate  a  big  dinner  and 
now  we  are  digesting  it.  If  you 
look  at  Gen^sco,  they  had  the  same 
growth  problems.  For  three  or  four 
years  they  didn't  improve  much; 
they  had  to  learn  how  to  manage 
this  business.  What  happened  in 
1966  was  basically  of  our  own 
making;  in  1967  we  were  partially 
involved  in  a  weak  industry  pat- 
tern. And  in  both  years  we  had 
things  to  clean  up."  The  clean-up 
included  dumping  Wh!te  Stag's  un- 
profitable European  operations  and 
liquidating  an  unsuccessful  Hatha- 
way venture  into  ladies*  blouses. 

But  Field  is  content  with  his 
choice.  "1  think  this  two-year  pe- 
riod of  consolidation  has  done  us 
good,"  he  says.  "I've  learned  a 
great  deal  and  in  the  future  will 
certainly  move  more  cautiously. 
I'm  more  knowledgeable  in  the  ap- 
parel field,  and  I  don't  feel  I  can 
make  very  bad  mistakes  because  I 
know  the  business  and  the  cus- 
tomers I'm  dealing  with." 

And  what's  more,  Warnaco  is 
still  alive  and  independent.  ■ 
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Russell   Wenkstern 
Chairman  Claus 

When  Russell  Wenkstern.  55. 
joined  Tonka  Corp.  of  Mound. 
Minn,  in  1952.  the  company  had 
sales  of  about  S400.000  and  a 
basic  product  line  that  still  has 
changed  little — steel  toy  trucks. 
Tonka's  reputation  was  founded  on 
durability,  and  Wenkstern  likes  to 
prove  it's  still  justified  by  balancing 
his  190-pound  bulk  on  a  five-inch 
toy  dump  truck.  But  that's  about 
all  that  hasn't  changed  at  Tonka  in 
the  past  15  years.  Last  year, 
Tonka's  sales  topped  $31  million, 
its  profits  SI. 7  million.  And  Wenk- 
stern. who  had  quit  his  job  teach- 
ing shop  in  a  Michigan  high  school 
to  become  a  toy  maker,  had  risen 
from  plant  manager  to  board  chair- 
man. 

In  the  old  days,  the  toy  industry 
consisted  of  hundreds  of  small 
companies  operating  like  the  toy 
shop  of  Santa  and  his  helpers.  But 
in  the  late  Fifties  television 
changed  all  that  by  creating  nation- 
wide demand  for  toys  like  Mattel's 
famous  Barbie  doll.  Toy  manufac- 
turers began  to  see  that  the  future 
of  the  industry  lay  with  the  big 
companies.  "In  fact."  Wenkstern 
says,  "toy  manufacturers  began 
realizing  you  need  the  same  skills 
to  manage  a  toy  company  as  a 
computer  company." 

Wenkstern  and  his  colleagues  set 
out  to  acquire  those  skills,  starting 
with  a  cost-control  program  that 
got  under  way  in  1958.  "Before 
that,"  Wenkstern  says,  "the  seat  of 
the  pants  said,  'Maybe  we're 
making  something  on  this  or  that.'  " 
When    Tonka    went    public    three 

Wenkstern  of  Tonka  Corp. 


years  later,  Wenkstern  found  him- 
self going  after  growth  as  well. 
"When  you're  publicly  owned,"  he 
says,  "you  have  to  be  dedicated  to 
growth." 

Tonka  began  looking  around  for 
other  businesses  to  supplement  the 
highly  seasonal  toy  business.  In 
1963  it  bought  Gresen  Manufac- 
turing Co.  (valves,  pumps,  motors) 
and  in  1 964  Wenkstern  took  Tonka 
into  the  metal  barbecue  market  to 
soak  up  some  unused  plant  capacity 
in  the  off-season.  Both  businesses 
have  done  well,  but  Wenkstern  now 
thinks  he  could  have  used  his  ex- 
cess capacity  more  profitably  on  a 
new  line  of  toy  trucks  than  on 
barbecue  grills. 

Such  gaffs  are  less  apt  to  hap- 
pen now.  In  the  last  two  years, 
Wenkstern  has  begun  emphasizing 
sophisticated  long-term  planning. 
Tonka  executives  put  their  first 
five-year  plan  into  effect  last  year, 
and  Wenkstern  is  sending  all  his 
executives  back  to  school  through 
management  seminars.  "Hell,  I  go 
too.  I  don't  know  all  the  answers," 
he  says,  with  all  the  humility  of  a 
former  shop  teacher.  ■ 

William   C.   Hittinger 
Lawyer  Up,  Engineer  In 

In  picking  William  C.  Hittinger, 
45,  to  succeed  him  last  month  as 
president  of  General  Instrument 
Corp.,  GI's  chairman  &  chief  execu- 
tive, Moses  Shapiro,  57,  has  in  effect 
conceded  what  GI's  critics  have 
long  been  saying — that  GI's  man- 
agemeht  wants  broadening. 

Since  Shapiro  took  over  the  old- 
line  manufacturer  of  radio  tuners 
in  1960,  General  Instrument  has 
been  on  an  acquisition  spree,  get- 
ting into  race-track  display  board 
(Universal  Controls),  CATV  sys- 
tems and  equipment  (Jerrold  Corp.). 
It  now  makes  a  wide  range  of  elec- 
tronics equipment,  including  semi- 
conductors and  UHF  TV  tuners. 
In  the  process,  Shapiro  raised  the 
company's  sales  from  $70  million 
to  $240  million. 

A  former  labor  lawyer,  Shapiro 
thus  proved  his  talents  in  the  ac- 
quisition field.  But  building  an  elec- 
tronics company  and  running  one 
are  not  necessarily  the  same  thing. 
Enter  Bill  Hittinger.  A  tall,  trim 
man  with  the  brisk  precision  of  a 
college  professor,  Hittinger  comes 
to  GI  from  AT&T.  Pennsylvania- 
born  and  educated  at  Lehigh  Uni- 
versity, he  was  executive  director 
of   the   semiconductor   division   at 
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Hittinger    of    General    Instrument 

Bell  Laboratories,  which  originally 
opened  up  the  entire  semiconductor 
field,  and  later  he  became  president 
of  Bellcomm,  Inc.,  an  AT&T  sub- 
sidiary that  makes  NASA  com- 
munications support  systems.  "I  left 
a  great  opportunity,"  Hittinger 
says,  "but  I  think  GI  is  an  even 
greater  one." 

Hittinger's  experience  at  Bell  is 
particularly  suited  to  help  develop 
GI's  potential  in  two  promising 
area.s — communications  systems  and 
MOS  (metal-oxide-silicon)  inte- 
grated circuits,  the  latest  entry  in 
the  semiconductor  sweepstakes. 
Hittinger  expects  the  market  for 
MOS  circuits,  which  totaled  $12 
million  last  year,  to  double  every 
year  through  1970,  and  believes 
MOS  circuits  will  eventually  ac- 
count for  the  lion's  share  of  the 
semiconductor  market.  "On  the 
broader  front,"  says  Hittinger,  "my 
job  will  be  to  consolidate  the  com- 
pany's technological  strengths,  to 
find  new  product  applications  and 
new  customers." 

Hittinger's  appointment  will  hard- 
ly solve  all  of  GI's  problems.  The 
semiconductor  market  remains  one 
of  the  most  competitive  in  U.S. 
business,  and  the  prospects  of  the 
company's  CATV  subsidiary,  now 
one  of  its  most  profitable,  will  re- 
main clouded  until  the  Supreme 
Court  rules  on  the  questions  of 
CATV's  liability  to  statutory  copy- 
right (that  is,  whether  it  must  pay 
to  use  broadcast  television  pro- 
grams) and  regulation  by  the  Fed- 
eral Communications  Commission. 
But  with  a  top-notch  technical  man 
in  charge  of  operations.  General 
Instrument  at  least  has  a  better 
chance  of  becoming  something 
more  than  a  mere  collection  of 
electronics  acquisitions.  ■ 
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Faces  Behind  the  Figures- 

Albert  Garfield  Trimble 

Button,  Button,  Who 
Wants  a  Button? 

Albert  Garfield  Trimble  runs  a 
business  that  blooms  every  four 
years.  It's  blooming  right  now.  For 
Trimble's  business  is  manufactur- 
ing campaign  buttons,  particular- 
ly Republican  campaign  buttons. 
Now  88,  he's  certainly  the  oldest 
U.S.  maker  of  Republican  cam- 
paign buttons,  and  he  says  he's  also 
one  of  the  largest.  He  started  mak- 
ing them  in  1920,  when  Warren  G. 
Harding  ran  for  President  against 
James  M.  Cox.  The  slogan  on  his 
buttons  that  year:  "Peace  and 
Prosperity." 

After  that,  Trimble  turned  out 
campaign  buttons  for  Calvin  Coo- 
lidge  ("Keep  Cool  with  Coolidge") 
and  for  Herbert  Hoover.  One  of 
the  Hoover  buttons  carried  a  prom- 
ise that  was  to  haunt  the  President: 
"A  Chicken  in  Every  Pot  and  Two 
Cars  in   Every  Garage." 

The  high  point  in  Trimble's  life 
came  in  1948,  when  a  Pittsburgh 
newspaperman  decided  four  years 
too  early  to  support  Dwight  David 
Eisenhower  for  President.  He  went 
to  Trimble  to  order  buttons,  but 
couldn't  think  of  a  slogan.  "Dog- 
gone it,"  he  said,  "I  can't  come  up 
with  a  slogan,  but  I  sure  do  like 
Ike."  Answered  Trimble,  "That's 
your  slogan." 

Slender  and  still  alert  despite  his 
years,  Trimble  operates  his  busi- 
ness, with  the  help  of  his  46-year- 
old  son  Richard,  from  a  small 
Pittsburgh  office  cluttered  with  old 
campaign  buttons,  yellowed  news- 
papers and  tattered  photographs  of 

Button-Maker  Trimble 


bygone  political  campaigns.  The 
clutter  is  a  business  asset,  because 
Trimble  has  discovered  that  there 
is   nothing  really   new   in   politics. 

For  example,  Teddy  Roosevelt 
had  a  campaign  button  that  showed 
Uncle  Sam  resting  his  right  hand 
on  Teddy's  shoulder  and  saying: 
"He's  Good  Enough  for  Me." 
Trimble  is  now  turning  out  a  Nixon 
button  that  shows  Uncle  Sam  rest- 
ing his  right  hand  on  Nixon's 
shoulder  and  saying — guess  what? 

Trimble  does  a  business  of  over 
$100,000  a  year  without  a  plant  of 
his  own.  He  dreams  up  the  ideas 
for  the  buttons  and  his  son  sketches 
the  design,  but  they  have  some  of 
the  several  hundred  button-makers 
turn  them  out. 

The  button  "industry"  now  runs 
about  $7  million  a  year  in  the  U.S., 
plus  about  $1  million  from  the  but- 
ton-makers known  as  "the  under- 
ground," who  make  the  kind  of 
buttons  even  a  hippie  wouldn't 
want  his  mother  to  see. 

Time  was  when  Trimble  took 
orders  only  for  Republican  cam- 
paign buttons.  "But  now,"  says 
Richard,  "we'll  make  buttons  for 
anyone — as  long  as  they're  not 
pornographic  or  derogatory."  ■ 


Wendell  W.  Anderson  Jr. 
Same  Players,  New  Game 

Three  years  ago  Wendell  W.  An- 
derson Jr.'s  $30-million-sales  Bundy 
Tubing  Co.  was  like  many  another 
smallish  company.  Built  by  Ander- 
son's father  around  one  item,  small 
steel  tubing  used  mainly  in  auto- 
mobiles and  refrigerators,  the  com- 
pany had  prospered  for  four  dec- 
ades by  sticking  to  two  simple 
rules:  1)  turning  out  the  product 
it  knew  best  and  2)  having  an 
Anderson  in  charge. 

Anderson  decided,  however,  that 
the  tried-and-true  rules  weren't 
good  enough  for  the  future.  Not  the 
one  about  having  an  Anderson  in 
charge,  of  course.  Anderson  is  now 
just  43,  and  his  brother  John,  cur- 
rently Bundy's  executive  vice  presi- 
dent, is  44.  What  did  bother 
Anderson  was  Bundy's  dependence 
on  a  single  product  line.  "Our 
tubing  had  penetrated  the  automo- 
bile and  refrigeration  markets  as 
far  as  we  could  expect,"  he  says. 
"In  the  future  we  would  be  de- 
pendent on  the  growth  of  these  in- 
dustries for  our  growth.  We  de- 
cided that  wasn't  sufficient." 


Anderson  of  Bundy  Corp. 


It  was  not  falling  profits — that 
common  complaint  of  family- 
owned  companies — that  touched  off 
Anderson's  soul-searching.  Since 
he  had  taken  over  as  president  in 
1959,  Bundy's  earnings  had  risen 
by  53%,  while  its  return  on  equity 
had  averaged  an  impressive  16%. 
Rather,  what  set  him  thinking  were 
offers  from  two  larger  acquisition- 
minded  companies  that  Anderson 
will  not  name,  companies  hungry 
for  Bundy's  70%  share  of  the  auto- 
motive tubing  business  and  its  so- 
phisticated specialty  steels. 

But  he  decided  against  them. 
"We  decided  we  wanted  to  remain 
independent,"  he  says.  "At  the 
same  time  we  became  quite  aware 
that  if  we  wanted  to  maintain  our 
growth  rate,  we  would  have  to 
move  into  new  products." 

Last  year  Anderson  began  the 
transformation  of  Bundy  into  a 
multiproduct  specialty  metals  com- 
pany, which  may  eventually  add 
plastics  and  rubber  to  its  lines.  He 
changed  the  company  name  from 
Bundy  Tubing  to  Bundy  Corp., 
went  public,  and  bought  National 
Rolling  Mi'ls,  a  $15-mi!lion  (sales) 
P'-oducer  of  specialty  strip  steel. 
Even  if  there  are  no  more  acquisi- 
tions in  Bundy's  current  fiscal  year 
(through  July  31).  sales  will  be 
over  $60  million. 

In  reshaping  his  company,  An- 
derson is  sticking  to  old  Bundy 
practice  in  another  respect,  besides 
having  an  Anderson  in  charge.  He 
also  intends  to  maintain  the  old 
Bundy  profitability.  The  goal?  "We 
plan  to  keep  our  return  on  equity 
above  15%  and  earnings  per  share 
increasing  at  10%  per  year."  ■ 
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Richard   A.    Smith 
LfTce  Father,  Like  Son 

When  Philip  Smith  built  his  first 
drive-in  movie  theater  in  Detroit 
in  1935,  the  downtown  movie  pal- 
ace was  still  king.  Yet  Smith  saw 
the  automotive  future  in  movies  as 
surely  as  Sears.  Roebuck  did  in  re- 
tailing. After  the  war,  the  drive-in 
emerged  as  one  of  the  bright  spots 
in  the  theater  business.  By  the  time 
Smith  died  in  1961.  his  company. 
General  Cinema,  had  gone  public 
and  ranked  as  one  of  the  nation's 
largest  drive-in  chains. 

"My  father  was  a  pioneer."  says 
his  Boston-born.  Harvard-educated 
son.  Richard  Smith,  43.  who  suc- 
ceeded him  as  president.  "He  was 
the  first  guy  to  see  the  commercial 
opportunity  in  drive-in  theaters.  He 
was  the  first  to  run  current  films  in 
drive-ins  and  to  have  a  policy  of 
letting  children  into  drive-ins  free." 

By  the  time  Phil  Smith  died, 
however,  the  drive-in  had  reached 
a  dead  end:  The  high  cost  of  sub- 
urban land  limited  the  opportuni- 
ties for  expansion.  So.  Richard 
began  building  small,  convenient 
movie  theaters  in  suburban  shop- 
ping centers.  "It  was  really  a  mar- 
keting vacuum,"  Smith  says.  "The 
large  independent  theater  circuits 
that  dominated  the  business  were 
separated  from  the  film  companies 
in  the  Forties  by  government  anti- 
trust actions,  so  there  had  been  no 
growth  in  the  industry.  There  was 
a  big  market  growing  up  in  the 
suburbs,  but  absolutely  no  new  fa- 
cilities to  serve  it." 

General  Cinema  stepped  into  the 
gap.  The  move  paid  off  handsome- 
ly. Besides  its  47  drive-ins.  General 
Cinema  now  owns  91  shopping  cen- 

Smith  of  General  Cinema 


ter  theaters,  the  largest  such  group 
in  the  U.S.,  and  hopes  to  build  20- 
25  more  a  year  for  the  next  two 
years  at  least.  In  1967,  with  shop- 
ping center  theaters  providing  55% 
of  revenues,  the  company  earned 
$2.3  million  on  $42  million  in 
revenues,  and  returned  over  19% 
on  its  common  stockholders'  equity. 

General  Cinema  has  done  so  well 
that  its  cash  throwoff,  almost  $4 
million  in  1967,  was  more  than 
Smith  could  use  in  his  theater- 
building  program.  Last  month  he 
laid  out  $18  million  in  cash  for 
the  American  Beverage  Corp.,  a 
Pepsi-Cola  bottler  with  four  plants 
in  Florida  and  Ohio. 

Why  soft  drinks?  Says  Smith, 
"The  young  people  of  the  country 
are  the  best  movie  customers  and 
the  best  soft-drink  customers,  so 
we're  hitting  the  same  market. 
Also,  it's  a  decentralized  business 
set  up  like  our  theaters." 

The  elder  Smith  made  a  killing 
by  finding  an  overlooked  oppor- 
tunity in  a  well-established  industry 
dominated  by  big  companies.  Quite 
clearly,  his  son  thinks  he  can  re- 
peat the  pattern  in  soft  drinks.  ■ 


Robert   H.    Piatt 
Hard  Act  To  Follow 

Bob  platt's  toughest  job  as  the 
new  boss  at  Magnavox  will  be  to 
prove  that  the  highly  profitable 
maker  of  TV  sets  won't  fall  apart 
without  Frank  Freimann. 

"We'll  probably  say  it  so  often 
that  people  will  say  we're  protest- 
ing too  rpuch,"  says  the  48-year-old 
president  who  took  over  after  Frei- 
mann died  last  month.  "But  even 
Freimann,  though  he  may  have 
been  somewhat  egotistical,  knew 
he  had  to  start  delegating  authority 
and  had  been  doing  that."  In  1963 
the  hard-working,  hard-driving 
Freimann  brought  Piatt  in  from 
General  Electric  Credit  Corp.  as  fi- 
nancial vice  president.  As  Freimann 
began  delegating  authority  he  in- 
creasingly turned  to  Piatt.  In  recent 
months  Piatt  has  served  as  spokes- 
man for  the  company,  a  job  once 
reserved  for  Freimann. 

Fortunately  for  Piatt,  Magnavox 
is  in  very  good  shape.  First-quarter 
profits  were  up  sharply  (50%  to 
66  cents  a  share),  and  Piatt  ex- 
pects the  improvement  to  continue. 
Actually,  the  first-quarter  surge  was 
a  pleasant  surprise,  since  he  hadn't 
expected  the  pickup  until  later. 


Plait    of    Magnavox 

Piatt,  a  financial  man,  is  far  dif- 
ferent from  his  blunt,  eccentric,  but 
creative  predecessor.  But  he  won't 
change  Freimann's  basic  policy. 
Freimann,  Piatt  says,  was  "totally 
right"  about  preferring  to  have  the 
highest  profit  return  in  the  industry 
rather  than  the  most  sales  (Magna- 
vox 1967  sales:   $464  million). 

Magnavox,  selling  directly  to  a 
few  dealers  rather  than  through 
distributors  to  many  dealers,  has 
earned  an  average  of  31.7%  on 
shareholders'  equity  in  the  last  five 
years — compared  with  23.3%  for 
Zenith,  itself  no  mean  performer. 
That  return  fell  a  bit  to  29.3%  last 
year — reflecting  a  slowdown  in  the 
growth  of  color  TV — but  Piatt  sees 
it  moving  back  up  this  year. 

Is  the  current  turnaround  in 
color  TV  permanent?  Piatt  says 
yes.  Dealers'  inventories  are  in  good 
shape.  Consumers  have  money 
after  last  year's  "savings  binge," 
and  there  is  plenty  of  credit  avail- 
able. Interestingly,  he  said  that  in 
the  credit  crunch  of  late  1966,  con- 
sumers could  get  credit  easier  than 
dealers — because  the  return  on  per- 
sonal  loans   is   higher. 

Be  that  as  it  may,  Piatt  will  have 
to  work  hard  to  keep  Magnavox  the 
industry  profit  leader.  Home  enter- 
tainment is  a  roughly  competitive 
industry,  what  with  Zenith  and 
RCA  battling  for  top  spot  and  GE 
and  Westinghouse,  among  others, 
scrambling  for  what's  left.  It  took 
a  genius  like  Freimann  to  carve  out 
a  specialty  spot  for  a  smallish  com- 
pany like  Magnavox. 

As  Piatt  puts  it:  "What  I  say 
doesn't  matter  much.  We'll  have  to 
perform."  ■ 
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Your  relationship  with 
your  stockbroker  is  a 
very  special  matter.  If  the  two 
of  you  don't  tune  in  on  the 
same  wavelength,  you're  never 
going  to  be  satisfied.  No  matter 
how  capable  he  may  be. 

So  look  around.  And  while 
you're  doing  it,  take  a  good  look 
at  Hornblower.  You  may  like 
what  you  see. 

For  one  thing,  we've  been  in 
business  since  1888.  There's 
nothing  like  experience  as  a 
base  for  taking  the  long  view. 

For  another,  we're  a  sizable 


Have  you  found 
the  right 
broker? 


firm:  sixty-three  offices,  more 
than  800  registered  representa- 
tives. So  when  you  ask  us  to  do 
something,  you  can  be  sure  we 
have  the  facilities  and  the  per- 
sonnel. 

And  we're  modern.  Our  com- 
puterized communications  sys- 
tems, for  instance,  are  among 


the  fastest  and  mos 
accurate  in  the  business 

These  are  a  few  of  the  man 
reasons  why  institutional  invej 
tors  like  to  deal  with  us.  W 
give  them  the  kind  of  servic 
they  want.  And  what  we  do  fo 
them,  we'll  do  for  you. 

If  an  experienced,  stronc 
progressive  firm  is  what  yo 
want.  Hornblower  may  be  wh£ 
you  were  looking  for  all  alon^ 
Try  us. 

We'd  be  glad  to  mail  you  oi 
current  market  letter.  Just  writ 
today. 


HaRNBLn\A/ET?  s  \A/EHKS -HEIVIPHILL,  NDYE^ 

8  HANOVER   STREET,  NEW   YORK,  N.  Y.   10004      MEMBERS  NEW  YORK  STOCK  EXCHANGE      OFFICES  COAST  TO  COA: 


E  miL  ST 


SINCE  1888 
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The  Forbes  Index 


preliminary 


Comprised  ol  the  following  components. 

•  How  much  are  we  producing? 
(FRB  index) 

•  How  many  people  have  been 
laid  off?  (U.S.  Dept.  of  Labor 
initial  unemployment  claims) 

•  How  intensively  are  we  work- 
ing?   (BLS    average    weekly 


hours  in  manufacturing) 

•  How  much  hard  goods  are  we 
ordering?  (Dept.  of  Comm. 
durable  goods  new  orders  of 
last  3  months  related  to  in- 
ventories) 

•  How  much  are  people  spend- 


ing? (Dept.  of  Comm.  depart- 
ment store  sales) 

•How  much  are  we  building? 
(Dept.  of  Comm.  private  non 
farm  housing  starts) 

•How  much  are  workers  earn- 


130  FEB 114.0 

125  MAR 112.5 

120APRIL  111.0 

-115  MAY  110.5 

110  JUNE  111.6 

105JULY  111.6 

100AUG 114.1 

95  SEPT 114.2 

9Q0CT 115.2 

85  NOV 117.3 

80  DEC 119.2 

75  JAN 120.2 

70  FEB 122.1 

MAR. (pre.)  122.5 


ing?  (Dept.  of  Comm.  per- 
sonal income  in  manufactur- 
ing and  mining) 

'Are  consumers  taking  on 
more  or  less  debt?  (Federal 
Reserve  net  change  in  con- 
sumer installment  debt) 


Whafs  a  Recession? 


Kt  first  glance,  the  question  seems  superfluous:  A  re- 
ression  occurs  when  business  isn't  good,  as  contrasted  with 
I  depression,  when  there  might  not  be  any  business  at  all. 
rhe  accepted  formal  definition  is  that  of  the  N.itional 
iureau  of  Economic  Research,  which  defines  a  recession  as 
I  decline  of  aggregate  economic  activity  that  is  of  moderate 
:ize.  fairly  widespread  and  lasts  from  about  six  months  to 
I  year  or  a  little  longer.  In  other  words,  somewhere  be- 
ween  poor  and  plain  terrible. 

Officially,  business  has  been  in  this  state  twice  since 
1956:  The  first  recession  was  in  late  1957-early  1958,  the 
iecond  in  1960,  both  of  which  correspond  to  downturns  in 
he  Forbes  Index  above.  But  the  Index  for  late  1966-early 
1967  shows  a  downslide  similar  to  those  of  the  two  re- 
ressions.  Did  we  not  then  have  a  recession  last  year? 

What  Do  You  Call  It?  The  answer  depends,  of  course,  on 
he  definition,  and  the  definition  depends  on  how  any  eco- 
lomic  index  is  constructed.  It  happens  that  the  Forbes  In- 
lej  stresses  many  of  those  areas — manufacturing,  housing 
tarts,  hard  goods- — that  suffered  most  last  year.  But  the 
-ORBES  Index  is  hardly  unique  in  this  respect.  Says  Leif 
3lsen,  senior  economist  for  New  York's  First  National 
[Tity  Bank:  "We  have  any  number  of  economic  activity 
;harts  that  have  cycle  shadings  to  show  recessions,  and  last 
i'ear  it  looks  like  we  forgot  to  put  in  the  cycle  shadings.  I 
!ind  it  convenient  to  call  it  a  'near-recession'  because  I  have 
;o  distinguish  it  from  the  years  before  and  after."  Olsen's 
position  reflects  a  growing  dissatisfaction  with  the  present 
definition. 

'A  good  new  term  to  describe  a  year  like  1967  would 
)e  desirable,"  says  John  Kendrich,  professor  of  economics 
U  George  Washington  University.  "By  the  National 
Bureau's  standards,  last  year  was  not  a  real  recession.  But 
t  certainly  was  a  real  retardation  in  growth.  And  I  think 
hat  the  term  'retardation'  would  be  a  good  one  to  use  be- 
;ause  it  suggests  lesser  growth  instead  of  an  actual  decline." 
The   National   Bureau   of   Economic   Research    is    by    no 


means  unaware  of  the  problem  and  refers  to  1967  as  a 
"subcycle,"  which  still  doesn't  satisfy  the  economists. 

Don  Conlan,  chief  economist  for  Chemical  Bank  New 
York  Trust  Co.  says,  "As  the  economy  becomes  more 
oriented  toward  services  and  the  role  of  government  con- 
tinues to  grow,  the  manufacturing  end  of  the  economy  can 
have  a  recession  that  is  masked  by  activity  in  the  service 
industries.  Perhaps  we  should  call  such  a  situation  an  'in- 
dustrial recession'  as  opposed  to  an  'economic  recession.'  " 
Like  Professor  Kendrich,  Conlan  places  great  importance 
on  a  slowdown  in  the  rate  of  growth.  "In  the  minds  of 
most  people,"  Conlan  says,  "a  small  increase  in  real  growth 
is  the  same  as  a  recession.  We  could  define  a  recession  as 
any  time  that  the  actual  growth  in  the  economy  falls  below 
the  potential  rate  of  growth  at  full  employment." 

Last  year  was  a  period  of  full  employment,  but  the  rate 
of  real  growth  was  only  2.5%,  even  though  the  gross  na- 
tional product  reached  a  new  high.  Total  disposable  per- 
sonal income  rose  4.3%,  but  this  was  less  than  the  5% 
gain  for  1966.  And  per-capita  personal  income  fared  as 
poorly:  a  1967  gain  of  3.2%  vs.  3.8%  for  1966.  On  the 
business  side,  corporate  profits  actually  fell  4.5%.  More- 
over, labor  productivity  rose  less  than  half  as  much  as  in 
1966,  only  1.4%,  but  compensation  per  man-hour  increased 
6% .  Capital  expenditures  equaled  the  record  amounts  of 
1966,  but  utilization  of  plant  capacity  dropped  five  points 
to  85.1%.  And  the  GNP  itself  suffered  a  drop  in  real 
dollars  during  the  first  quarter,  then  jumped  by  4.5%  in 
the  last  two  quarters. 

That  second-half  spurt  coincides  with  the  current  upturn 
in  the  Forbes  Index.  After  peaking  out  in  May  of  1966, 
the  Index  bottomed  last  May  at  a  2*/2-year  low.  By  this 
May  it  could  well  reach  a  new  high  again.  Meanwhile,  the 
sticky  question  of  how  to  classify  the  near-recession,  mini- 
recession,  or  what-have-you  of  1967  remains.  One  thing  is 
clear,  though.  In  an  affluent  society  that  demands  each 
year  to  be  substantially  more  prosperous  than  the  last,  the 
old  idea  that  business  is  good  if  it  isn't  bad  is  no  longer 
accepted.  Today  anything  less  than  a  boom  is  a  kind  of 
bust.  ■ 
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MARKET  COMMENT 

by  L.  0.  HOOPER* 


The  Right  Direction 


As  THIS  IS  WRITTEN  I  do  not  know 
what  Vietnam  will  do  about  the  peace 
proposals  or  what  Congress  will  do 
about  taking  the  necessary  steps  to 
strengthen  the  dollar.  I  will  assume 
that,  while  progress  at  times  may  seem 
slow,  we  are  headed  in  the  right  di- 
rection. To  repeat  a  phrase  used  in  t"  e 
Apr.  1  column  (written  before  the 
President's  Mar.  31  speech),  I  think 
the  "resolving"  factors  have  begun  to 
be  more  important  than  the  "compli- 
cating" ones.  We  probably  have  seen 
the  lows  in  most  stocks  for  the  1968 
bear  market.  There  will  be  periods  of 
doubt  about  this,  but  they  probably 
will  be  of  only  passing  importance.  If 
Hanoi  does  not  "come  through,"  the 
nation  certainly  will  be  more  united 
about  the  Vietnam  war  than  it  was  be- 
fore President  Johnson's  offer — and 
that  is  important. 

Whether  business  and  earnings  are 
better  in  the  second  half  than  in  the 
first  half  is  not  so  important  as  nation- 
al morale.  I  think  the  way  has  been 
cleared  for  national  morale  to  im- 
prove. The  institutions  and  the  public 
have  large  sums  of  money  earmarked 
for  investment  in  common  stocks;  and 
this  money  goes  to  work  as  people 
"feel  better."  Stocks  often  go  up  when 
earnings  are  going  down,  especially 
after  substantial  price  declines.  Most 
of  last  year,  it  will  be  remembered, 
stocks  went  up  when  earnings  were 
going  down. 

Short  on  Facts 

As  the  annual-report  season  comes 
to  an  end,  some  things  should  be  said 
with  considerable  emphasis.  The  qual- 
ity of  this  year's  annual  reports  leaves 
much  to  be  desired.  They  are  long  on 
typography,  pictures,  generalities  and 
shallow  public  relations  and  amazingly 
inadequate  as  far  as  significant  facts 
are  concerned.  This  is  especially  true 
of  the  conglomerate  or  multi-industry 
companies.  The  breakdown  of  sales 
and  earnings  in  most  cases  is  vague 
and  sketchy,  and  there  is  a  definite 
tendency  to  slide  over  unfavorable  fac- 
tors and  overstress  the  favorable.  To 
the  extent  that  annual  reports  are 
read  by  intelligent  investors,  this  is 
confidence-destroying  rather  than  con- 
fidence-building. 

One  of  the  companies  which  did 
publish  an  adequate  and  confidence- 


inspiring  annual  report  is  Beneficial 
Finance  (37),  which  pays  $1.60  a 
year  and  earned  $3.48  a  share  last 
year  as  against  $3.97  in  1966.  This 
company  was  one  of  the  earlier  con- 
glomerates, and  it  has  had  some  disap- 
pointments with  Spiegel,  Inc.,  one  of 
its  acquisitions.  Beneficial  has  declined 
from  the  60s,  and  now  seems  most  rea- 
sonably priced,  especially  since  there 
is  a  good  possibility  that  earnings  this 
year  will  rise  to  the  $3.75-$4  area. 
Beneficial's  earnings  dropped  last  year 
for  the  first  time  in  ten  years,  and  in 
1968  the  company  should  resume  its 
growth.  This  may  not  be  an  "exciting" 
stock,  but  it  looks  like  a  good  one  for 
the  investor  to  own. 

Federal  Pacific  Electric  (24)  is  ex- 
pected to  show  higher  earnings  than 
a  year  ago  for  the  first  quarter  of 
1968.  If  it  does,  this  will  be  the  21st 
consecutive  quarter  in  which  profits 
have  been  better  than  in  the  same 
period  the  year  earlier.  Federal  Pa- 
cific is  one  of  the  smaller  electrical 
equipment  companies,  and  it  looks 
like  ^  real  growth  concern. 

Philips'  Lamp  of  Holland  (36),  one 
of  the  writer's  long-time  favorites, 
showed  a  big  improvement  in  the 
fourth  quarter.  Earnings  last  year  were 
about  $2.85  a  share  on  an  "American" 
basis.  Right  now  more  than  $3  a  share 
for  1968  looks  like  a  reasonable  earn- 
ings expectation.  This  is  a  huge, 
worldwide  company,  and  the  stock  is 
reasonably  priced. 

McGraw-Edison  (37)  earned  $2.59 
a  share  in  1967  as  against  $2.14  a 
share  in  1966  in  spite  of  the  fact  that 
the  copper  strike  reduced  profits. 
There  is  a  good  possibility  that  profits 
this  year  will  exceed  $3  a  share.  Mc- 
Graw  is  well  diversified  in  the  elec- 
trical manufacturing  industry  and  has 
a  long-term  growth  record  of  which 
it  may  well  be  proud. 

In  the  last  issue  this  column  had 
some  good  things  to  say  about  West- 
inghouse  Electric  (69).  The  comment 
was  supplemented  by  an  interview 
with  President  Burnham  in  the  same 
issue  of  Forbes.  I  regard  Westing- 
house  as  one  of  the  more  attractive 
blue  chips  to  hold  for  growth. 

Inquiries  frequently  are  made  as  to 
how  to  invest  in  the  new  science  of 

*Mr.  Hooper  is  associated  witli  the  New  York 
Stocl(  Exchange  firm  of  W.E.  Hutton  &  Co. 


oceanography.  Alpine  Geophysical 
(around  22,  over-the-counter)  is  about 
100%  oceanography,  but  it  is  a  rath- 
er small  outfit.  The  company  which 
appears  to  be  further  ahead  in  the 
field  than  any  other  is  EG&G  (59"), 
which  is  also  credited  with  knowing 
more  than  any  other  company  about 
civilian  applications  of  nuclear  energy. 
EG&G  is  selling  very  high  in  relation 
to  earnings  of  less  than  $1  a  share. 
Westinghouse  Electric  is  also  far  ad- 
vanced in  oceanography,  but  that  is  a 
small  part  of  the  whole  WX  picture. 
There  probably  are  at  least  100  com- 
panies that,  one  way  or  another,  are 
in  the  field,  but  in  most  cases  their 
main  business  is  in  other  areas.  Ocean- 
ography no  doubt  has  a  big  potential 
but  it  is  quite  far  in  the  future. 

Profits  Up 

During  the  next  two  or  three  weeks 
many  first-quarter  earnings  reports  will 
be  published.  While  there  will  be  ex- 
ceptions, most  of  the  statements  will 
show  good  gains  over  a  year  ago,  con- 
tinuing the  trend  indicated  for  the 
fourth  quarter  of  1967.  Most  of  the 
steel  company  reports  will  be  especial- 
ly good,  reflecting  stockpiling  by  cus- 
tomers in  preparation  for  a  possible 
strike  Aug.  1 .  Chrysler  is  expected 
to  show  up  better  than  the  other  mo- 
tors because  of  its  effective  competi- 
tion. Most  of  the  retail  companies 
have  been  doing  well.  Results  in  the 
electronics  area  may  be  quite  mixed; 
the  semiconductor  sector  is  now  doing 
better,  but  results  won't  show  up  till 
later.  The  reports  of  the  mobile  homes 
companies  should  be  outstanding. 
Railroad  earnings  will  be  uniformly 
poor.  Not  much  cheer  is  expected  from 
the  drugs.  Oil  companies  have  been 
doing  well.  Most  coppers  will  reflect 
the  strike,  since  it  takes  about  60  days 
to  turn  out  metal  after  operations  are 
resumed. 

Some  of  the  stocks  which  I  find 
more  interesting  right  now  are  Hess 
Oil.  Amerada,  Halliburton,  Schlum- 
berger,  Lockheed,  Fibreboard,  Guer- 
don, National  Cash  Register,  Sears 
Roebuck,  Zayre,  J.C.  Penney,  Eagle- 
Picher,  National  Semiconductor, 
Kelsey-Hayes,  International  Mining, 
Texas  Instruments,  Fairchild  Camera 
and  Holiday  Inns.  The  airlines  look 
well  sold  out,  but  there  is  not  much 
earnings  improvement  incentive  to 
buy  them  unless  fares  are  increased. 

The  big  lesson,  perhaps,  from  the 
hectic  markets  of  the  past  two  weeks 
is  that  the  present  large  holdings  of 
cash  in  the  hands  of  the  institutions 
are  a  bullish  catalyst  of  great  impor- 
tance. In  a  very  true  sense  the  big 
rise  in  prices  on  the  initial  news  sug- 
gesting peace  was  a  buyers'  panic.  ■ 
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Send  today  for  these  4  Special  United  Reports  in 

IIGTION  PACKAGE  for  SPRING  '68 

United's  latest  opinion  of  each  group's 
record  of  profits,  risks,  growth,  and  market  action 

BUY?  HOLD?  SELL? 

Specific  advice  on  what  United  would  do  with  each  stock. 


THE  AIRLINES 


Will  the  profit  squeeze 

keep  the  outlook  dim,  or  does 

Un 

ited  see  growth  possibilities  ahead? 

American 

Eastern                            Pan  American 

Braniff 

National                           TWA 

Continental 

Northwest                       United 

Delta 

Western 

CONGLOMERATES 


Does  United  believe  there 

may  be  some  bargains  among  these  glamour 

stocks  that  have  stumbled? 


Grace  (W.  R.) 
Gulf  &  Western 
Indian  Head 
Kidde  (Walter) 


LIng-Temco-Vought 
Litton  Industries 
Studebaker 
Textron 


COMPUTER 
INDUSTRY 


United  evaluates  computer 

manufacturers,  software,  hardware,  and 

peripheral  equipment  stocks. 


Adams-Millis 

Digital  Equipt. 

Nat'l.  Cash  Reg. 

Burroughs 

Electronic  Assoc. 

Optical  Scanning 

Calif.  Computer 

Honeywell 

Potter  Instr. 

Computer  Sciences 

IBM 

Recognition  Eqpt. 

Control  Data 

Memorex 

Sperry  Rand 

Data  Products 

Mohawk  Data 

University  Comp. 

COMPUTER 
LEASING 

In  this  relatively  new 

industry  of  only  about  a  dozen 

companies,  which  does  United  favor? 

Data  Processing  Financial  Management  Assistance 

GC  Computer  Randolph  Computer 

Leasco  Data  Processing  Standard  Computers 
Levin-Townsend 


PLUS  A  GUEST  SUBSCRIPTION  TO  UNITED  REPORTS 

Buy.  Hold,  Sell  advice  .  .  .  facts,  figures  on 

•  68  Growth  Stocks  for  Long-Term  Gains  •    12  Stocks  Most  Favored  by  Other  Services 

•  22  Better-Grade  Stocks  for  Profit  •     8  Stocks  with  Rising  Dividend  Patterns 

•  23  Speculations  for  the  Venturesome  •   22  Stocks  for  Above  Average  Yields 

.  .  .  and  much  more 


UNITED 

BUSINESS  AND  INVESTMENT 

SERVICE 


MAIL  POSTPAID  AIRMAIL  CARD  TODAY! 
SEND  NO  MONEY  .  .  .WE  WILL  BILL  YOU 


United 
V   Business 
^^Service 


210  Newbury  St.,  Boston,  Mass.   02116 
If  the  card  has  already  been  removed  simply  drop  us  a  postcard  at  Dept.  FM15 
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Do  YOU 
KNOW... 

that  you  can  retain  the 
services  of  your  own 
experienced  investment 
consultant  for  only  ^180 
a  year? 


Do  you  know  that  this  man  is  a  member  of 
an  organization  that,  for  over  64  years,  has 
been  helping  people  manage  their  invest- 
ment portfolios? 

HERE  IS  WHAT  BABSON'S  INVESTMENT 
ADVISORY  SERVICE  CAN  DO  FOR  YOU 

•  As  a  Babson  client,  you  will  have  Invest- 
ment consultation  privileges  with  your  own 
Babson  Consultant.  You  may  contact  him 
either  by  mail,  'phone,  wire,  or  in  person. 
He  will  give  you  specific  unbiased  action 
advice.  His  recommendations  to  you  will 
be  based  on  the  combined  findings  of 
Babson's  Research  Department  and  In- 
vestment Committee. 

•  A  complete  analysis  of  your  estate  and 
portfolio  will  be  made  by  a  team  of  invest- 
ment specialists,  who  will  set  up  a  program 
in  line  with  your  objectives. 

•  Your  registered  securities  will  be  under 
continuous  study  by  Babson's  Research 
Department,  and  you  will  be  automatically 
notified  whenever  we  think  changes  in  the 
Market  picture  require  your  immediate 
attention. 

•  Every  Monday  morning  you  will  receive 
an  informative  bulletin  to  keep  you  up  to 
date  on  Market  situations  and  investment 
news. 

Remember,  Babson's  is  not  merely  a 
bulletin  service,  but  an  individualized  in- 
vestment advisory  service.  It  has  effec- 
tively served  thousands  of  investors  over 
the  last  half-century. 

If  your  portfolio  amounts  to  $7500  or  more, 
we  may  be  able  to  be  of  great  benefit  to 
you.  Wouldn't  it  add  to  your  peace  of  mind 
knowing  that  your  investment  decisions 
were  being  guided  by  one  of  the  country's 
oldest  and  largest  Investment  Advisory 
Organizations? 

ACT  NOW!  Mail  the  coupon  below  for  a 
free  brochure  which  explains  in  detail  how 
Babson's  might  help  you  to  BUILD  & 
PROTECT  your  Investment  Portfolio. 


Please  send  me  your  free  brochure  on  Bab- 
son's Investment  Advisory  Service. 

Name 


Street. 
City 


_State 


1904 


mm 


1968 


BABSON'S  REPORTS  inc. 

WELLESLEY  HILLS,  MASS.  02181 
DEPT.   F-253 
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STOCK  ANALYSIS 


by  HEINZ  H.  BIEL* 


Return  Of  Confidence 


V_ 


When  the  market  goes  down,  what- 
ever stocks  you  own  are  just  too  much. 
You  are  losing  money  which  you 
wouldn't  if  it  were  all  in  cash  or  a 
similarly  innocuous  investment.  Con- 
versely, in  a  rising  stock  market, 
people  think  they  are  missing  some- 
thing if  they  are  not  using  the  margin 
to  the  hilt.  It's  that  simple.  Or  is  it? 

Those  who  have  the  responsibility 
of  managing  other  people's  money  will 
hardly  ever,  most  probably  never,  go 
all  out  in  one  direction  or  the  other. 
They  will  lighten  up  when  they  feel 
apprehensive,  and  be  rather  fully  com- 
mitted when  the  sky  looks  bright.  The 
reason  for  such  compromising  is  not 
timidity  but  the  knowledge,  based  on 
experience,  that  the  market  can  take 
surprising  turns  when  least  expected. 

In  recent  years  we  experienced  sev- 
eral abrupt  reversals,  from  deepest 
gloom  to  relief  and  confidence.  Re- 
member the  Cuban  missile  crisis?  Or 
the  first  trading  day  after  President 
Kennedy's  death?  Or  the  six-day  Is- 
raeli-Arab war?  And  now  comes  Pres- 
ident Johnson's  offer  of  a  bombing 
pause.   Once   again,  this  could   be   it. 

In  my  previous  column,  which  did 
not  exactly  ooze  with  optimism,  I  said 
that  the  one  event  that  would  turn  me 
into  a  rip-roaring  bull  would  be  a  de- 
termined and  convincing  de-escalation 
of  the  hostilities  in  Vietnam.  When 
this  seemed  about  to  happen.  Wall 
Street  celebrated  the  event  with  the 
then  greatest  volume  in  history  and  a 
20-point  jump  in  the  DJI.  With  a  wide 
gap  opening,  bargain  hunters  never  got 
the  hoped-for  chance,  and  the  "shorts" 
were  caught  with  their  shorts  down. 
This  brings  me  back  to  the  beginning 
of  this  column,  namely  that  it  can  be 
just  as  risky  to  be  excessively  bearish 
as  it  is  to  be  blindly  bullish. 

Chaos  Averted 

After  our  de  facto  abandonment  of 
the  gold  standard,  all  other  financially 
important  countries  of  the  Western 
World,  except  France,  decided  that  it 
was  in  their  mutual  self-interest  to  ac- 
cept a  temporary  patchwork  solution 
rather  than  risk  the  possible  upheaval 
likely  to  be  caused  by  widely  fluctuat- 
ing foreign-exchange  rates.  Ironically, 
the  end  result  of  the  gold  crisis  is  that 
the  dollar  rather  than  gold  is  now  the 
standard  of  value.  The  dollar  is  the 


yardstick;  gold  has  become  variable. 

We  have  no  reason  to  be  particular- 
ly proud  of  this  turn  of  events.  It  does 
not  reflect  universal  confidence  in  the 
dollar,  but  merely  the  overwhelming 
economic  and  financial  power  of  the 
U.S.  The  other  countries  had  to  accept 
the  minor  evil.  Now  it  is  largely  up  to 
us  to  make  this  system  work.  Under- 
standably, neither  Congress  nor  the 
Administration  shows  much  enthusi- 
asm for  the  fiscal  discipline  and  some- 
what deflationary  policies  that  are 
necessary  to  give  a  more  solid  foun- 
dation to  the  dollar  and  assure  a 
reasonably  high  degree  of  stability  to 
its  value.  After  all,  so  the  argument 
goes,  why  take  a  chance  of  jeopardiz- 
ing the  prosperity  of  an  $820-billion 
economy  because  of  a  measly  $3-biI- 
lion  deficit  in  international  payments? 
But  we  are  too  intertwined  with  the 
rest  of  the  world  to  be  able  to  afi"ord 
an  isolationist  economic  policy. 

The  Federal  Reserve  lost  no  time  in 
tightening  the  credit  screws.  Interest 
rates  on  U.S.  Government  obligations 
rose  to  6.4%,  the  highest  in  more  than 
100  years,  compared  with  less  than 
2.5%  in  the  1940s.  High-grade  utility 
bonds  were  being  offered  at  yields  of 
over  7%  and  met  with  a  cool  recep- 
tion. Even  more  astounding  is  the  tax- 
free  yield  of  5.4%  on  New  York  City 
bonds,  which  amounts  to  a  return  of 
about  12%  to  a  New  York  City  resi- 
dent in  a  50%  federal  tax  bracket. 

Although  no  final  action  has  been 
taken  at  the  time  this  column  was 
written,  it  now  seems  virtually  certain 
that  corporate  and  individual  tax  rates 
will  be  raised.  Presumably  there  will 
also  be  a  cut  in  the  federal  budget, 
although,  I  fear,  such  reductions  may 
turn  out  to  be  largely  illusionary.  The 
objectives  are  not  only  to  reduce  the 
deficit  but  to  slow  down  the  rate  of 
growth  of  the  American  economy. 

Such  measures,  while  necessary,  give 
little  cause  for  jubilation.  Yet  the  stock 
market  had  been  taking  them  in  stride 
even  before  the  President  announced 
the  bombing  pause.  Perhaps  investors 
realized  that,  in  the  long  run,  it  is 
better  to  have  a  sound  economy  and 
steady  progress  than  an  inflation-fed 
boom  with  all  its  unhealthy  conse- 
quences. The  London  market,  too,  re- 

*Mr.  Biel  is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Emanuel,  Deetjen  &  Co. 
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sponded  favorably  to  a  rather  draconic  [ 
austerity  program. 

While  I  would  not  be  in  an  undue  j 
hurry  to  commit  all  reserves  until  we 
have  heard  Ho  Chi  Minh's  response, 
this  may  be  a  good  time  to  replace 
stocks  that  have  acted  poorly  and 
whose  prospects  are  uninspiring  by 
others  which  have  shown  resilience 
and  have  a  favorable  earnings  outlook. 

What  To  Buy 

Ever  since  a  new  management  took 
over  in  1961,  Chrysler  has  steadily  in- 
creased its  share  of  the  automobile 
market.  Facilities  have  been  enlarged 
and  modernized;  the  dealer  organiza- 
tion has  been  strengthened:  and  fi- 
nances are  in  good  shape.  Earnings 
this  year  may  reach  and  could  very 
well  exceed  $5  a  share. 

Among  the  major  international  oils, 
I  favor  Royal  Dutch,  selling  at  barely 
ten  times  minimum  earnings  of  $4.50 
estimated  for  this  year.  Also  to  be  con- 
sidered are  Marathon  Oil  and,  for 
more  speculative  purposes,  Hes'i  Oil. 

The  conservative  investor,  seeking 
that  priceless  combination  of  quality 
plus  growth,  may  be  attracted  by  C  oca- 
Cola  despite  its  high  price.  If  earnings 
reach  S4  a  share  this  year,  as  is  gen- 
erally expected,  they  will  have  more 
than  doubled  since  1963  (v*.  only 
about  a  23%  increase  for  General 
Foods  for  the  same  period).  United 
Fruit,  mentioned  here  before,  remains 
on  my  buy  list. 

Penn  Central  let  it  be  known  that  it 
intends  to  be  much  more  than  the 
largest  railroad  system.  Savings  re- 
sulting from  the  integration  ot  the  two 
roads  will  mount  in  the  years  ahead. 
The  company's  cyclical  characteristics 
will  be  lessened  by  a  program  of  di- 
versification through  acquisitions.  Be- 
fore long  PC  may  become  the  largest 
and  strongest  of  the  "conglomerates." 

In  the  retail  field,  my  first  choice 
among  the  department  stores  is  R.H. 
Macy,  which  is  expected  to  earn 
around  S2.40  a  share  this  year. 
Ahiong  discount  stores,  I  am  partial 
toward  King's  Department  Stores, 
with  its  fine  record  of  steadily  rising 
earnings. 

The  leading  office  equipment  issues 
have  performed  exceptionally  well. 
They  never  reached  a  bargain  level. 
Even  at  its  March  low  IBM  sold  at  40 
times  estimated  1968  earnings.  Na- 
tional Cash  Register  dipped  only  brief- 
ly below  100  and.  like  Burroughs,  has 
already  regained  the  greater  part  of  its 
entire  loss.  The  high  esteem  in  which 
the  business  machine  group  is  held  by 
the  investment  community  is  justified 
by  the  industry's  growth  prospects,  and 
it  is  doubtful  whether  these  stocks  will 
ever  be  "cheap,"  except  under  very 
unusual  market  conditions.  ■ 


Some  "uncommon" 
common  stocks  you 
ought  to  know  about 


"Uncommon"  opportunities  in  the  securities  markets  are 
what  investors  are  always  looking  for.  We,  of  course, 
make  no  guarantees,  but  our  Research  Department  has 
selected  some  50  common  stocks  which  do  appear  to 
offer  "uncommon"  opportunities.  They  are  analyzed  and 
grouped  by  investment  objectives  in  the  big  52-page 
Spring  Edition  of  Investment  Values  for  Today— just 
off  the  press. 

Specific  recommendations  like  these— on  a  regular 
and  continuing  basis— are  one  of  the  reasons  why  Francis 
L  duPont  &  Co.  is  known  for  its  progressive  investment 
ideas.  Our  clients,  both  those  who've  "made  it"  and  those 
who'd  like  to,  like  our  ideas.  That's  why  we  have  more 
than  a  half  million  clients. 

Many  of  our  most  successful  clients  started  with  us 
from  scratch— sometimes  with  very  little  "scratch."  So, 
come  see  us,  even  if  you've  never  invested  before.  We 
provide  a  fresh,  contemporary  approach  to  the  market 
backed  by  a  complete  range  of  investment  facilities  and 
service. 

Stop  in  at  any  Francis  L  duPont  &  Co.  office  and  let  us 
show  you  how  our  ideas  might  be  applied  to  helping  j'owr 
money  make  money.  While  you're  there,  you  can  pick  up 
your  copy  of  Investment  Values  for  Today.  Or  write: 
Francis  I.  duPont  &  Co.,  Dept.  F,  R  O.  Box  833,  Wall 
Street  Station,  New  York,  N.  Y.  10005. 


S 


FRANCIS  I.  duPONT  &  CO. 

Your  investment  success  is  our  business 

OVER  100  OFFICES  IN  THE  US,  CANADA  AND  ABROAD,  MEMBERS  N,Y 
STOCK  EXCHANGE,  PRINCIPAL  SECURITY  AND  COMMODITY  EXCHANGES. 
ADMINISTRATIVE  OFFICES    ONE  WALL  STREET  NY  TEL    212-344-2000 
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Fish  with  Berkley 
Triiene  and 


rence: 


Here's  a  line  so  different  tfs  pat- 
ented. It's  the  line  that  doesn't  de- 
teriorate from  air,  water  or  atmos- 
phere as  ordinary  monofilament 
does.  Berkley  Triiene  is  the  monofila- 
ment the  "pros"  and  guides  prefer, 
it's  the  line  that  wins  the  casting 
tournaments.  It's  the  line  that 
catches  more  fish — wins  more  con- 
tests. Sure,  it  costs  more,  but  it's 
worth  it.  The  built-in  "lubricant" 
keeps  it  lively  longer.  You  have  more 
fishing  fun  —  save  money  in  the 
long  run. 

are  so  anxious  for  you  to 
try  Triiene  we'll  pay  250 
towards  your  purchase  of 
2-100  yd.  spools. 


WE 


This  coupon   is   redeemable 
only    at    your   dealer. 


F-4 


This  coupon  worth  250  towards 
the  purchase  of  2-100  yd.  spools 
of  Berkley  Triiene  Monofilament. 

Purchaser's  Name 


Address. 
City 


.State. 


Zip. 


Dealer's  Name. 
Address 


City. 


.State. 


.Zip. 


Dealers:  Remit  this  coupon  directly  to 
Berkley  &  Co.,  Spirit  Lake,  Iowa  51360 
for  redemption.  Limit  one  per  customer. 
BERKLEY  &  COMPANY 
Spirit  Lake,  Iowa  51360 


Growth 
industry  .^^ 
Shares, 
inc. 


Since  1946 


A  MUTUAL  FUND 

INVESTING  IN 

GROWING  COMPANIES 


You  Buy  Direct 

GIS  has  no  salesmen  . . . 
pays  no  commissions 

Prices:  Net  Asset  Value  per  share  plus 
3%  on  investments  under  $2000,  reduc- 
ing to  1%  on  $25,000  or  more. 


Mail  coupon  below  lor  copy  ol  prospectus. 


Growth  lndusfryShare$,lnc.,Rooml018 
6  N.  Michigan  Ave.,  Chicago,  III.  60602 


City 


Slati 


ZIP 
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TECHNICIAN'S  PERSPECTIVE 

by  JOHN  W.   SCHULZ* 


The  Pressure  Of  Casti 


In  the  aftermath  of  President  John- 
son's multiple-bombshell  speech  of 
Mar.  31,  which  appears  to  have 
sparked  a  revival  of  investor  confi- 
dence, the  stock  market's  behavior 
during  the  preceding  weeks  takes  on 
added  technical  significance.  It  can 
now  be  seen  that  the  over-all  price 
movement,  as  reflected  by  the  New 
York  Stock  Exchange  all-common 
stock  composite,  reached  the  lowest 
point  of  the  1968  winter  reaction — al- 
most exactly  where  this  column,  four 
weeks  ago,  suggested  it  might — as  ear- 
ly as  Mar.  5,  three  days  before  the  gold 
rush  reached  its  nerve-shattering  peak. 
Shortly  thereafter,  crisis  pressures 
seemed  to  subside,  but  throughout 
March  the  stock  market  was  unable  to 
shake  off  a  deep  sense  of  gloom. 

Looking  back,  one  wonders  how  the 
average  price  level  managed  to  remain 
virtually  unchanged,  on  balance, 
through  most  of  February  and  all  of 
March  in  face  of  unprecedented  and 
often  seerringly  hopeless  problems  and 
dilemmas.  The  market's  refusal  to  col- 
lapse under  such  conditions,  and  un- 
der the  mounting  weight  of  bearish 
opinion,  can  now  be  regarded  as  evi- 
dence of  an  extraordinarily  high  de- 
gree of  technical  strength. 

A  $l-Biilion  Stockpile 

One  major  symptom  of  such 
strength,  on  a  potentially  decisive  sec- 
tor of  the  market,  did  not  come  fully 
to  light  until  the  last  week  in  March, 
when  the  Investment  Company  Insti- 
tute reported  that  the  mutual  funds' 
collective  reserves  of  cash  and  equiva- 
lents, as  of  the  end  of  Februar.  had 
climbed  to  an  all-time  high  of  $3.4 
billion,  equal  to  8.2%  of  their  total 
net  assets.  It  was  no  secret  that  the 
funds  had  been  stockpiling  cash  and 
reducing  their  common  stock  holdings 
all  along,  but  the  intensity  of  their 
preference  for  cash,  as  implied  by  the 
February  liquidity  ratio,  probably  ex- 
ceeded most  expectations. 

Institutional  hoarding  of  cash  is,  of 
course,  a  vote  of  no  confidence  in  the 
outlook  for  stock  prices.  But  for  a 
mutual  fund,  an  unusually  high  cash 
position  carries  a  double-edged  risk: 
If,  instead  of  falling,  stock  prices  rise, 
surplus  cash  not  only  loses  buying 
power  but  also  tends  to  dilute  the  per- 
share  equity  of  the  fund's  stockhold- 


ers. A  mutual  fund  that  hoards  cash 
received  from  new  stockholders  and 
otherwise  accumulates  an  excessively 
high  cash  reserve  is,  in  effect,  selling 
short  its  own  stock,  which  it  stands 
ready  to  redeem  from  the  public  on 
demand  at  going  portfolio  value. 

But  at  what  point  can  the  funds' 
aggregate  cash  position  be  regarded  as 
excessive?  Theoretically,  there  seems 
to  be  no  reason  why  the  liquidity  ratio 
could  not  rise  even  beyond  the  1966 
all-time  high  of  9.7%.  But  the  long- 
term  record  shows  that  the  funds  have 
been  willing  to  let  the  cash  ratio  drop 
as  low  as  4.3%  when  they  were  con- 
fident that  stocks  were  more  likely  to 
rise  than  to  fall.  Most  recently,  in  the 
strong  market  of  1967,  the  ratio 
reached  a  low  of  5.1%  in  September, 
before  climbing  back  to  8.2%  at  the 
end  of  last  February.  So  it  is  probably 
conservative  enough  to  assume  that, 
under  conditions  of  institutional  con- 
fidence, any  ratio  above,  say,  5Vi  % 
reflects  surplus  cash  reserves,  which 
sooner  or  later  are  bound  to  be  chan 
neled  back  into  the  stock  market,  be- 
cause most  funds  are  basically  com- 
mitted to  all-common  stock  investment. 

By  this  yardstick,  and  given  the 
funds"  total  net  assets  of  $41.5  billion, 
their  February  cash  ratio  was  exces- 
sive by  nearly  three  percentage  points, 
equal  to  over  $1  billion.  Now,  next  to 
a  total  market  value  of  close  to  $575 
billion  for  all  shares  listed  on  the 
NYSE  alone,  $1  billion  may  not  look 
like  a  lot  of  buying-power  potential. 
But  it  is  a  potential  of  the  most  dy- 
namic kind  One  reason  is  that  insti- 
tutions tend  to  set  the  market's  style 
and  pace.  Another  is  that  institutional 
investing  has  become  a  highly  competi- 
tive endeavor,  with  portfolio  managers 
trying  to  outdo  one  another  and  at  the 
same  time  aware  that  their  combined 
efforts  to  reinvest  surplus  cash  can  de- 
velop all  the  earmarks  of  a  buying 
stampede.  An  outstanding  example  was 
the  institutional  run  on  stocks  that  be- 
gan in  January  1967.  when  the  Dow 
staged  an  upside  breakout  into  the 
830s;  the  funds  had  been  stockpiling 
cash  during  the  1966  bear  market,  and 
by  September  their  9.7%  cash  ratio 
represented  excess  liquidity  of  per 
haps  $1.4  billion. 

*Mr.  Schuiz  is  a  partner  in  the  New  York  Stock- 
Exchange  firm  of  Wolfe  &  Co. 
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oreover,  as  already  noted,  surplus 
in  the  hands  of  mutual  funds  is 
to  a  short  position,  and  few  buy- 
u"e  as  eager  as  a  short  in  fear  of 
;  trapped  by  a  rising  market,  espe- 
1  a  short  who  knows  more  cash 
s  coming  in  daily.  From  this  point 
ew.  the  estimated  $1  billion  in  ex- 
cash  held  by  the  funds  at  the  end 
ebruary — enough  to  buy  perhaps 
lillion  shares  of  stock — was  a  close 
h  for  the  entire  "regular"  short 
est  in  the  NYSE.  In  fact,  as  a 
t  source  of  technical  strength,  it 
considerably  more  dynamic,  be- 
;  under  the  best  of  circum.stances 
;annot  expect  total  attrition  of  the 
interest,  whereas  eventual  com- 
reinvestment  of  the  funds'  sur- 
cash  has  been  the  rule  rather  than 
;xception.  ( Even  so,  the  regular 
t  interest  can  be  an  important 
:e  of  potential  demand.  As  much 
million  shares  may  have  been 
d  to  the  NYSE  short  interest  by 
sh  speculators  between  mid- 
uary  and  mid-March,  while  the 
fluctuated  narrowly  around  840 
i  first  time  in  months  a  significant 
ne  of  short-selling  may  have  been 
>ed  by  rising  prices.) 

Fuel  for  a  Rising  Market 

[lally.  it  is  virtually  a  physical  im- 
bility  for  the  funds  to  put  any 
!icant  portion  of  SI  billion  into 
itock  market  in  a  few  days  or 
a  few  weeks.  Last  year,  for  ex- 
e,  when  the  funds  felt  great  pres- 
to invest  the  excess  cash  gener- 
during  the  1966  bear  market,  it 
them  fully  nine  months  to  buy  $2 
n  worth  of  more  stock  than  they 
So,  with  a  revival  of  confidence 
le  wake  of  President  Johnson's 
:h,  even  a  partial  return  flow  of 
urplus  cash  accumulated  last  win- 
juld  help  support  a  price  recovery 
ig  several  months,  possibly  most 
lis  spring  and  not  inconceivably 
summer. 

)wever,  because  the  major  prob- 
facing  us  still  need  to  be  worked 
and  because  the  possibility  of 
;r  taxes  may  preclude  more  than 
atively  modest  year-to-year  gain 
er-all  corporate  earnings,  it  would 
ish  to  expect  a  recovery  in  the 
r  averages  beyond  their  last  year's 
■>  any  time  soon.  But  a  fairly  close 
of  those  highs  appears  possible 
he  broad  indices,  like  the  NYSE 
Josite  and  the  S&P  industrials, 
;  the  DJ  industrials  might  test  the 
)10  range.  On  the  other  hand, 
r  conditions  of  improved  confi- 
e,  technical  and  fundamental  fac- 
alike  seem  to  argue  against  vio- 
1  of  last  month's  lows  for  perhaps 
Ig  time  to  come.  ■ 

ES,  APRIL  15,  1968 


Does  your  capital  loaf? 


You  owe  it  to  yourself  to  see  that 
your  hard-earned  capital  is  efficiently 
employed  at  all  times.  Don't  neglect  it. 
It  can  take  care  of  you  but  it  cannot 
take  care  of  itself. 

The  coupon  will  introduce  you  to  The 
Value  Line  Investment  Survey,  which  can 
help  you  keep  a  sharp  eye  on  your  in- 
vestments all  year  'round  with  a  minimum 
expenditure  of  your  own  time  and  effort. 

Value  Line  is  the  only  published  in- 
vestment advisory  service  that  systemat- 
ically rates  each  of  1400  stocks  every 
week  for  their  probable  future  price 
changes,  relative  to  all  the  stocks  it 
covers,  within  three  defined  time  periods 
of  the  future. 

It  does  so  by  rating,  through  objective 
statistical  measurements  of  price-earn- 
ings relationships  and  growth  rates,  how 
each  stock  of  the  1400  is  likely  to  per- 
form in  three  specific  future  time  periods 
—  next  12  months,  three  to  five  years, 
and  beyond  five  years.  The  stocks  found 
to  be  the  best  probable  performers  are 
rated  I  (Highest);  those  next  best,  II 
(Above  Average);  then  III  (Average);  IV 
(Below  Average),  and  V  (Lowest).  Each 
stock  is  always  rated  for  its  probable 
future  performance  in  the  three  different 
time  periods.  The  ratings  are  always  cur- 
rent, being  published  weekly  to  take  ac- 
count of  the  latest  price  changes  and 
earnings  reports. 

In  addition  to  the  ratings,  you  receive 
full-page  reports  on  each  stock  four  times 
a  year,  or  more  often  if  evidence  requires, 
and  in  addition  you  receive  a  remarkably 
clear  presentation  of  the  most  significant 
statistical  trends  over  the  past  fifteen 
years  of  the  company's  life.  All  this  is 
presented  so  that  if  you  disagree  with 
Value  Line's  ratings  you  know  what  you 
are  disagreeing  with  and  why. 

The  coupon  will  acquaint  you  also  with 


Value  Line's  unique  method  of  assigning 
an  index  number  to  each  of  the  weekly 
ratings  (for  Probable  Market  Performance 
in  the  next  12  months,  for  Appreciation 
Potentiality  3  to  5  years  from  now,  for 
Dependability  beyond  5  years,  and  for 
Estimated  Yield  in  the  next  12  months). 
By  weighting  these  index  numbers  to  ac- 
cord with  your  own  investment  goals  you 
can  gauge  how  suitable  any  one  of  the 
1400  stocks  is  for  you  personally  and  now, 

The  coupon  will  permit  you  to  put  The 
Value  Line  Investment  Survey  to  the  test 
under  our  money-back  guarantee.  If,  for 
any  reason.  Value  Line  should  fail  to  meet 
your  expectations,  return  the  material 
within  30  days  and  your  money  will  be 
refunded  at  once. 

The  coupon  will  bring  you  for  the  term 
you  check  — one  year  for  $167,  three 
months  for  $44,  or  four  weeks  for  $5 
the  complete  weekly  editions  of  The  Value 
Line  Investment  Survey.  Each  weekly  edi- 
tion consists  of  the  120-page  Ratings  & 
Reports  section,  the  12-page  Weekly  Sum 
mary  of  Advices  &  Index,  and  the  8-  to 
12-page  Selection  &  Opinion  section  .  . 
plus  the  monthly  Special  Report  on  in 
sider  transactions  and  the  quarterly  Spe- 
cial Report  on  mutual  fund  transactions 
issued  during  the  term  of  your  subscrip- 
tion. 

BONUS  •  With  the  annual  or  three-month 
subscription,  Value  Line  will  ship  to  you 
immediately  the  2-volume  investors  Ref- 
erence Library  which  will  give  you  the 
latest  reports  on  all  stocks  published  prior 
to  your  subscription.  During  the  subscrip 
tion  period  all  1400  stocks  will  be  up 
dated  systematically  every  13  weeks. 


In  fairness  to  regular  subscribers,  who  pay  $167 
a  year  ior  The  Vafue  Una  Investment  Survey, 
we  cannot  make  the  $5  trial  for  4  weeks  of 
service  availabie  to  anyorie  who  has  already 
had  such  a  trial  within  the  past  six  months. 


□  3-MONTH  TRIAL-M4 
(13  EDITIONS) 


□  ONE  YEAR-$167 
(52  EDITIONS) 

Send  me  the  complete  service  for  the  term  checked  plus 
—as  a  bonus— the  2-volume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the 
13  weeks  preceding  start  of  this  subscrptlon. 
n    Payment  enclosed  □    Bill  me 


□  FOUR-WEEK  TRIAL-$5 
(4  EDITIONS) 

Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service  for  $5.  I  enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


Name  (please  print). 
Address 


AAlC-56 


City. 


.  State  ^ 


Zip 


(Subscription  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents, 
please  add  5%  sales  tax;  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

^^jfjuTTHE  VALUE  LINE 

WW     INVESTMENT   SURVEY 

▼  Published  by  Arnold  Bemhard  &  Co.,  Inc. 

5  EAST  44th  STREET,  NEW  YORK.  N.  Y.  10017 

(No  isiignmcnt  ol  thii  agreement  will  be  made  without  subscriber's  consent.) 


THE  MARKET  OUTLOOK 

by  SIDNEY  B.  LURIE* 


Moment  Of  Truth 


At  times,  we  who  have  the  honor 
of  writing  a  market  column  for 
Forbes'  readers  find  ourselves  in  an 
awkward  position  because  of  the  in- 
evitable time  lag  between  preparation 
and  publication.  April  1968  is  a  per- 
fect illustration  of  the  point.  The  in- 
troductory paragraphs  that  were  pre- 
pared on  Friday.  Mar.  29  in  a  sense 
have  been  made  obsolete  by  President 
Johnson's  surprise  speech  of  Sunday 
night.  Mar.  31.  But  speculation  can't 
be  a  business  which  is  based  on  daily 
newspaper  headlines.  Furthermore, 
the  points  I  had  planned  to  stress  be- 
fore our  peace  ofl'ensive  were  of  more 
than  just  temporary  significance.  Thus. 
I'd  like  to  summarize  them  below. 

Specifically,  it  had  seemed  to  me 
that  all  of  the  issues  or  uncertainties 
had  crystallized  and  in  many  cases 
were  at  the  point  of  no  return. 
Furthermore,  a  crisis  point  had  been 
reached  in  so  many  areas  that  it  was 
time  to  examine  the  possibility  of  a 
turn  in  the  tide.  For  example,  I 
thought  then — and  still  do — that  no 
one  has  yet  acknowledged  the  pos- 
sibility that  a  new  and  more  flexible 
worldwide  monetary  situation  is  in  the 
process  of  developing.  I  also  felt  that 
the  market's  chief  problem  has  been 
a  lack  of  buying  interest  rather  than 
aggressive  selling  pressure.  In  other 
words,  the  chief  issue  has  involved  the 
considerations  that  will  encourage  a 
more  aggressive  buying  posture  by 
the  professional  investors  who  "make" 
today's  markets  and  who.  in  my  opin- 
ion, have  the  largest  cash  reserves 
since  the  1966  lows. 

Fresh  Opportunities 

Where  do  we  stand  today?  Al- 
though a  bear  trap  has  closed — if  only 
because  the  debits  were  so  obvious, 
whereas  the  potential  pluses  were  be- 
ing disregarded — in  my  opinion  there 
still  is  a  great  deal  of  excess  cash 
available  for  investment.  Furthermore, 
even  if  our  peace  offensive  fails  in  its 
objective,  I  suspect  that  we're  going 
to  see  an  increasing  emphasis  on  the 
so-called  peace  beneficiaries  I  think 
it's  significant  to  note  President 
Johnson's  comments  that  the  Viet 
Cong  winter  otTcnsive  has  failed  and 
that  the  Viet  Cong  are  attempting  to 
bring  the  war  to  a  conclusion  in  1968. 
In  other  words,  even  if  we  have  wit- 
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nessed  a  false  start,  there  will  be  a 
growing  interest  in  the  companies  that, 
would  benefit  by  a  return  to  a  more 
normal  economy. 

While  I  think  that  we  have  passed 
an  important  low  point  in  the  aver- 
ages, this  doesn't  necessarily  mean 
that  we're  going  back  to  the  kind  of 
market  pattern  that  prevailed  in  the 
second  half  of  1967.  Nor  will  we  do 
so  "all  at  once."  The  recovery,  at 
this  juncture,  has  carried  to  a  normal 
stopping  place,  and  it's  traditional  in 
election  years  for  the  second  quarter 
to  be  a  "build-up"  for  a  very  strong 
summer  rally.  Thus,  I  think  we're  go- 
ing to  see  a  lot  of  new  faces  on  the 
1968  hit  parade,  plus  some  old  faces 
which  represent  sound  growth  com- 
panies. In  a  sense,  therefore,  the  issue 
is  as  much  "which  stocks?"  as  "what 
about  the  market?" 

Interestingly,  although  the  Dow- 
Jones  industrial  average  has  been  at 
the  840  level  in  each  of  the  past  five 
years — and  in  1968  as  well — this 
doesn't  mean  that  there  has  been  any 
lack  of  upside  progress.  There  have 
been  hundreds  of  individual  issue  op- 
portunities each  year.  Consequently, 
I'd  like  to  mention  a  few  issues  that 
have  recently  caught  mv  attention. 

This  past  winter  I  became  inter- 
ested in  Masco  Corp.  (which  is  still 
selling  around  its  all-time  high  of  39) 
when  I  discovered  that  the  company 
is  the  largest  manufacturer  of  single- 
handled  faucets  in  the  U.S.  and  has 
an  exciting  growth  record.  I  hesitated 
to  mention  the  company,  for  it  is 
relatively  small  (volume  this  year  will 
only  be  about  $45  million)  and  the 
floating  supply  of  stock  is  thin.  But 
the  possibility  that  the  company  can 
grow  at  a  15%  to  20%  annual  rate 
over  the  next  five  years,  plus  the 
excellent  long-term  outlook  for  the 
building  industry  which  accounts  for 
over  half  the  company's  sales,  leads 
me  to  make  two  observations:  First, 
if  the  housing  industry  averages  2 
million  starts  annually  in  the  early 
1970s — which  is  quite  possible — the 
single-handled  faucet  market  could 
more  than  double.  Second,  I  believe 
Masco's  earnings  this  year  could  be 
in  the  area  of  $1.80  per  share  as  com- 
pared with  $1.47  in  1967. 

•Mr.  Lurle  Is  a  partner  In  the  New  York  Stock 
Exchange  firm  of  Josephthal  &  Co. 


A  year  or  so  ago,  I  commented 
favorably  on  Kaiser  Steel,  now  sell- 
ing around  its  all-time  high  of  75 
(pre  3-for-2  split)  and  just  about  dou- 
ble the  price  which  then  caught  my 
eye.  I  believe  this  year's  earnings  will 
better  the  $8.50  per  share  reported' for 
1967,  vs.  $4.50  in  1966.  The  com- 
pany has  an  extremely  strong  com- 
petitive position  on  the  West  Coast 
and  is  upgrading  its  operations  into 
the  fabricating  of  steel.  Last  year's] 
earnings  included  an  equity  of  some! 
70  cents  a  share  in  an  Australian  iron-i 
ore  venture,  an  equity  that  shouldl 
double  this  year  and  could  more  than 
double  again  by  1970.  The  company 
recently  announced  a  Canadian  coal 
project  which  I  believe  could  be  contri- 
buting over  $1  a  share  to  earnings  in 
the  early  1970s. 

Profit  Potentials 

I'm  intrigued  with  Stop  &  Shop 
(around  30),  a  New  England  super- 
market chain  that  raised  its  share 
of  the  Greater  Boston  market  to  bet- 
ter than  21%  last  year  from  18%  a 
few  years  ago.  Not  only  was  the  com- 
pany's rate  of  sales  gain  larger  last 
year  than  that  of  the  industry  as  a 
whole  (its  average  supermarket  has 
double  the  sales  of  the  industry  aver- 
age), but  the  company  is  planning  to 
add  new  outlets  this  year,  some  out- 
side of  New  England.  Furthermore, 
a  discount-store  subsidiary,  which  had 
only  $5  million  of  volume  in  1962, 
has  grown  to  a  better-than-$100-mil- 
lion  operation  currently  and  is  being 
expanded  this  year.  As  a  result.  I 
believe  the  1968  earnings  potential 
could  be  in  the  $2.35-$2.50-per-share 
area  as  compared  with  profits  of  $2.02 
for  fiscal    1967  ended  in  January. 

I've  had  a  distinctly  negative  view 
of  the  airline  stocks  for  months,  and 
the  evidence  of  a  profit-margin 
squeeze  is  obvious.  But  if  one  waits 
for  the  eventual  turnabout  to  be 
equally  as  obvious,  the  price  won't 
be  the  same.  I  think  there  is  reason 
to  anticipate  a  turn  of  afl"airs  in  the 
case  of  United  Air  Lines,  now  selling 
around  45  in  contrast  to  a  1967  high 
of  87.  The  fact  that  the  airlines  will 
be  permitted  to  charge  for  whiskey 
and  movies  on  May  1  is  evidence 
that  the  Civil  Aeronautics  Board  has 
indicated  a  willingness  to  make  adjust- 
ments in  the  over-all  fare  structure. 
Also.  101  new  jets  will  be  delivered 
to  United  this  year,  many  of  them 
the  latest  Boeing  737s  that  can  be 
used  for  short-haul  traffic.  Naturally 
it  will  take  time  before  the  favorable 
considerations  show  up  in  net  profits. 
But  I  expect  the  third  and  fourth 
quarters  to  improve  on  last  year's 
profits  even  without  a  general  fare 
increase.  ■ 
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FINDINGS  &  FORECASTS 


HOW  HIGH  A  RALLY? 


Will  the  Slock  market  rally  be  extended?  How  high  might  the  DJIA  go?  Are  the  blue  chips  likely  to  out- 
perform the  glamours— or  vice  versa?  Has  the  time  come  to  think  about  committing  your  cash  reserves? 

You'll  find  carefully  thought-out  answers  to  these  questions  in  the  current  issue  of  Findings  & 
Forecasts,  an  unusually  interesting  investment  advisory  service.  You'll  find,  too,  an  illuminating  analy- 
sis of  the  market's  near-  and  long-term  prospects. 

And  you'll  find  a  clear-cut  F&F  investment  policy,  aimed  at  helping  you  blend  caution  with  action  to 
take  advantage  of  today's  nervous  markets.  In  this  same  issue,  which  is  available  to  you  as  a  bonus, 
F&F  reports  on: 

GOLD  SHARES  NOW? 

//  you're  still  blinking  at  the  twists  and  turns  in  the  international  monetary  situation,  you'll  want  to 
read  this  lucid  F&F  commentary.  It  explores  the  likely  workings  of  the  new  two-tier  gold  system  and 
the  swap  credit  system.  It  assesses  South  Africa's  gold  marketing  policy.  It  weighs  the  future  of  gold  and 
gold  prices. 

Most  important.  F&F  explains  how  you  might  protect  yourself  in  case  there  is  another  gold  rush.  If 
you  haven't  already  prepared  for  this  possibility,  F&F  gives  you  an  idea  on  how  to  do  it.  You'll  also 
find  in  this  issue: 

A  "SICK  CAT'S "  ROAR 

Today's  Penn  Central,  the  biggest  U.S.  railroad,  is  believed  to  be  the  world's  largest  private  real  estate 
company  and  potentially  one  of  the  nation's  largest  conglomerates. 

Why  are  institutional  and  individual  investors  getting  more  and  more  interested  in  the  Penn  Central? 
Is  it  still  a  "sick  cat"  railroad— or  has  it  become  a  giant  growth  situation?  What  about  its  earnings  pros- 
pects? Its  $400-600  million  tax  shelter?  F&F  explores  these  questions  in  a  detailed  Penn  Central  study 
that  could  be  profitable  reading  for  you. 

All  this— plus  a  technical  analysis  and  chart  of  Fairchild  Camera  &  Instrument— comes  to  you  in  the 
March  27th  issue  of  FINDINGS  &  FORECASTS.  You  may  receive  this  issue  for  just  $10,  or  you  may 
have  it  as  a  bonus  with  a  subscription  to  F&F.  Either  way,  you'll  discover  just  how  useful  it  can  be  to 
have  F&F  as  your  guide  in  today's  fast-changing  market. 

FINDINGS  &  FORECASTS  is  based  on  the  premise  that  investor  psychology  is  a  major  cause  of 
the  cyclical  motion  of  stock  prices;  that  principles  of  mass  psychology  can  be  integrated  with  market 
action;  and  that,  consequently,  movements  of  the  market  and  of  individual  stocks  are  frequently  fore- 
castable. 

Evidence  of  the  effectiveness  of  these'views  lies  in  F&F's  performance  record  for  the  most  recent 
available  12-month  period.  You  will  receive  this  complete  record  when  you  mail  the  coupon.  (The 
record  does  not  imply  that  future  performance  will  equal  past  results.) 

F&F  is  issued  twice  a  month;  it  is  supplemented  by  special  reports  and  bulletins  as  market  conditions 
warrant.  If  you  are  interested  in  learning  how  it  may  help  you  with  your  investment  program  in  the 
critical  months  ahead,  you  are  invited  to  mail  the  form  below. 


NUVEEN  CORPORATION 

Members:  New  York  Stock  Exchange  and  other  principal  exchanges 
61  BROADWAY  •  NEW  YORK,  NEW  YORK  10006 

n  Please  send  the  March  27th  issue,  plus  F&F's  performance  record.  I  enclose  $10. 
Send  the  issue  and  the  performance  records  as  a  bonus  with: 

□  a  three-month  trial  subscription  at  $150.     Q  a  year's  subscription  at  $500. 

Name 
Address 

City  State  Zip 

□  Please  send  information  on  how  I  can  obtain  F&F  on  a  brokerage  basis,  without  cash  outlay. 

This  subscription  may  not  be  assigned  without  your  consent. 
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T.ROWE  PRICE 
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m^FUHDJHC. 

Al^^  cti.  mo 

A  HOdOAD  FUMD 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  Invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


I  T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

■    One  Charles  Center,  Dept.  B 
Baltimore,  Md.  21201  Phone  (301)  539-1992 
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CONVERTIBLES 

278  convertible  bonds  and 

177  convertible  preferred  stocks 

now  currently  traded  can  be  ignored  by 
on  investor  only  to  his  own  detriment.  In 
many  cases  an  intelligently  selected  con- 
vertible can  sharply  limit  risk  on  the  down- 
side, while  providing  just  as  much  appre- 
ciation as  the  common  on  the  upside. 

Let  our  R.  H.  M.  Convertible  Survey- 
one  of  the  largest  convertible  services  in 
the  country,  and  subscribed  to  by  bankers, 
brokers  and  institutions  throughout  the 
investment  world — tell  you  the  whole 
story  of  the  convertible  bond  and  con- 
vertible preferred  stock  and  outline  a 
method  by  which  you  can  profit  from 
the  455   convertibles  currently   traded. 

A  valuable  descriptive  folder  is  avail- 
able to  you  free  on  request  and  will  be 
sent  without  any  obligation.  Just  mail  this 
ad  with  your  name  and  address  to  "Con- 
vertibles" Dept.  F-21,  R.H.M.  Associates, 
220  Fifth  Ave.,  New  York,  N.Y.  10001 
Send  today.' 


MARKET  TIMING  and 
STOCK   SELECTION 

by   POINT  and    FIGURE  technique 

This  method  of  market  analysis  builds  your 
independent  judgment  in  helping  to  select 
the  right  stocks  at  the  right  time.  Widely 
used  by  professional  traders  and  investors 
!n  their  market  operations. 

FREE  ON   REQUEST 

Literature  on  Figure  Charts  of  Stocks  and 
Commodities  ...  a  daily  or  weekly  price 
change  service  .  .  .  and  instruction  material. 
All  will  be  sent  free  on  request.  Just  write 
for  Portfolio  F-95. 

MORGAN,    ROGERS    &    ROBERTS,    Inc. 
150  Broadway        •        New  York   38,   N.Y. 


The  Funds 


A  LAST  PLUM 

A  TASTE  FOR  quick  results  in  the  last 
few  years  has  caused  the  fund-buying 
public  to  present  over  half  the  mar- 
ket to  so-called  performance  funds. 
The  fashion  may  change  again  in  a 
few  years,  but  meanwhile  some  old, 
large  and  conservative  funds  have 
fallen  on  hard  times.  The  Wellington 
organization's  wholesalers  were  so 
hard  pressed  to  persuade  retail  dealers 
to  push  conservative  Wellington  Fund 
that  the  company  had  to  merge  with 
a  much  smaller  performance  fund  or- 
ganization. 

A  few  big  funds,  however,  have  had 
something  of  a  shelter  from  the  per- 
formance craze.  These  are  the  fund 
sponsors  with  "captive"  sales  forces, 
that  is,  with  their  own  salesmen  in 
their  own  employ.  Unlike  a  mutual 
fund  dealer,  such  a  salesman  will  not 
abandon  your  fund  for  a  more  easily 
salable  one;  he  works  for  you.  Giant 
Investors  Diversified  Services  and 
Waddell  &  Reed,  both  with  captive 
sales  forces,  have  not  therefore  been 
hit  particularly  hard  over  recent  years. 

One  of  the  Last?  For  this  reason 
it  was  a  happy  Franklin  Life  Insur- 
ance Co.  that  last  month  picked  up 
Channing  Financial  Corp.,  sponsor 
of  five  mutual  funds  and  possessor  of 
one  of  the  few  captive  sales  forces  in 
the  industry.  Channing  President  Tom 
Martin  believes  that  his  company  may 
also  be  one  of  the  last  of  its  kind  to 
be  acquired.  The  reason:  "There  just 
aren't  that  many  proven  mutual  fund 
sales  forces  around,"  Martin  says. 
"Think  of  the  expense  of  acquiring  a 
Waddell  &  Reed  [sponsors  of  the  $2.4- 
billion  United  Funds  group].  Besides 
most  retail  organizations  aren't  in  that 
good  shape,  and  if  it's  a  young  suc- 
cessful group,  they'll  want  to  keep  it 
to  themselves." 

Martin  is  both  young  (37)  and  suc- 
cessful. His  Channing  Growth  Fund 
is  something  of  a  performance  fund 
itself.  It  has  jumped  from  $120  mil- 
lion (assets)  to  $302  million  since 
Martin  took  over  in  August,  1962. 
Assets  of  the  entire  group  have  almost 
doubled,  rising  from  $258  million  in 
1962  to  $571  million  today.  Why, 
then,  was  it  so  easy  for  Franklin  to 
pick  up  Channing?  Martin  sees  it  as 
sort  of  a  fluke.  "The  major  stockhold- 
ers of  Channing  Financial,"  he  says, 
"many  of  them  founding  fathers,  are 
getting  along  in  age  and  have  estate 
questions  to  settle.  As  I  told  the  peo- 
ple at  Franklin,  this  merger  is  my 
second  choice.  My  first  choice  would 
be  for  Tom  Martin  to  have  the  $60 
million    to    buy    Channing,    but    he's 


WHICH 

MUTUAL 

FUNDS  WERE 

OUTSTANDING 

...for  10  year 
growth  performance? 

FundScope,  the  national  monthly  mutual  fund  maga- 
zine in  its  260  page  annual  1968  MUTUAL  FUND  GUIDE 
takes  a  cold  hard  look  at  mutual  fund  performance  for 
the  past  10  years  and  discovers  some  amazing  differ- 
ences. 

INTERESTED  IN  GROWTH? 
For  example:  Based  upon  a  $10,000  assumed  invest- 
ment (with  ail  distributions  reinvested  and  all  costs 
deducted)  the  average  of  ail  mutual  funds  tabulated, 
including  Go-Go  Funds  and  No-Load  funds,  grew  to 
$33,414  in  value  during  the  past  10  years.  However, 
of  the  top  25  funds,  10  showed  better  than  $40,000 
in  value  ...  6  better  than  $50,000 ...  3  were  in  the 
$60,000  class ...  2  in  the  $70,000  group  ...  1  at 
more  than  $80,000  and  1  all  by  itself  at  $210,559. 
FUNDSCOPE  RANKS  ALL  THESE  FUNDS  IN  ACTUAL 
ORDER  OF  PERFORMANCE.  At  a  glance  you  can  see 
your  funds  ranking.  Compare  it  with  other  funds,  with 
the  average  of  all  funds  or  with  the  average  of  various 
groups. 

INTERESTED  IN  INCOME  AND  GROWTH? 

For  example:  You'll  see  that  28  funds  paid  out  over 
$5,000  in  CASH  DIVIDENDS  and  still  more  than 
DOUBLED  IN  VALUE  at  the  end  of  the  10  years. 

FUNDSCOPE  NAMES  ALL  THESE  FUNDS 

In  addition  to  exclusive  performance  data,  the  1968 
MUTUAL  FUND  GUIDE  provides  page  after  page  of 
vital  reference  information  on  over  300  funds. 

If  you  want  successful  performance  from  mutual 
funds,  let  FUNDSCOPE  provide  you  with  the  facts 
you  need  to  find  and  understand  the  trends  and 
opportunities.  NO  OTHER  PUBLICATION  IS  LIKE 
FUNDSCOPE.  IT  PROVIDES  INFORMATION  NOT  AVAIL- 
ABLE ANYWHERE  ELSE-AT  ANY  PRICE.  Before  you 
buy,  sell  or  switch  any  mutual  fund,  see  for  yourself 
why  each  month  over  13,500  investors,  brokers  and 
money  managers,  from  every  state  and  48  foreign 
nations,  rely  on  FUNDSCOPE,  the  new  mutual  fund 
bible,  to  help  point  the  way  toward  profitable 
investing. 

SPECIAL  OFFER:  Send  just  $11  for:  A  3  month  sub- 
scription to  FUNDSCOPE,  which  includes  the  April 
Annual  1968  MUTUAL  FUND  GUIDE  issue,  with  over 
200  pages  of  vital  data  on  mutual  funds,  including 
addresses.  PLUS  2  BIG  BONUSES. 

1.  "ARE  NOLOAO  FUNDS  A  BARGAIN?"  This  best 
selling  reprint,  updated  for  1968,  lets  you  see 
how  No-load  funds  compare  in  performance  with 
funds  that  charge  commission. 

2.  COMBINING  FUNDS  &  INSURANCE  FOR  FINANCIAL 
SECURITY.  A  special  article  tells  what's  behind 
these  combination  packages. 

ACT  NOW-Mail  your  $11  today,  or  if  you  prefer  the 
above  offer  with  a  full  14  month  subscription,  send 
$35.00.  Include  ZIP.  10  day  refund  guarantee 

FUNDSCOPE.  Dept.  F-80       Gateway  EatI 
Centnrjr  Citjr,  Lo>  Anfclcs,  Calif.  90067 
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a  little  short  right  now."  Had  control 
of  Channing  rested  with  Martin  and 
his  new  younger  executives  (average 
age:  37).  it  is  likely  that  the  Franklin 
proposal  would  have  been  graciously 
received  and  promptly  rejected.  In- 
deed, Martin  feels  that  most  of  to- 
day's young,  aggressive  fund  managers 
feel  competent  to  expand  into  insur- 
ance if  they  want,  an  attitude  that 
could  make  it  difficult  to  acquire  any 
successful  fund  organization,  captive 
sales  force  or  no. 

Second  Time  Around.  Ironically 
enough.  Channing  had  already  turned 
down  such  acquisition-minded  com- 
panies as  J.C.  Penney  and  Montgom- 
ery Ward  on  substantially  the  same 
terms,  and  at  a  time  when  the  com- 
pany was  in  a  less  healthy  state  than 
it  is  today.  In  the  early  1960s,  Ken- 
neth Van  Strum.  Channing's  founder, 
attempted  to  put  together  a  complete 
financial  package  including  everything 
from  insurance  to  equities.  His  buy- 
ing spree  started  in  1960  with  the  pur- 
chase of  three  insurance  companies. 
Federal  Life  &  Casualty.  Wolverine 
Insurance  Co.  and  Agricultural  Insur- 
ance Co.  He  also  bought  the  then- 
scandal-ridden  Managed  Funds.  But 
trying  to  put  the  package  together 
proved  disastrous.  Channing  was  the 
only  publicly  owned  fund  management 
company  to  lose  money  in  both  1963 
and   1964. 

But  Penney.  Ward,  et  al.  didn't 
care.  Even  if  Van  Strum's  execution 
was  bad.  his  idea  was  good.  Besides, 
no  matter  what  shape  it  was  in — and 
it  was  getting  better  by  1965— Chan- 
ning was  in  fact  a  balanced  financial 
company,  with  mutual  funds,  life 
insurance  and  casualty  insurance,  plus 
a  captive  sales  force.  Penney  felt  it 
could  sell  the  merchandise  through  its 
stores.  So  did  Ward,  but  Channing  be- 
gan negotiating  a  deal  with  Penney. 
Then  the  deal  fell  through.  "It  was 
all  very  ill  conceived  at  the  time," 
Martin  says.  "The  concept  of  all  those 
Penney  stores  and  custo  tiers  sounded 
fine  until  you  get  around  to  the  point 
of  how  you're  going  to  sell  in  stores. 
At  the  same  time,  while  Penney  liked 
our  funds,  they  began  to  wonder 
whether  they  really  liked  our  casualty 
business.  Their  enthusiasm  waned,  and 
the  deal  was  terminated."  The  same 
feeling  went  for  Ward. 

So  much  the  better  for  Franklin.  If 
Channing  was  an  attractive  company 
in  1965 — when  it  was  riddled  with 
financial  and  management  trouble — it 
is  even  more  attractive  now. 

Under  Martin,  the  company's  man- 
agement as  well  as  the  fund  portfolios 
have  been  completely  reorganized.  He 
decentralized  Channing's  fund  man- 
agement. The  responsibility  for  run- 
ning the  five  funds  was  taken  out  of 


The  Textile  Industry 

Improvement  looms  ahead 


Our  April  Monthly  Letter  ex- 
plains why  we  believe  certain 
textile  stocks  now  offer  attrac- 
tive buying  opportunities. 

The  Letter  states  that  the  tex- 
tile industry  has  now  achieved 
an  increased  measure  of  stabil- 
ity. It  has  come  of  age.  Expan- 
sion and  mergers  have  created 
highly  efficient,  vertically  in- 
tegrated organizations. 

Discussed  in  the  Letter  are 
recent  changes  that  have  af- 
fected the  industry's  prospects, 
both  near  and  long-term.  It 


tells  how  cyclical  factors  have 
beenreduced,  discusseschanges 
in  marketing  practices,  de- 
scribes new  fabrics  and  manu- 
facturing techniques,  and 
touches  on  such  factors  as 
labor,  imports  and  fiber  prices. 
We  think  industry  net  earn- 
ings this  year  will  rise  10-15% 
even  after  a  10%  tax  sur- 
charge. We  particularly  favor 
the  securities  of  two  diversi- 
fied companies.  At  your  re- 
quest we  will  be  happy  to  mail 
you  a  copy  of  this  Letter. 


FM 


Successful  investors  know  Goodbody 


@ 


GOODBODY  St  CO. 


EST.  1891  S5  BROAD  STREET,  NEW  YORK 

Member*  New  York  Stock  Exchinge  end  Leading  Stock  and  Commodity  Exchanges  •  Over  90  Offices  Throughout  the  Nitlen 


RELY . . . 

on  professional  investment 
management  for  your 
portfolio  of  $10,000  or  more 


Hundreds  of  investors  throughout  the  United 
States  ond^  around  the  world  hove  turned  to 
Roger  E.  Spear's  Decision  Management  Plan  to 
direct  their  ccpital  gains  program.  And  no  won- 
der   .    .    . 

With  more  than  40  years  of  investment  experi- 
ence, coupled  with  advanced  computer  tech- 
nology and  a  large,  expert  research  staff,  the 
Decision  Management  Plan  represents  the  com- 
plete      investment     service      for      your      portfolio. 

Whether  your  goal  be  retirement,  travel,  educa- 
tion, or  protection  from  inflation,  the  Decision 
Management  Plan  con  give  you  professional 
assistance. 

Roger  E.  Spear's  Decision  Management  Plan  to 
date,  has  proved  particularly  helpful  in  achiev- 
ing conservative  capital  growth  for  investors  with 
copital  ranging  from  $10,000  up — men  and 
women  who  appreciate  the  risks  and  seek  the 
rewards  of  o  professionally  managed  common 
stock   portfolio. 

With  our  compliments:  "Declare  Your  Own  Divi- 
dends"— a  32-page  fact-filled  booklet  describing 
how  the  Decision  Management  Plan  can  help 
y<jo. 


SPEAR  ft  STAFF.  INC. 

Dept.  MF415 

Investment   Management   Division 

Babson  Pork,  Mass.  02157 


PROTECT  YOUR 

ESTATE  FROM 

SHRINKAGE 


whBe  enjoying 
;     income 
secyrity 


THE  POMONA  PLAN  can  protect 
your  estate  against  inflation  and 
help  reduce  income  and  other  taxes. 
You  free  yourself  and  survivors  from 
financial  management  problems  and  stock 
market  fluctuations  while  receiving  a 
generous  income  in  one  of  several  ways: 

•  An  annuity  paying  a  guaranteed  fixed  rate  for  life. 

•  An  annual  income  based  on  the  net  yield  of 
Pomona's  pooled  investment  funds  (currently 
5.78o/o). 

•  An  annual  income  based  on  an  individual  trust 
tailored  to  your  desires. 

You  have  the  satisfaction  of  knowing 
your  gift  dollars  are  productively  at  work, 
and  that  they  will  forever  help  promising 
students  and  will  establish  an  enduring 
memorial  in  your  name. 

INVESTIGATE.  Write  today  for  a  free  copy  of 
"Pomona  College  Annui^  and  Life  Income 
Plans." 

POMONA  COLLEGE 

Rm.  204A,  Sumner  Hall,  Claremont,  Calif.  91711 
Founded  1887.  Resources  over  $58,000,000 
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,   What    makes     serious 
•   investors  spend  $500- 
a-year  for  a  computer- 
based  service? 

Get  COM-STAT's  $10 
Introductory  Package 
and  you'll  KNOW  .  .  . 


See  for  yourself: 

•  The  latest  computer  stock  rat- 
ings on  450  carefully  selected 
stocks 

•  How  these  ratings  compare 
BOTH  the  fundamental  and  tech- 
nical factors  of  each  of  these 
stocks  in  the  current  market 

•  Full  details  on  test  results  made 
by  applying  COM-STAT  Stock 
Ratings  to  THREE  automatic 
buy-sell   plans 

•  COM-STAT's  measurement  of 
today's  stock  market  with  specific 
advice  for  the  period  ahead — 
including  its  Forecasting  Lines 
over  the   past  seven  years 

•  The  latest  COM-STAT  Stock 
Comments  with  growth-channel 
studies  on  top-rated   issues 

•  Specific  instructions  on  applying 
COM-STAT  to  growth,  income 
or   speculative    portfolios 

WE  SAY  THAT  now  is  an  ideal  tiine 
for  you  to  have  the  computer-based 
ratings  resulting  from  more  than  25 
years  of  research  in  stock  value 
analysis  put  to  work  for  you. 
Make  us  prove  what  we  say!  Send 
$10  now  for  all  of  the  above  plus 
much  more  to  introduce  you  to 
what  we  claim  is  the  most  efTective 
investment  advisory  program  avail- 
able today. 


COM-STAT 


a  division  of  Spear  &  Staff,  Inc. 

Dept.  CF415 

Babson  Park,  Mass.  02157 
Yes,  here  is  my  $10 — refundable  in  full  if 
you  can't  prove  to  my  satisfaction  that  an 
advisory  service  can  be  worth  $500a-year 
(and  fully  credited  if  you  decided  to  become 
a  member).  Send  me  your  56page  Introduc- 
tory Package  containing  COM-STAT's  latest 
findings  and  advices  on  stocks  in  the  cur- 
rent market.  (Open  to  new  readers  only, 
not  assignable  without  your  consent.) 
D  Check  here  to  receive  ALL  of  the  above  as 
a  BONUS  with  a  90-day  Guest  t^/lembership 
at  $95  (or  $90  if  payment  Is  enclosed) — a 
$125  value. 


NAME 


ADDRESS. 
CITY 


.STATE 


ZIP 


n  Check  here  if  you  are  an  investor  with 
more  than  $"  5  COO  in  the  market  and  would 
like  to  be  informed  about  the  Spear  Invest- 
ment   Manar;ement   Program.    No  obligation. 


the  hands  of  a  single  committee  and 
given  to  separate  managers  for  each 
fund.  Also,  the  number  of  issues  in 
each  portfolio  was  cut  down  to  a  nibre 
manageable  size.  To  beef  up  his  re- 
tail operation,  fifteen  of  his  top  sales- 
men who  had  beeri  promoted  to  su- 
pervisory jobs  were  returned  to  the 
sales  force.  Martin  also  took  the  Chan- 
ning  funds  overseas  by  creating  a  Eu- 
ropean distribution  network  through 
partnership  with  a  German  bank. 
"We've  turned  the  company  180  de- 
grees," Martin  says.  "The  new  man- 
agement understands  the  business 
they're  in,  whereas  our  predecessors 
were  groping  around  in  the  dark  with 
no  idea  of  what  was  going  on.  In  short, 
Channing  now  competes  effectively  in 
the  mutual  fund  business." 

Despite  the  "second  choice"  nature 
of  the  Franklin  merger,  Martin  is  far 
from  opposed  to  the  choice.  "If  we 
must  go  the  acquisition  route,  I  can 
think  of  no  better  choice  for  a  partner 
than  Franklin,"  he  says.  "Our  insurance 
lines  will  give  them  group,  accident 
and  health  and  other  lines  they  haven't 
been  in.  By  adding  the  Channing 
funds,  we'll  be  able  to  create  over- 
night a  fully  integrated  financial  in- 
stitution. We'll  be  able  to  grow  a  lot 
faster  than  we  could  without  the 
merger." 

Of  course,  the  desire  of  Channing's 
big  shareholders  to  sell  will  leave  one 
question  forever  unanswered.  Tom 
Martin  and  his  young  colleagues 
should  do  very  well,  but  they  will 
never  know  what  kind  of  company 
they  could  have  created  alone. 

THE  ORACLES'  ORACLES 

Before  a  fund  manager  looks  into  his 
crystal  ball  to  decide  which  stocks 
have  a  bright  future,  he  needs  another 
crystal  ball  to  tell  him  the  future  of 
the  economy.  That  second  crystal  ball 
usually  belongs  to  an  economist,  who 
may  be  a  full-time  employee  of  the 
fund  or  an  independent  consultant. 
But  on  one  basis  or  another,  virtually 
every  fund  uses  the  services  of  a  pro- 
fessional economist. 

The  way  funds  use  economists  nat- 
urally varies  from  one  fund  manager 
or  economist  to  another.  Generally, 
though,  both  managers  and  econo- 
mists agree  that  the  economist's  job 
is  to  predict  which  way  the  economy 
is  going  and  the  fund  manager's  job 
to  select  those  stocks  that  can  best 
cash  in  on  the  economic  trends. 

"We  really  start  with  an  economic 
view  and  work  up  from  there,"  says 
Fred  Alger,  who  manages  a  pool  of 
money  for  Fund  of  Funds.  "We  use 
an  economist  for  two  things:  to  get  an 
over-all  view  of  the  trends  in  the  econ- 
omy, especially  corporate  profits:  and 
for  an  appraisal  of  imbalances  in  the 


Relative  Strength  and 

ULTRA  HIGH  VOLUME 

by  ELECTRONIC  COMPUTER 

Gompustrength® 

Report 

Every  Wednesday,  the  ratio  of  the  closing 
price  of  each  NYSE  and  ASE  stock  is  taken 
against  its  moving  average  price  for  each  of 
the  time  periods:  10,  20.  and  30  weeks.  If  a 
plus  percentage  results,  it  signifies  the  current 
price  is  above  its  moving  average  for  that 
period.  A  minus  percentage  shows  it  is  below 
Its  moving  average.  The  higher  the  plus  per- 
centage, the  stronger  the  stock;  the  lower  the 
percentage,  the  weaker  the  stock. 

In  the  same  fashion  GOMPUSTRENGTH  cal- 
culates the  normal  or  average  volume  of  each 
NYSE  and  ASE  stock  for  10,  20,  and  30  week 
periods  and  then  gives  the  percentage  by 
which  the  current  Wednesday  closing  volume 
is  above  or  below  its  moving  average. 

Special  Features 

GOMPUSTRENGTH  lists  separately  the  25 
stocks  on  both  the  NYSE  and  ASE  which:  1. 
Have  the  highest  volume.  2.  The  strongest  rela- 
tive strength.  3.  The  weakest  relative  strength. 
Each  for  10,  20,  30  weeks!  GOMPUSTRENGTH 
also  marks  with  an  •  every  stock  which  has 
gone  from  a  minus  to  a  plus,  or  a  plus  to  a 
minus,  percentage. 

Special  Introductory  Offer 

Prove  to  yourself  that  this  revolutionary  new 
service  can  help  you  pinpoint  your  selection  of 
stocks  and  systematize  your  timing.  Tr.v  our 
special  introductory  subscription  of  four  issues 
and  explanation  sheet  for  just  $20.00. 

Send  this  ad  and  check  with  your  name  and 
address  to: 

CHARTCKAFT,    INC.,    Dept.    F-156 

1  West  Ave..  Larchmont.  N.Y.  10538 
N.T.  Cit.v  add  5%  Tax,  N.Y.  State  2% 


BEFORE  YOU  INVEST 
IN  MUTUAL  FUNDS 

ASK    YOUR    INVeSTMENT   DEALgR   ABOUT 

KEYSTOm 


The  goal  of  Keystone  S-4  is  to 
makeyour  money  grow. ..and  to 
do  this,  the  management  takes 
what  it  considers  prudent  risks 
through  a  diversified,  contin- 
uously  supervised  portfolio  of 
more  than  70  common  stocks. 

FOR   FREE  PROSPECTUS 

wrile  G-78 

THE  KEYSTONE  COMPANY 

St   CONGRESS  ST.,  BOSTON,   MASS.   tutit 


economy,  such  as  those  caused  by  the 
:opper  strike  and  the  steel  inventory 
build-up."  Alger  employs  consulting 
economist  Jay  Levy.  "He's  a  very  cre- 
ative economist,"  Alger  says.  "He's 
wrong  occasionally,  but  never  serious- 
ly. Year  in,  year  out,  he's  the  best 
we've  run  across." 

Another  Jay  Levy  client  is  Op- 
jenheimer  Fund,  which  publishes 
LevT's  monthly  newsletter  for  its  in- 
ititutional  customers.  (Oppenheimer 
President  Leon  Levy  is  economist 
Levy's  brother,  but  the  fund  only  be- 
»an  using  the  Levy  newsletter  in  1959, 
en  years  after  it  first  appeared.)  "The 
«rvices  of  an  economist  give  us  a 
tame  of  reference  in  which  to  oper- 
ite,"  says  Leon  Levy.  "When  markets 
^  down,  it  creates  a  genera!  distrust 
>f  everything.  Wall  Street  becomes 
>earish.  Without  an  economic  fore- 
ast,  we  would  be  confused  and  uncer- 
ain.  An  economist  helps  us  to  know 
tetter  if  the  outlook  after  a  sharp 
•reak  is  bad,  as  in  1929,  or  good,  as 
n   1962." 

This  last  function  is,  in  fact,  what 
xonomist  Levy  believes  is  his  most 
mportant  contribution  to  any  fund. 
When  the  basic  economic  outlook  is 
ood, "  he  says,  "an  economist  must 
ive  funds  the  courage  to  buy  stocks 
uring  a  market  slide  by  showing  them 
fiat  this  is  not  a  time  of  panic  but  a 
uying  opportunity.  My  other  major 
ole  is  to  provide  the  funds  with  insur- 
nce  against  an  unexpected  major  de- 
line  in  the  economy  and  thus  enable 
iiem  to  convert  to  cash  or  choose 
lore  defensive  stocks." 

A  slightly  different  view  is  taken  bv 
ohn  Harriman,  economist  for  Tri- 
continental  Corp.  and  the  Broad  Street 
Jroup  of  Mutual  Funds.  "My  func- 
on,"  he  says,  "is  essentially  to  set  a 
ommon  background  against  which 
le  various  security  analysts  can  work. 
F  they  don't  have  the  same  forecast, 
ley  are  forced  to  make  their  own, 
nd  these  may  well  differ  from  one 
nalyst  to  another,  causing  them  to 
uy,  and  sell  stock  under  varying  as- 
jmptions." 

Levy,  being  an  independent  econo- 
list,  writes  his  newsletter  without  con- 
ilting  any  of  his  clients.  Harriman, 
ho  publishes  several  studies  a  year, 
orks  out  his  final  conclusions  on  a 
ansensus  basis  with  Tri-Continental 
lanagement.  But  at  Lord,  Abbett  & 
b.,  the  managers  of  the  $1.5-billion 
iflRIiated  Fund  write  their  own  eco- 
omic  analyses  based  on  information 
ompiled  by  a  staff  of  in-house  econo- 
lists  and  "bounced  off"  one  or  two 
ansulting  economists.  "We  try  to 
)rm  our  own  views,"  says  Executive 
ice  President  Paul  W.H.  Trevor, 
ho  is  in  charge  of  the  fund's  eco- 
omics  staff,  "because  we  are  respon- 


No  sales  charge,  no  deduction  for  salesman's  commissions 
There  is  no  redemption  fee 


Minimum  initial  investment  $500°° 


A  hedged  leveraged,  non  diversified  fund  employing  a 
wide  variety  of  highly  speculative  techniques  with  the 
objective  of  possible  appreciation  in  the  value  of  its  shares 
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666  Fifth  Ave.  New  York,  N.  Y.  10019 
Telephone  (212)  Circle  7-0001 
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COMPUTED 


1  BEST  STOCK 

How  do  your  stocks  compare  with  others? 

COMPUTER-GRAM 

ranks  1250  stocks  by  long  and  short 
term  relative  strength,  volatility,  vol- 
ume, buying  power  and  selling  pressure. 
Selects  the  strongest  stock  to  buy. 

Send  for  fEE  sample 


to  BUY  now  or  to  SELL  SHORT 


329  E.  Green  Street,  Pasadena 
Calif.  91101   Dept.  F-2 
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How  to  have 
your  portfolio  of 

$5,000  to  $50,000 

supervised  for 

capital  growth 

objectives 

Here  are  the  five  simple  steps  you 
take  to  benefit  from  the  Danforth 
Associates  Investment  Manage- 
ment Plan: 

1.  Write  us  now  for  a  42-page 
booklet  describing  this  tested  plan. 
No  obligation.  No  one  will  call 
you.  We  serve  clients  all  over  the 
world  (in  at  least  55  countries) 
solely  by  correspondence. 

2.  Study  our  methods  and  goals. 
See  how  we  will  try  to  help  your 
money  grow  by  carefully  selecting 
and  supervising  your  investments 
in  leading  common  stocks.  Com- 
pare the  10-year  "Performance 
Record"  of  all  the  funds  we  have 
managed. 

3.  Send  us  a  "Request  Form"  tell- 
ing the  amount  of  cash  or  securities 
you  want  us  to  manage,  how  you 
want  dividends  and  fees  handled 
and,  if  you  wish,  a  little  data  on 
your  own  financial  plans. 

4.  Open  your  own  account  with  a 
large  NYSE  Member  Firm  which 
has  one  office  serving  Danforth 
clients  only.  Deposit  your  cash 
and/ or  securities  in  this  account 
and  give  them  limited  power  to  ac- 
cept instructions  from  us  -  with  all 
transactions  to  be  made  only  in 
your  name. 

5.  From  here  on,  our  analysts  v^ill 
make  decisions  to  try  to  help  your 
capital  grow  as  fast  as  possible  con- 
sistent with  reasonable  precautions. 
As  in  any  selection  of  investments, 
losses  do  and  will  occur,  but  you 
will  know  their  decisions  promptly. 
You  receive  monthly  accountings 
and  quarterly  evaluations.  You  can 
withdraw  at  any  time. 

The  plan  thus  far  has  proved,  we 
believe,  especially  efficient  in  pro- 
viding capital  growth  supervision 
to  portfolios  starting  with  from 
$5,000  to  $50,000.  To  take  your 
first  step  now,  simply  write  "send 
booklet"  with  your  name  and  ad- 
dress and  mail  to  Dept.  A- 17. 

Danforth  Associates 

Wellesley  hills,  Mass..  u.s.a.  ouSi 

Investment  Management    .    Incorporated  l9}6 


sible  for  the  investment  policy." 

Although  most  funds  are  interested 
mainly  in  the  six-month  to  one-year 
economic  outlook.  Affiliated  Fund 
pays  closest  attention  to  the  three-  to 
five-year  outlook.  "The  short-term 
trends,"  says  Trevor,  "tend  to  be  large- 
ly inventory  corrections.  We  prefer 
the  approach  of  identifying  major 
trends  that  have  a  broad  effect  on  the 
economy  over  several  years  and  then 
having  our  analysts  utilize  this  outlook 
to  view  different  companies  and  indus- 
tries." Trevor  favors  particularly  pop- 
ulation studies,  which  have  "nice  hard 
figures  to  start  from."  On  the  basis  of 
population  trends,  Affiliated  Fund 
bought  heavily  into  the  service  in- 
dustries and  consumer  nondurable 
goods  ten  and  12  years  ago.  Now 
that  the  population  makeup  is  chang- 
ing, with  more  people  in  the  20-29 
"family  forming"  years,  the  fund  has 
shifted  toward  consumer  durable 
goods. 

Few  economists  analyze  specific 
companies,  and  most  examine  indi- 
vidual industries  only  in  their  relation- 
ship to  the  over-all  economic  picture. 
"At  Tri-Continental,"  says  Harriman, 
"an  economist  acts  as  an  economist, 
not  as  an  industry  analyst  or  securities 
analyst.  We  believe  that  an  economist 
should  have  an  independent  view  and 
stay  aloof  from  the  rough-and-tumble 
trading  of  securities." 

As  though  economic  forecasting 
were  not  chancey  enough  to  begin 
with — like,  say,  handicapping  horses 
or  predicting  women's  fashions — the 
statistics  on  which  the  forecasts  are 
based  are  often  unreliable  or  mislead- 
ing. But  the  biggest  problem  is  basic- 
ally psychological — the  relationship 
between  the  stock  market  and  the  gen- 
eral economy.  Tri-Continental's  Har- 
riman puts  it  this  way:  "There  is  not 
necessarily  a  relationship  between  how 
the  market  acts  and  what  the  economy 
is  doing,  because  market  action  is  a 
non-economic  function." 

Leon  Levy  of  Oppenheimer  agrees. 
"Fund  managers  must  recognize  that 
the  short-term  market  could  go  con- 
trary to  the  economy,"  he  says.  "After 
the  1929  Crash,  the  market  had  a  six- 
month  rally  while  the  economy  went 
to  hell.  After  World  War  IL  my  broth- 
er Jay  correctly  predicted  that  there 
would  be  no  depression,  but  the  mar- 
ket fell  anyway.  And  in  1962,  Jay  pre- 
dicted a  flattening  of  the  economy  in- 
stead of  a  drop,  which  turned  out  to  be 
true,  but  the  market  still  tumbled. 
Stock  markets  don't  always  follow  the 
economic  forecast,  no  matter  how 
good  that  forecast  is."  All  of  which 
puts  the  burden  of  securities  selection 
on  the  fund  manager — which  is  where, 
as  Affiliated's  Trevor  points  out,  it 
rightfully  belongs.   ■ 
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eive 

your  employees 

a  real  break. 


In  little  more  time  than  it  takes 
them  to  munch  a  Danish,  drink  a 
cup  of  coffee  and  chat  around  the 
coffee  wagon,  you  can  help  them 
learn  facts  that  may  one  day  help 
save  their  lives. 

You  can  help  them  avoid  being 
a  statistic  among  the  more  than 
100,000  workers  who  die  from 
cancer  each  year. 

We  have  a  free  education  pro- 
gram of  films,  speakers,  exhibits, 
pamphlets,  posters,  etc.,  at  your 
service.  It  could  very  well  help 
save  the  lives  of  some  of  your  em- 
ployees; maybe  your  own. 

Call  your  Unit  of  the 
American  Cancer  Society 
and  arrange  a  life-saving 
break  for  your  employees. 

American  cancer  society 

THIS  SPACE  CONTRIBUTED  Br  THE  PUBLISHER 


(Continued  from  page  18) 

spiraling  medical  costs  and  errors  in 
original  actuarial  figures  have  created 
icial  crises,  which  stimulate  those  in 
;mment  bureaus  to  urge  the  elimina- 
of  the  middle  man  and  hence  to 
ilize  the  entire  medical  industry.  This 
lical  philosophy  will  soon  also  apply 
ransportation,  communications,  hous- 
steel,  etc. 

— Chester  S.  Koop,  M.D. 
t,  Mich. 

R:  Hospitals  have  been  accused  of 
loving  an  unconscionable  number  of 
onnel.  One  hears  nothing  of  the 
staffing  and  inefficiencies  evident  in 
steel  industry,  on  the  railroads,  or  in 
greatest  inefficient  and  overstaffed 
nization  in  the  world — the  Federal 
emment.  Our  health  care  system  does 
have  to  recall  20,000  patients  because 
legligence.  for  example,  as  does  the 
mobile  industry. 

— A.  James  Spang 
Assistant    Administrator, 
St.  Anthony  Hospital 
vaukee,  Wis. 

R:  What  you  failed  to  mention  is 
the  hospitals  in  the  nation  are  now 
;ct  to  the  Federal  wage  and  hour 
which  raises  the  minimum  wage  15 
1  an  hour  per  year  (the  current  min- 
n  rate  for  hospitals  is  $1.15  per  hour) 
a  plateau  of  $1.60  minimum  is 
hed.  This  fact,  coupled  with  increased 
itered  nurses'  salaries,  has  put  a  great 
n  on  hospital  personnel  budgets. 

— Pfrry  T.  Jones 
Administrator, 
City  Memorial  Hospital 
masville,  N.C. 

R:  Did  it  ever  occur  to  you  that  the 
i  of  $44,000  by  an  average  physician 
jsents  the  result  of  many  more  than 
lours  of  weekly  work?  What  about 
severe  emotional  stress? 

— Jacob   Peretsman,    M.D. 
ngton,  Mass. 

R:  An  article,  "Medicine:  In  Hot 
iT.'l  quotes  me  as  saying  that  "Health 
is  now  too  big  to  be  left  to  the  doc- 
This  statement  fails  to  convey  the 
ling  of  a  much  more  comprehensive 
view  in  which  1  outlined  advances 
onmedical  areas  of  the  health  care 

lese  paramedical  areas  are  becom- 
increasingly  important  as  support- 
services  to  highly  trained  medical 
titioners,  each  of  whom  has  at  his 
mand  a  broad  spectrum  of  health 
capabilities  [such  as]  automated 
ratory  equipment  linked  to  electronic 
processing.  These  new  developments 
designed  to  help  the  hard  pressed 
or  do  a  better  job. 

— Richard  M.  Guttmacher 
Executive  Vice  President, 
Jionetics  Research  Laboratories,  Inc. 
i  Church,  Va. 
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for  Investors,  Bankers.  Brokers  and  Businessmen. 
Invaluable... completely  new.. .and  it'sFREE! 

At  Last ! One  authoritative  book  to  which  to  turn  for 

general  and  specialized  sources  of  business  and  invest- 
ment information.  Over  340  different  leading  business  and 
investment  services  analyzed,  described,  priced  and  cate- 
gorized in  one  handy  reference  volume.  The  Guide's  large 
Subject  Index  was  specially  designed  for  your  conven- 
ience to  enable  you  to  survey,  compare  and  seek  out  the 
best  sources  of  Investment  information  for  your  particular 
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'  Israel  Investments  -  Japanese  Investments  ■  Magazines  on  Invest- 
ments '  Mergers  A  Acqulilllons  *  Metals  ■  Mexican  InvestmoDta  - 
Money  Mutual  Funds  '  New  Issues  ■  Oil  Stocks  ■  Over-the-Countor 
Securities  '  Performance  RaUngs  ■  Point  A  Figure  Chart  Services 
Preferred  Slocks  -  Price  Indexes  -  Price  Momentum  Analysis  -  Price 
Statistics  Price  Strength  Indicators  ■  Psychological  ■  Puts  A  Calla  ■ 
Real  Estate  -  Science  Stocks  -  Securities  Statistics  -  South-Central 
America  ■  Special  Situations  ■  Speculative  Investments  -  Slock  Aver- 
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Timing  ■  Traders  ■  Volume  Analysis  ■  Warrants. 

Which  of  the  above  subjects  interested  you? 

Did  you  know  that  you  can  obtain  trial  subscriptions  and  professional 
opinions  from  the  services  of  your  choice,  when  you  want  them  atid 
at  little  or  no  cost,  under  a  special,  exclusive  arrangement  which  en- 
ables you  to  select  the  BEST  sources  of  business  and  investment 
Information  tor  your  particular  Investment  needs?  A  special  feature  in 
the  Guide  describes  a  completely  new.  unique  and  exclusive  Plan 
designed  to  minimize  your  lime  and  risk  and  to  maximize  your  effi- 
ciency in  selecting  specialized  sources  of  investment  information  that 
specifically  suits  your  needs 

How  to  tap  a  magnlBcent  flow  of  valuable  authoritative 
information  and  professional  ideas,  all  directly  from  ac- 
knowledged and  leading  experts  and  expert  organizations 
in  business  and  investment  areas  of  your  own  choosing, 
when  you  need  it  and  at  little  or  no  cost! 

That's  righll  This  same  EXCLUSIVE  Plan  enables  you  to  keep  better 
Informed  than  you  ever  thought  was  possible!  First.  It  tells  you  how 
to  seek  out  and  select  the  RIGHT  sources  of  business  and  Investment 
information  for  your  particular  needs.  Then,  It  shows  you  how  to  tap 
a  magnificent,  steady  flow  of  research,  authoritative  statistics  and 
Information,  sophisticated  professional  business  and  Investment  Ideas, 
and  knowledgeable  opinions,  all  from  sources  of  your  own  choosing 
and  directly  from  acli no wl edged  and  leading  exports  and  expert  or- 
ganisations. It  shows  you  how  to  obtain  this  enormous  wealth  of 
Inlormntlon  and  Ideas  oxnclly  when  you  want  it,  at  little  or  no  cost, 
and  with  absolutely  no  obligations.  Complolo  Information  about  this 
unique  Plan  In  the  Guide! 

There  is  no  other  book  available  now  that  contains  the 
unique   information  to  be  found   in  the   1968  Guide  to 
Business  and  Investment  Services  and  its  FREE,  if  you 
act  TODAY!  Send  50^  for  postage-handling  costs. 
_ Send  for  your  copy  NOW! 
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55.8%  of  Forbes'  total  adult  readers  are  em- 
ployed as  Professionals  or  Managerials 

That's  the  highest  concentration  of  Profession- 
als or  Managerials  found  in  the  1968  Simmons 
Study  of  the  audiences  of  57  publications. 


USE  THIS  "PROFESSIONAL"  METHOD  OF  TIMING 
FOR  YOUR  STOCK  PURCHASES  AND  SALES: 

''POINT  AND  FIGURE'' 

Timing  is  the  key  to  profits  in  the  stock  market.  Learn 
the  half  dozen  P  &  F  formations  that  give  the  buy  and 
sell  signals  which  alert  you  to  profit  opportunities 
and  . . . 

Keep  your  stocks  under  constant  surveillance  with  the 
fully  computerized  Chartcraft  P  &  F  Weekly  Service. 

P  &  F  CHARTS  ARE  A  TIMING  TOOL 

It  is  not  enough  to  pick  the  right  stock.  You  can  pick  a  good  stock  and  still  lose  money  or  miss 
most  of  the  gain.  Knowing  WHEN  to  buy  or  sell  is  all-important.  Point  &  Figure  charts  were 
created  specifically  to  simplify  making  the  right  decision  at  the  right  time. 

IN  USE  MANY   YEARS 

The  value  of  P  &  F  charts  has  been  proved  over  many,  many  years.  CHARTCRAFT  has  been 
making  and  using  P  &  F  charts  successfully  for  over  21  years.  Of  course,  past  success  is  never 
a  guarantee  ot  future  success,  and  no  forecasting  service  can  claim  infallibility.  But  more  and 
more  serious  investors,  professionals,  analysts,  and  market-letter  writers  will  not  make  a  move 
without  first  consulting  Point  &  Figure  charts. 

SIMPLE  TO  USE-EASILY  MASTERED 

Point  &  Figure  charts  mav  look  mysterious  to  the  uninitiated — just  columns  of  X's  and  O's 
Actually.  P  &  F  is  quite  simple  when  explained.  CHARTCRAFT'S  explanatory  P  &  F  METHOD 
MAN  I' A  I,  will  show  you  how  to  keep  your  own  P  &  F  charts;  how  to  read  the  half-dozen  forma- 
tions that  produce  Buy  or  Sell  signals;  how  to  use  Trend  Lines,  Price  Objectives,  Relative 
Strength,  Industry  Trends,  Average  Trends,  and  Technical  Indicators.  This  $3.95  Manual  ts 
(liven  as  a  bonus  uith  a  trial  subscription  to  CHARTCRAFT'S  WEEKLY  SERVICE. 

GIVES  YOU  A  PICTURE  OF  WHAT'S  HAPPENING 

Basically,  Supply  and  Demand  determine  the  price  action  of  stocks.  Point  &  Figure  charts  are 
a  graphic  representation  of  this  flow  of  accumulation  and  distribution.  P  &  F  charts  deliberately 
"filler  out"  unimportant  and  confusing  information  to  give  you  a  picture  you  can  grasp  at  a  glance. 

P  &  F  REQUIRES  FEW  ENTRIES— 
AND  YOU  DON'T  EVEN  HAVE  TO  KEEP  YOUR  OWN 

I'sually,  one  or  two  entries,  from  sheets  we  send  you,  are  all  you  need  to  chart  each  stock  for 
a  week.  Probably  you  will  want  to  keep  your  own  charts;  but  if  not,  you  still  get  a  mint  of 
information  each  week  in  the  CHARTCRAFT  SERVICE.  Nine  charts,  on  stocks  of  particular 
interest,  are  included  in  each  issue.  You  also  get  Dow-Jones  Industrial  Averages  in  P  &  F  form 
and  "Immediate  Trend"  charts  for  NYSE  and  ASE;  plus  a  listing  of  ALL  trend  reversals  in 
individual  stocks  for  the  week.  These  reversals  are  of  utmost  importance  as  "alerts." 

INTRODUCTORY  OFFER 

CHARTCRAFT  WEEKLY  SERVICE  is  fully  computerized.  You  get  ALL  stocks  on  the  NYSE 
and  ASE — by  name,  reference  point  (last  entry),  new  entries  for  the  week,  buy  or  sell  signals, 
price  objectives,  stop-loss  point,  relative  strength.  Plus  all  the  other  aforementioned  CHART- 
CRAFT features.  Order  a  trial  subscription  of  4  issues  for  /ust  $10  and  start  using  the  "pro- 
fessional" method  of  timing.  The  $3.95  CHARTCRAFT  P  &  F  MANUAL  will  be  sent  to  yon 
as  a  bonus  with  your  order. 


GET  $3.95  P&F  MANUAL  AS  BONUS   WITH   TRIAL  OFFER 


Over  95,000  copies  in  print.  This  New  Edition,  clearer  and  more 
complete,  lucid  for  beginners,  detailed  for  experts,  includes  valu- 
oble  sections  on  Short  Sales,  Convertibles,  OTC,  Puts  &  Calls, 
ndicators.  Commodities. 


112  pages   (SV}"   x   IV).   ever  100  illustrative   P&F  charts. 
$3.95  if  ordered  separately. 


FEE  DEDUCTIBLE  for  Income  Tax  purposes.  NYC  residents  odd  5% 
Sales  Tax;  others  aporopriate  lax.  No  transfer  of  this  subscription 
will  be  made  without  subscribers  approval.  *We  are  REGISTERED 
as  Investment  Advisors  with  the  Securities  and  Exchange  Commis- 
sion,  Washington,   DC. 
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Enclosed  Is  $10.  plus  appropriate  tax.  Enter  my  4  week  Trial  Subscription  to  eomputerlied 
Chartcraft  Weelity  Service,  including  as  a  Bonus  the  112-page  book.  "Chartcraft  Method 
of  Point  &  Figure  Trading." 
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Sir:  It  is  true  that  the  increasing  ratii 
of  hospital  employees  to  patients,  alon, 
with  sharply  increasing  wages,  are  boll 
major  contributing  factors  to  the  over-al 
increase  in  hospital  costs.  It  does  not  hap 
pen  to  be  true  that  these  employees  haw 
been  added  without  an  increase  in  pra 
ductivity.  The  increase  in  employee 
working  in  our  nation's  hospital's  repi^ 
_sents  the  tremendous  increase  in  tb 
range  of  diagnostic  and  therapeutic  re 
sources  available  to  the  attendinf 
physician. 

— F.K.  Neumank 

Director 

Edward  W.  Sparrow  Hospita 

Lansing,  Mich. 

Left  Out? 

Sir:  I  lived  in  Japan  from  1963  tt 
1965  as  a  U.S.  businessman  during  thi 
period  in  which  Professor  Reischauo 
was  our  ambassador  (Forbes,  Mar.  15f 
His  interview  portrays  his  ignorance  a 
disinterest  in  facing  the  realities  of  U.S 
businessmen  trying  to  do  business  ii 
Japan.  He  avoids  the  issue  of  Mm 
This  key  government  agency  is  thi 
mastermind  of  keeping  Japan's  economi 
free  of  outside  influences.  Japan  will  pasi 
West  Germany  in  gross  national  product 
soon,  but  U.S.  businessmen  will  not  havs 
an  opportunity  to  participate  in  thai] 
growth  in  the  same  manner  in  whichi 
Japanese  businessmen  are  allowed  tc 
participate  in  the  growth  of  this  countryi 
— Jerome  Svigals> 
Los  Gatos,  Calif. 


r 


Sir:  Edwin  Reischauer  made  the  com< 
ment,  "Our  idea  is  that  our  country  wa» 
built  by  the  businessman,  and  he  doa 
best  when  the  government  doesn't  paj 
any  attention  to  him.  This  tradition  has 
proved  not  to  be  realistic  in  the  20th  cen-t 
tury  world."  It  has  been  the  attempt  to 
substitute  decision  by  government  fiat  for 
competitive  market  decisions  which  ha 
caused  the  repeated  economic  crises  of 
the  20th  century. 

— Maurice  C.  Flemi 
Bradenton,  Fla. 

A  Gracious  Lady 


i 


^ 


'2 


Sir:  1  have  read  your  editorial  com- 
mending Mrs.  Lyndon  Johnson  (Forbes, 
Mar.  15,  p.  16).  If  Mrs.  Johnson  can  ever 
have  her  way,  to  bring  some  degree  of 
beauty  to  the  roads,  we  might  some  day 
stand  around  and  marvel  at  what  we  can 
accomplish  to  reverse  the  view  which  is 
too  often  the  "Jgly  American. 

— John  Dalton 
Cincinnati,  Ohio 

The  Ecumenical  Spirit 

t 

Sir:  Your  statement  about  the  spirituiil 

search  of  the   Beatles  and   Mia  Farrow 

shows  little  understanding  (Forbes,  Apr. 

1,  p.  22).  Today  the  Christian  Church 

in  its  ecumenical  outreach  is  learning  its 

debt    to    all    faiths   and   recognizes   that 

there   are   many   paths   to   holiness.        . 

— (Mrs.)  Robert  B.  Clelan» 

Women's  Society  of  Christian  Service 

Methodist  Church 

Princess  Anne,  Md.  ] 
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♦the  DETROIT  EDISON  COMPANY 18 

Agency:  Campbell-Ewald  Company 

♦DETROIT  STEEL  CORPORATION   89 

Agency:  SimonsiVlichelson  Company 

FRANCIS  I.  duPONT  i  CO 79 

Agency:  Cunningham  &  Walsh  Inc. 

*EL  PASO  NATURAL  GAS  COMPANY 7 

Agenc/:   Hill  and  Knowlton,  Inc. 

♦empire  DIAMOND  CORPORATION   59 

Agency:  Oobbs  Advertising  Company,  Inc. 

♦FMC  corporation   38-39 

Agency:  Botsford,  Constantine  & 
McCarty,  Inc. 

FIDELITY  FEDERAL  SAVINGS  &  LOAN 

ASSOCIATION     91 

Agency:  The  Perrett  Company 

FUNDSCOPE   84 

Agency:  Doremus  &  Company 

♦GEORGIA-PACIFIC   CORPORATION    23 

Agency:  McCann-Erickson,  Inc. 

GOODBODY  8.  CO 85 

Agency:  Doremus  &  Company 

THE  GOODYEAR  TIRE  fc  RUBBER  COMPANY   .  .      24 

Agency:  Young  &  Rubicam,  Inc. 

GROWTH  INDUSTRY  SHARES,  INC 80 

Agency:  Robertson  Advertising  Inc. 

♦hAHERAS  yacht  COMPANY    18 

Agency;  James  R.  Fox  Advertising 

HORNBLOWER  &  WEEKS-HEMPHILL,  NDYES  .  .     72 

Agency:  Doremus  &  Company 

THE  HUBSHMAN  FUND,  INC 87 

Agency:  Foike  B.  Lidbeck  &  Co.,  Inc. 

THE  KEYSTONE  COMPANY  OF  BOSTON   86 

Agency:  Doremus  &  Company 

♦XOPPERS  COMPANY,  INC 51 

Agency:  Batten,  Barton,  Durstine  &  Osborn, 
Inc. 

LEAR  SIEGLEH  INC 42 

Agency:  West,  Weir  &  Bartel,  Inc. 


♦lING-TEMCO-VOUGHT,  INC 13-14-15 

Agency:  Wyatt  and  Williams 

Division   of   Lennen   &   Newell,    Inc. 

MANUFACTURERS  HANOVER  TRUST  CO 20 

Agency:   Edwin   Bird   Wilson,   Incorporated 

MERRILL  LYNCH,   PIERCE, 

FENNER  &  SMITH  INC 54-55 

Agency:  OgiIvy  &  Mather  Inc. 

MORGAN,  ROGERS  &  ROBERTS,  INC 84 

Agency:  John  0  Powers  Company 

MORGAN  STANLEY  &  CO 65 

Agency:  Doremus  &  Company 

NEW  YORK  STOCK  EXCHANGE 49 

Agency:  Compton  Advertising,  Inc. 

NORTH  AMERICAN  ROCKWELL 

CORPORATION     36-37 

Agency:  Campbell-Ewald  Company 

NUVEEN   CORPORATION    83 

Agency:  Schwab,  Beatty  &  Porter,  Inc. 

♦pacific  GAS  &  ELECTRIC  COMPANY 58 

Agency:  Albert  Frank-Guenther  Law,  Inc. 

PAINE,  WEBBER,  JACKSON  &  CURTIS   61 

Agency:  Doremus  &  Company 

♦pOMONA   COLLEGE    85 

Agency:  Marsteller  Inc. 

T.  ROWE  PRICE  GROWTH  STOCK  FUND,  INC.  .  .      84 

Agency:  VanSant,  Ougdale  and  Company, 
Inc. 

THE  PRUDENTIAL  INSURANCE  COMPANY 

OF  AMERICA 19 

Agency:  Reach,  McClinton  &  Company,  Inc. 

PULLMAN    INCORPORATED    41 

Agency:  Young  &  Rubicam,  Inc. 

R.H.M.  ASSOCIATES 84 

Agency:  Saturday  House,  Inc. 

REYNOLDS  &  CO 66 

Agency:  Albert  Frank-Guenther  Law,  Inc. 

SCHENLEY  IMPORTS  COMPANY 
DEWAR'S  "WHITE  LABEL"  and 

ANCESTOR  Back  Cover 

Agency:  The  Kleppner  Company,  Inc. 

SELECT  INFORMATION  EXCHANGE 89 

Agency:  Crawford  Advertising  Company 

♦siMMONS  COMPANY   52 

Agency:  Arndt«Preston»Chapin«Lamb  & 
Keen,  Inc. 

♦the  SIMPLICITY  PATTERN  CO.   INC 11 

Agency:  Chappell  Fiore  Endelman,  Inc. 
Advertising 

SPEAR  &  STAFF,  INC. 

INVESTMENT  MANAGEMENT  DIVISION    85 

Agency:  Alfred  S.  Buyer,  Inc. 

♦SUNDSTRAND   CORPORATION    10 

Agency:  Howard  H.  Monk  and 
Associates,  Inc. 

TENNECO  INC 57 

Agency:  Reach,  McClinton  &  Co.  Inc. 

♦tEXTRON,   INC 33 

Agency:  The  Marschalk  Co. 

♦tUCSON  GAS  &  ELECTRIC  COMPANY 12 

Agency:  Harwood/Garland  Advertising 

UNITED  BUSINESS  SERVICE  CO.,  INC.  .  .    75-76-77 

Agency:  Silton  Brothers,  Incorporated 

♦universal  oil  products  company  . .  2nd  Cover 

Agency:  Gallay  Advertising,  Incorporated 

UTAH  power  t  LIGHT  CO 91 

Agency:   Gillham  Advertising  Agency,    Inc. 

THE  VALUE  LINE  INVESTMENT  SURVEY 81 

Agency:  The  Vanderbilt  Advertising  Agency, 
Inc. 

♦white  motor  corporation 6 

Agency:  Fuller  &  Smith  &  Ross  Inc. 

VlfOLFE  ft  CO 84 

Agency:  Albert  Frank-Guenther  Law,  Inc. 

YOUNG  RADIATOR  COMPANY 18 

Agency:  Geyer-Oswald,  .nc. 
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THOUGHTS  . . .  BUSINESS  OF  LIFE 


An  income-tax  form  is  like  a  laun- 
dry list — either  way  you  lose  your 
shirt.  — Fred  Allen. 


Fortune  can  take  from  us  nothing 
but  what  she  gave  us. 

PUBLILIUS   SyRUS. 


That  plenty  should  produce  either 
covetousness  or  prodigality  is  a  per- 
versio.T  of  providence;  and  yet  the 
generality  of  men  are  the  worse  for 
their  riches.  — William  Penn. 


The  eminently  successful  man 
should  beware  of  the  tendency  of 
wealth  to  chill  and  isolate. 

— Otto  H.  Kahn. 


The  contented  rrind  is  the  only 
riches,  the  only  quietness,  the  only 
happiness.  — George  Pettie. 


Contentment  iz  a  kind  ov  moral 
laziness;  if  thare  want  ennything  but 
kontentment  in  his  world,  man 
wouldn't  be  any  more  of  a  suckcess 
than  an  angleworm  iz. 

— Josh  Billings. 


Wealth  is  tangible  proof  of  ability 
and  power,  and  that  is  the  chief  reason 
why  men  seek  wealth. 

— William  Feather. 


Bare-faced  covetousness  was  the 
moving  spirit  of  civilization  from  its 
first  dawn  to  the  present  day;  wealth, 
and  again  wealth,  and  for  the  third 
time  wealth;  wealth,  not  of  society, 
but  of  the  puny  individual,  was  its 
only  and  final  aim. 

— Friedrich  Engels. 


A  man  who  possesses  wealth  pos- 
sesses power,  but  it  is  a  power  to  do 
evil  as  well  as  good.  — Azel  S.  Roe. 


A  citizen  can  hardly  distinguish  be- 
tween a  tax  and  a  fine,  except  that  the 
fine  is  generally  much  lighter. 

— Gilbert  K.  Chesterton. 


The  greatest  wealth  is  to  live  content 
with  little,  for  there  is  never  want 
where  the  mind  is  satisfied. 

— Lucretius. 


B.  C.  FORBES 

//  is  not  money  but  the  joy  of 
achievement,  the  joy  of  creating, 
of  developing  something,  that 
spurs  on  most  men  who  become 
factors  of  the  first  importance  in 
the  business  world.  Providence 
would  seem  to  have  ordained 
that  the  man  who  serves  most 
shall  reap  most. 


Let  the  fruition  of  things  bless  the 

possession  of  them,  and  think  it  more 

satisfaction  to  live  richly  than  die  rich. 

— Thomas  Browne. 


Money  is  human  happiness  in  the 
abstract:  He,  then,  who  is  no  longer 
capable  of  enjoying  human  happiness 
in  the  concrete  devotes  himself  utterly 
to  money.  — Arthur  Schopenhauer. 


The  truly  independent  person — in 
whom  creative  thinking  is  at  its  best — 
is  someone  who  can  accept  society 
without  denying  himself. 

— Richard  Crutchfield. 


"Like  mothers,  taxes  are  often  misun- 
derstood, but  seldom  forgotten. 

— L.J.  Bramwell 


Of  the  truly  creative  no  one  is  ever 
master;  it  must  be  left  to  go  its  own 
way.  — Goethe. 


The  art  of  getting  rich  consists  not  |( 
in  industry,  much  less  in  saving,  but 
in    a    better   order,    in    timeliness,    in 
being  at  the  right  spot. 

— Ralph  Waldo  Emerson 


The  utmost  we  can  hope  for  in  this 

world   is   contentment;   if   we   aim   at 

anything  higher,   we   shall   meet   with 

nothing  but  grief  and  disappointment 

— Joseph  Addison. 


More  than  3000  "Thoughts,"  in- 
dexed by  author  and  subject,  are  now 
available  in  a  574-page  book  at  $5.95. 
Send  check  and  order  to:  Forbes  Inc., 
60  Fifth  Avenue,  New  York,  N.Y. 
WOOL  (Sales  tax:  New  York  City, 
add  5%.  Other  parts  of  New  York 
State,   add  2%    to  5%    as  required.) 


A  Text .  .  . 

Sent  in  l)y  Leon  T.  Bishop,  Alniont, 
Mich.  What's  your  favorite  text? 
The  Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life  is  pre- 
sented   to    senders    of    texts    used. 


Let  your  conversation  be  without  cov- 
etousness; and  be  content  with  such 
things  as  ye  have.      — Hebrews  13:5 


h 


The  higher  the  type  of  man,  the 
greater  the  improbability  that  he  will 
succeed.         — Friedrich  Nietzsche 


In  an  ugly  and  unhappy  world  the 
richest  man  can  purchase  nothing  bui 
ugliness  and  unhappiness. 

— George  Bernard  Shaw 
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How  would  you  like 
3  extra  hours  a  day? 


If  your  responsibility  is  the 
investment  of  surplus  funds, 
and  you're  located  in  the 
east,  we  can  deliver  fifteen 
extra  hours  every  week. 
Because  the  nnoney  market 


doesn't  close  in  California 
until  6:00  p.m.  E.S.T., 
and  5:00  p.m.  C.S.T. 
And  Wells  Fargo's  staff  of 
experienced  corporate 
investment  specialists 
delivers  up-to-the-minute 
competitive  prices.  Worth 
thinking  about  the  next  time 
it's  three  o'clock.  That's 
only  one  example  of  the 


complete  range  of  corporate 
business  services  that 
Wells  Fargo  delivers.  Others: 
lock  box  banking  at  the 
speed  of  light.  Automated 
Payroll  Service.  Credit 
Inquiry  Service.  Equipment 
Leasing.  And  a  dozen  others. 


For  more  information, 
contact  Wells  Fargo  Bai 
Northern  California 
Headquarters,  National 
Division,  464  California 
Street,  San  Francisco 
94120;  or  our  Southern 
California  Headquarter; 
National  Division,  415 
West  Fifth  Street, 
Los  Angeles  90054. 


>^  WELLS  FARGO  BANI 

MEMBER  FEDERAL  DEPOSIT  INSURANCE  COflPOW   1 


I  want  my  boy  to  have 
all  the  advantages  I  can  give  him 


SUCH  as  having  to  earn  his  own  allowance  by  running  errands, 
cutting  lawns. 

Such  as  getting  good  grades  in  school  —  getting  them  because 
he  wants  to,  and  because  he  knows  what  it  would  do  to  me  if 
he  didn't. 

Such  as  being  proud  to  be  clean  and  neat  and  decent. 

Such  as  standing  up  and  standing  proud  when  his  country's 
flag  goes  by. 

Such  as  addressing  elder  friends  of  his  parents  as  "sir" 
and  "ma'am". 

Such  as  having  to  earn  his  own  way  in  the  world  and  knowing 
he  has  to  prepare  for  it  by  hard  work,  hard  study,  and  sacrificing 
some  of  the  pleasures  and  ease  his  friends  may  get  from  too- 
indulgent  parents. 

These  are  the  advantages  I  want  my  son  to  have,  because  these 
are  the  things  which  will  make  him  self-respecting  and  self-reliant 
and  successful.  And  that  is  the  happiness  I  want  him  to  have. 


New  Gradall"  G-800  offers 
Gradall  versatility  plus 
ability  to  dig  23  feet 
straight  down. 


•U  CAN  PRODUCE  IT  BETTER,  FASTER,  FOR  IEI$  WITH  WARNER  S  SWASEY  MACHINE  TOOII,  TEXTILE  MACHINERY,  CONSTRUCTION   EQUIPMENT 

RBES,  MAY  1,  1968  3 


Ill  PRODUCTS  FOR 
TRANSPORTATION  INDUSTRIES 


Of  the  many  Porter  products,  111  are  manufactured  for  the  trans-ij 
portation  industry  alone... from  jet  starter  hose  to  truck  and  bus 
hardware... from  current  collector  systems  to  brake  lining... from 
structural  shapes  to  air  conditioning... from  hydraulic  hose  assem- 
blies to  metal  trim  and  alloy  strip.  Call  Porter.  Pittsburgh,  Pa. 


H.  K.  PORTER  COMPANY,  INC. 
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'S  GENEEN:  Quadrupling  ITT's  sales  in  less  than  a  decade  is  impres- 
!,   but  still   more  so  are  the  executives   Hal  Geneen   has  turned  out. 
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23  UTILITY   REGULATION  59 

There's  a  push  toward  more  federal  regulation  of  elec- 
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25  PLANNING  RESEARCH  CORP. 

Brains  are  essential  but  so  is  money, 
even    for    a    high-science    company. 
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atever  a  "discount  supermarket" 
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jid    the   end    of    the   Vietnam    war   free    $30    billion 

education,   health,   jobs   and    rebuilding  our  cities? 

t  at  all,  says  a  former  White  House  economic  advisor. 
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Yellow  Cab 
was  plugged  into 
the  largest  information 
network  in  the  world. 

Then  they  learned 
how  to  use  it. 


Yellow  Cab  Co.,  Chicago,  was  getting  rundown  trying 
to  record  drivers'  trip-sheet  figures  by  hand.  Then  they 
learned  how  to  use  the  world's  largest  information 
network.  The  Bell  System. 

Now  cashiers  use  Touch -Tone®  telephones  that  sit  on 
their  desks  to  tap  trip-sheet  figures  directly  to  a  computer. 

Result:  the  payroll  can  be  done  in  35  minutes  instead 


of  a  week.  Auditing  is  done  automatically  by  the 
puter.  And  the  company  saves  at  least  $35,000  z 

But  the  network's  not  just  for  doing  payrolls.  Le 
how  to  plug  into  the  network  helped  the  Credit  E 
of  Columbus,  Inc.  add  more  customer  services, 
cutting  customer  waiting  time  by  one-third. 

The   network  even    let  AIro   Industrial    SuppI 


.& 


I.  Mich,  process  orders  faster  and  cut  costs. 
;mber  a  phone  is  just  a  phone  until  you  learn 
use  it.  And  that's  why  we  keep  a  man  on  our 
:alled  a  Connmunications  Consultant.  You  can 
m  at  your  Bell  Telephone  Business  Office. 
)b— to  help  you  to  plug  into  the  largest  informa- 
vork  in  the  world. 


AT&T 

and  Astociaud  Compinics 


We  canl*  control 
everything. 


\ 


If  we  only  could.  You'd  be 
hainer,  the  guys  who  make  combs 
happier  and  Abex  would  make  a 
bloomm'  fortune. 

Unfortunately  we  can't  con- 
trol baldness.  But  we  do  control  a 
lot  of  other  things. 

Like  the  control  of  fluid  pow- 
er for  airspace,  outer  space,  hydro 
space. 

And  the  control  of  friction 
that  helps  make  cars  go,  rapid  trans- 
it rapid,  and  bulldozers  bull. 

And  wear  controls  that  get 
things  done,  like  getting  buildings 
built  and  mines  mined. 

We  have  a  book  that  tells 
you  all  about  it.  it's  our  1967 
Annual  Report.  Us  yours  free.  Just 
write  to:  Abex  Corporation,  530 
Fifth  Avenue,  NewY)rk,  New\brk 
10036.  A 

(The  G>ntiols  Company) 
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Side  Lines 


The  Man  Who  Throws  Away  All  the  Books 

The  scene  at  the  right  did  not  take  place  in  our 
art  department.  The  photograph  was  taken  in  a 
writer-editor's  office.  Kneeling  on  the  floor  are  As- 
sociate Editor  Robert  J.  Flaherty  and  Researcher  V. 
Judith  Bowman.  The  scraps  of  paper  are  snippets 
cut  from  transcripts  of  interviews.  The  purpose  of 
the  little  game  is  to  classify  the  material  by  topics 
and  to  make  sure  that  the  choicest  quotes  and  facts 
get  into  the  article.  Flaherty  likes  to  work  this  way 
anyhow,  but  he  had  little  choice  this  time:  He  had 
so  much  material  for  his  cover  story  on  ITT  Chair- 
man Harold  Geneen  ("They  Call  It  Geneen  U,"  p. 
27)  that  there  was  no  other  practical  way  for  han- 
dling it  all. 

Fortunately,    nobody    walked    into    Flaherty's 
office  with  a  fan. 

Bob  Flaherty,  34,  a  Harvard  MBA,  is,  in  our 
opinion,  one  of  the  country's  top  reporters  on 
business  management.  Early  this  year  he  proposed 
doing  a  story,  not  on  ITT,  but  on  Geneen-the 
Maker-of-Corporate-Presidents.  To  get  the  stor\. 
Flaherty  proposed  relying  only  slightly  on  inter 
views  with  Geneen  and  his  present  associates.  The 
main  research  would  be  done  among  men  who  had 
worked  with  Geneen  and  then  departed.  Presum- 
ably they  would  be  more  objective  and  more  will- 
ing to  talk  about  the  man's  flaws.  V.  (for  Virginia) 
Judith  Bowman  did  many  of  the  interviews  on  her 
own.  Judy,  a  1962  graduate  of  Smith  College  and 
a  native  of  Evanston.  III.,  came  to  Forbes  as  a 

researcher  in  January  of  1966  after  several  years  working  for  the  U.S. 
Department  of  State  here  and  abroad. 

Flaherty  and  Bowman  found  that  ex-ITT  executives,  even  many  of 
those  who  bore  Geneen  a  grudge  or  who  felt  he  had  misused  them,  con- 
tinued to  admire  him.  Says  Bob  Flaherty:  "Here's  a  man  who  throws 
away  the  book,  in  fact  all  the  books,  who  runs  what  is  essentially  a  one- 
man  show  and  often  drives  people  beyond  the  point  of  endurance.  But  if 
results  are  what  a  boss  is  supposed  to  get,  that  is  what  Geneen  delivers  to 
his  board  and  to  his  stockholders." 

Also  In  This  Issue: 

Knowing  that  a  denouement  could  not  be  long  delayed,  Forbes  as- 
signed Reporter  Walter  Rogers  several  weeks  ago  to  gather  background 
on  the  situation  at  Curtis  Publishing.  The  news  of  Curtis'  latest  change  in 
management  broke  just  before  we  went  to  press.  Rogers  interviewed 
Curtis'  new  chief  executive  officer  and  came  up  with  the  story  that  ap- 
pears on  page  23.  Will  an  end  to  the  Vietnam  war  end  the  fiscal  strin- 
gency in  Washington?  Not  according  to  Harvard  Professor  Otto  Eckstein, 
interviewed  for  "As  1  See  It"  by  Washington  bureau  manager  Peter 
Weaver  (p.  38).  Staff  Writer  James  Flanigan,  supplemented  by  Reporter 
Louis  Licht,  describes  the  latest  attack  on  the  oil  industry's  quota  system 
{p.  25).  Staff  Writer  David  Pauly  tells  why  everybody  wants  to  buy  hotel 
companies  these  days  (p.  40).  Senior  Editor  James  Cook  examines  the 
complexities  of  being  a  big  U.S.  company  in  a  small,  poor  country — 
Surinam  {p.  52).  Los  Angeles  Bureau  Manager  Stephen  Quickel  writes 
about  what  the  growth  of  discount-supermarketing  is  doing  to  the  grocery 
business,  specifically  to  the  giant  Safeway  chain  {p.  36).  Interviewed  by 
Reporter  Thomas  Stevenson,  German  chemical  boss  Karl  Winnacker  takes 
issue  with  the  thesis  that  European  industrial  management  is  inferior  to 
the  U.S.  brand  (Faces  Behind  the  Figures,  p.  64).  ■ 


Reminder: 

Tax-exempt 

securities  are 

tax-exempt  all 

year  around! 


Not  just  on  April  15th.  Every  spring 
when  tax  time  rolls  around,  there's 
an  extra  spurt  of  interest  in  tax- 
exempt  securities.  This  is  natural 
enough.  After  all,  high  income  fam- 
ilies (middle  income,  too)  can  often 
realize  very  worthwhile  tax  savings 
through  investment  in  tax-exempt 
municipal  bonds. 

We're  not  tax  experts,  but  we  do 
have  one  of  the  best  Municipal 
Bond  Departments  in  the  business, 
and  it's  just  simple  arithmetic  that 
if  you're  in  the  48%  tax  bracket,* 
a  tax-exempt  yield  of  5.00%  is 
equivalent  to  9.62%  on  a  taxable 
basis.  Municipal  securities  are  usu- 
ally backed  by  either  the  fuU  faith 
and  credit  of  the  issuing  municipal- 
ity or  secured  by  revenue  produced 
from  basic  municipal  services  such 
as  water,  light,  and  power.  Histori- 
cally they  have  therefore  proved  to 
be  a  relatively  safe  form  of  invest- 
ment, and,  of  course,  they're  readily 
marketable. 

If  this  sounds  interesting  to  you, 
call  the  manager  of  the  nearest 
Dean  Witter  office  for  our  Current 
Offering  Circular.  Or  write  the  near- 
est Dean  Witter  office. 

*  Single  return  of  $20,000  to  $22,000. 
Joint  return  of  $40,000  to  $44,000. 


You're  close  to  men  who 
know  when  you  invest  with... 

Dean  Witter  st  Co. 

Members  New  York  Stock  Exchange 
Pacific  Coast  Stock  Exchange 

DIVISION  OFFICES  IN 

SAN  FRANCISCO  •   LOS  ANGELES 

NEW  YORK  •   CHICAGO 

OTHER  OFFICES  THROUGHOUT  THE  U.S. 
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Trends 

<Sc  Tangents 


BUSINESS 


Lagging.  Ten  years  ago  General 
Motors'  Oldsmobile  outsold  Pon- 
tiac  and  Buick,  and  five  years  ago 
it  was  ahead  of  Plymouth.  But  now 
Olds  is  in  sixth  place,  behind  those 
three  makes  and  barely  ahead  of 
Dodge,  which  is  gaining  steadily. 
Olds  dealers  blame  unpopular  styl- 
ing, profusion  of  model  names  and 
poor  advertising  for  the  decline.  In 
a  letter  to  Automotive  News — un- 
signed for  "fear  of  reprisals" — one 
dealer  speculated,  "If  Oldsmobile 
doesn't  improve,  Cadillac  will  soon 
outproduce  us." 

Loud  Applause.  The  Czech  film 
Closely  Watched  Trains  won  the 
Academy  Award  last  month  as  the 
"Best  Foreign  Film  of  the  Year," 
and  no  one  cheered  more  loudly 
than  Leonard  G.  Gruenberg,  chair- 
man of  Filmways,  Inc.  Filmways 
owns  Sigma  III,  which  is  distrib- 
uting Trains.  Gruenberg  believes 
that  foreign  language  films  have 
escaped  from  the  "art  theaters"  and 
that  Trains,  riding  on  the  publicity 
of  the  Oscar,  will  probably  be 
booked  in  at  least  2,000  theaters. 
He  also  believes  that  it  may  sur- 
pass the  record  gross  for  a  foreign- 
language  film  set  by  Dear  John, 
another  of  his  presentations.  Like 
Detroit,  Hollywood  may  be  in 
for  even  more  foreign  competi- 
tion. 

Old-Fashioned  Confidence.  Real 
ownership-management  in  a  major 
company  is  rare  these  days,  but  it 
can  be  an  advantage.  Take  Cum- 
mins Engine.  Chairman  J.  Irwin 
Miller  and  family  own  62%  of  its 
stock.  So  when  a  poor  year  for 
trucking  in  1967,  plus  poor  business 
overseas,  meant  a  terrible  year  for 
Cummins'  major  product,  diesel 
engines.  Miller  did  not  have  to  wor- 
ry about  changing  his  plans.  With 
a  78%  drop  in  profits.  Miller  kept 
right  on  with  a  four-year,  new- 
product  push  to  keep  Cummins  the 
top  runner  in  a  field  that  includes 
Genera!  Motors,  Massey  Ferguson, 
Mack  and  Caterpillar.  "We  didn't 
hold  up  on  spending,"  he  says,  "we 
deliberately  took  our  beating."  This 
year,  things  are  going  much  better. 


Truckers  could  no  longer  postpone 
orders,  and  Cummins'  earnings  in 
the  first  quarter  were  64  cents  per 
share,  nearly  double  those  of  a  year 
ago. 

"Don't  Quote  Us."  The  cost  of 
tHe  Vietnam  war  may  translate  it- 
self into  much  higher  salaries  for 
young  men  with  graduate  degrees 
going  to  work  for  corporations  in 
the  next  year.  Business  demand  for 
graduate  degrees  is  already  outstrip- 
ping supply.  Now  the  U.S.  Office 
of  Education  will  be  revising  its 
projections  for  graduate  degrees  sig- 
nificantly downward.  The  first  rea- 
son is  a  cutback  in  funds  for  new 
National  Defense  Education  Act 
graduate  fellowships  from  6,000  to 
3,400.  The  second  is  General  Her- 
shey's  decision  to  suspend  graduate 
student  draft  deferments.  Of  a 
dozen  companies  contacted  by 
Forbes,  all  said  they  were  aware 
of  the  situation  and  that  they 
did  not  want  to  be  quoted  by 
name  as  saying  salaries  will  be 
going  up. 

Up  with  the  Worst  of  Them.  A 

rare  gain  in  the  becalmed  cement 
industry  was  American  Cement's 
31%  profits  jump  for  1967.  Mass 
firings,  new  defense  contracts  and 
the  acquisition  of  a  tiny  metal 
fabricating  company  all  played 
their  parts.  "We  had  to  do  some- 
thing to  get  off"  the  dime,"  says 
American's  president,  James  Giles. 
But  the  company's  earnings  had 
been  sliding  downward  ever  since 
1959.  helped  along  by  overcapacity, 
price-cutting  and  internal  squab- 
bling. All  of  Giles'  efi'orts  have 
merely  brought  it  into  line  with  the 
industry's  return  on  equity,  a  run- 
of-the-mill  8%  or  so.  Moral:  You 
can't  turn  around  very  far  under  a 
pile  of  sick  bodies. 

Ouch!  When  the  acquisition  by 
Time  Inc.,  of  the  Newark  (N.J.) 
Evening  News  fell  through  unex- 
pectedly last  month,  Manhattan 
newspaper  broker  Vincent  J.  Man- 
no  saw  a  commission  estimated  at 
$800,000  evaporate  (Forbes,  Apr. 
1).  Although  he  spent  several 
months  on  the  deal,  he  will  receive 
no  compensation.  "It's  all  part  of 
the  game,"  he  says  cheerfully.  "If 
a  deal  doesn't  go  through,  I  don't 
get  paid.  But  I  will  say  that  it's 
rare  for  a  deal  to  reach  the  writing 
stage  and  not  materialize."  Man- 
no's  apparent  good  nature  reflects 
two  things:  He's  still  seeking  a 
(Continued  on  page  12) 
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eyed-car  Bug. 


Avis  has  to  watch  out 
for  this  one.  He  only 
comes  out  at  n^t. 

If  a  rent  a  car  has  a 
burnt-out  headlight 
this  is  the  bug  to  blame. 

But  we're  keeping  our  eyes 
peeled  for  him  at  Avis. 

We  want  our  new  Plymouths 
to  be  thoroughly  dependable, 
and  thoroughly  debugged. 

Avis  tries  harder. 
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There  are  over  600,000  words  in  the  English  lan- 
guage. But  not  one  can  really  describe  just  how  good 
J&B  is.  So  when  it  comes  to  anyone's  word  on  J&B  — 
don't  take  it. 

Take  a  drink  of  J&B  instead. 

Savor  its  special  taste  for  yourself.  You'll  discover 
the  flavor  of  J&B  is  unique.  Far  better  than  any  words 
can  convey.  Far  better  than  the  scotch  you  used  to  think 
was  great. 

And  you'll  be  anxious  to  pass  the  good  word  along. 
When  you  do,  do  it  right.  Forget  all  the  superlatives,-  all 
the  glorious  adjectives.  And  simply  insist  they  taste  J&B 
for  themselves. 

Because  now  you  know  that  only  tasting  is  truly 
believing. 

no  man 

can  reany  ten 

a  woman 
about  it 

The  unique  flavor  of 
J&B  Rare  Scotch 


pennies  more  in  cost 

worlds  apart  in  quality 

the  premium  product  of 

JUSTERINI  &  BROOKS 

founded  1749 
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newspaper  for  Time  Inc.;  and  the 
Newark  News  deal,  like  other  dealsi 
that  seemed  dead,  could  one  dayi 
be  revived.  I 


Old  Electras  Never  Die.  Thev 
just  fade  away  to  the  country's  13 
supplemental  airlines.  The  latest  tc 
so  update  its  fleet  is  small,  private- 
ly owned  Universal  Airlines,  Inc. 
of  Ypsilanti,  Mich.  Universal 
spending  $18  million  to  buy  11 
Electras  from  KLM  and  conver 
them  into  freightliners.  The  turbo! 
props  will  replace  slower  piston 
engine  DC-7s.  Universal  hopes  thi 
Electras  will  help  it  snare  upcominj 
military  contracts. 


WASHINGTON 


Look   behind   You.    While   Cor 

gress  debates  a  10%  federal  surt.n 
the    Tax    Foundation    reports   th: 
state  and  local  tax  collections  ha 
been  rising  at  a  faster  rate  than  k 
eral  taxes.  In   1960  federal  colk 
tions  totaled  $88  billion,  while  St.; 
and  local  collections  were  $38  hi 
lion.   This    year,    however,    feder, 
collections    will    be    an    estimate 
$148   billion,   up  some  70%    fn 
1960,   while   state   and   local   tax 
will  be  close  to  $70  billion,  up  nca 
ly  100%. 

Round    Two.    Three    years    a^ 
Forbes  ran  a  story,  "Cracks  in  il 
Wall,"  about  private  antitrust  co 
spiracy  suits  being  filed  against  Tl 
New  York  Stock  Exchange.  Whi 
top     Justice     Department    offici; 
claimed    these    suits    were    "higl 
significant,"    most    Wall    Street, 
dismissed    them    as    "cranks." 
Wisconsin     firm.     Thill     Securit 
Corp.,     not     a     member    of     i 
NYSE,  claimed  that  the  exchang 
rules  preventing  nonmember  de 
ers  from   participating  in  comni 
sions  on   NYSE  floor  transactic 
that    they    initiated    severely    li 
ited  their  opportunity  to  compe  ] 
The    NYSE   filed    for   a   dismis 
claiming   it   didn't   do   business 
Wisconsin.  Federal  Judge  John  ' 
Reynolds,  however,  has  ruled  til 
the   "long   arm    of   the   exchanj  | 
does,    indeed,    reach    into   Wisc(  I 
sin's   security   business   and   NY  j 
must  now  stand  trial  in  Thill's  $'.  \ 
million  damage  suit.  ■ 
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the  copymaker 
that  never  needs  a 
"mulligan'^"  either... 
Apeco  Super-Stat 

When  a  golfer  doesn't  count  a  missed  shot,  he  only  fools  himself.  A  copymaker 
that  takes  one  or  two  extra  tries  before  producing  the  copy  you  want  can  cheat 
your  business  out  of  thousands  of  dollars  every  year.  The  Apeco  Super-Stat  makes 
every  copy  count.  And,  it  copies  anything  including  pages  from  bound  books  or  three 
dimensional  items.  It  does  it  easier,  faster  and  at  lower  cost.  See  a  demonstration  in  your 
office  of  the  Apeco  Super-Stat,  the  copymaker  that  never  needs  a  mulligan.  Af 

Arnold  Palmer's  golf  instruction  booklets,  "Tee  Shots  and  Fairway  Woods,"  "Hitting 
the  irons,"  "Chipping  and  Pitching"  and  "Putting"  free  when  you  see  a  demonstration  of 
the  Apeco  Super-Stat.  To  arrange  a  demonstration  in  your  office,  phone  the  Apeco  office  or 
representative  in  your  city.  Sales  and  service  facilities  throughout  the  world. 

*A  slang  golf  term  for  a   second  chance"  shot  to  replace  a  poor  first  shot. 

AMERICAN  PHOTOCOPY  EQUIPMENT  COMPANY.  2100   WEST  DEMPSTER  STREET,  EVANSTON,  ILLINOIS  60204 
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FINISHED  TO 

YOUR  NEEDS  IN 

LESS  THAN  90  DAYS 


Under  Pennsylvania's  100%  financing  program,  this  60,000 
sq.  ft.  plant  can  be  finished  to  your  specifications — with  no 
capital  outlay  and  at  low  interest  rates. 

This  building,  in  Central  Eastern  Pennsylvania,  features 
quick  access  to  the  great  Eastern  Megalopolis,  over  the 
area's  vast  and  growing  highway  system.  It's  situated  at  an 
interchange  of  north-south  Int.  Rt.  81  and  only  15  minutes 
to  east-west  Int.  Rt.  80. 

The  tax  climate  is  fair  and  favorable  to  industry.  Industrial 
electric  power  rates  are  among  the  lowest  in  the  East  and 
recreational  facilities  are  plentiful,  including  the  nearby 
famed  Pocono  Mountain  vacationland. 

These  are  just  some  of  the  reasons  why  over  750  industries 
located  in  this  area  in  the  past  five  years.  You  too,  will  find 
the  area  ideal  for  growth  and  prosperity.  Complete  the 
coupon  below  for  a  full,  factual  and  objective  story  on  the 
above  building  and  other  prime  C.E.P.  locations. 

Information  sent  with  no  obligation. 


Donald  N.  Stocker,  Mgr.,  Area  Development  fb  3 

PENNSYLVANIA   POWER  &  LIGHT  COMPANY 
901  Hamilton  Street 
Allentown,  Pennsylvania  18101 

Please  send  full  Information  on  the  above  building, 
and  the  area  where  it  is  located. 


Name. 


Company. 

Address 

City 


. Phone_ 


.  State. 


.Zip  Code. 
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THE  HEART  OF  THE  MARKET 


Tuesday  Morning  Quarterback 

Sir:  You  did  a  fine  job  of  patting 
yourselves  on  the  back  in  your  "Side 
Lines"  column  (Forbes,  Apr.  15),  in- 
cluding the  smug  comment  on  your 
Cameo-Parkway  story.  That  was  a 
classic  example  of  Monday  morning 
quarterbacking — and  only  a  little  less: 
than  two  months  after  trading  in  thel 
stock  was  suspended. 

— Mrs.  Esther  Tanneni 
New  York,  N.Y. 

The  story  had  not  been  reported  else- 
where in  any  detail — Ed. 

Sir:  I  feel  that  the  responsibility 
should  also  be  directed  to  a  lower  but 
much  more  important  level  [than  to  the 
Amex],  the  little  people's  broker.  Tht 
credulous  broker  does  not  help  the  Ame>j 
retain  its  image. 

— Allen  H.  Johnson,  M.D 
Decatur,  Ga. 

Sir:  In  the  course  of  the  article,  yoi 
refer  to  my  purchase  of  50,000  share 
of  the  stock  of  Cameo,  describe  the  ris< 
in  the  market  price  of  the  Cameo  stock 
advert  to  the  formation  of  my  firm  A.J 
Butler  &  Co.  .  .  .  Your  statements  ar, 
inaccurate  and  contain  innuendos  whici 
are  extremely  unfair.  I  did  not  open  m 
oflRce  "on  that  same  day"  as  the  Came 
press  release  (Dec.  28).  I  actually  opene 
it  on  Dec.  1  and  had  planned  to  open 
at  least  two  months  before  but  had  bee 
delayed.   I  never  resigned   as   a   directc 
of  Cameo.  I  did  not  stand  for  re-electio 
because   I  felt   I  did   not   have  the  tim 
nor  sufficient   background   in  the  ente 
tainment  industry. 

Your  article  is  wrong  in  suggestir 
that  I  may  have  sold  my  Cameo  stoc 
because  I  wanted  to  avoid  any  "oblig 
tion  of  filing  insider  reports."  I  have  n' 
sold  any  part  of  my  Cameo  stock.  I  st 
own  the  50,000  shares  which  I  purchase 
on  July  28,  1967.  When  I  bought  the 
50,000  shares,  I  gave  an  investment  let! 
to  the  sellers.  There  is  and  was  no  co 
nection  between  the  founding  of  my  fir 
and  the  activity  in  the  Cameo  stock.  Yi 
might  have  checked  the  assertions  in  yo 
article  with  me  by  writing  to  me  abc 
them. 

— Abbey  J.  Butl 
A.J.  Butler  &  C 
New  York,  N.Y. 

In  spite  of  repeated  efforts  on  our  pc  \ 
Mr.    Butler   refused   flatly    to    talk   w 
Forbes — Ed. 

Include  Him  Out 

Sir:  Re  your  article  entitled  "Of  'I 
&  Brains  &  Drugs  &  Genes"  (FoRsI 
Mar.  15,  p.  9),  I  certainly  don't  w( 
to  live  in  that  kind  of  world  or  hand 
on  to  future  generations. 

— Don  S.  ValeiI 
Chicago,  III. 

(CONTINUED   ON    PAGE   84) 


14 


FORBES,  MAY  1,  1 


INI-SIZE 


has  a  better  idea 


/ 


Opportunity:  Microelectronics,  born  to  serve  the  aerospace 
industry,  has  an  enormous  potential  for  consumer  and  indus- 
trial products.  By  1970  it's  estimated  industry  sales  will  be 
over  a  half  billion  dollars.  D  Fact:  Philco-Ford  is  already  mak- 
ing microcircuits  smaller  than  a  pea  .  .  .  containing  as  many  as 
1200  transistors.  Circuits  that  increase  product  reliability  and 
cut  manufacturing  costs.  D  Microelectronics.  Just  one  of  Ford's 
growing  interests.  Others:  Education.  Medical  research.  World 
nutrition.  D  Ford  is  where  what's  happening  .  .  .  happens. 


in  microelectronics 


What  do  you  do  after 
you  get  that  second  car? 

Get  your  first  plane. 


Don't  laugh.  There  are  more  than  475,000 
Americans  with  pilot's  licenses.  Not  dare- 
devils. Or  miliionaiies.  Or  frustrated  astro- 
nauts. Just  people  who  like  to  fly. 

Families  with  2-3-4  kids.  Retired  couples. 
Young  marrieds.  And  they  own  more  than 
115,000  planes. 

They  use  'em  for  family  vacations.  For 
business.  For  unwinding.  For  weekend  visits 
with  Aunt  Martha. 

Some  people  still  think  flying's  expensive. 
But  you  can  run  a  light  plane  like  the  one 


shown  for  8.3  cents  per  mile;  most  cars  cost 
about  10  cents.  You  can  sell  a  plane  after 
4  years  and  get  at  least  half  what  you  paid 
for  it;  with  most  cars  you'd  be  lucky  to  get 
one-third. 

How  do  we  know  so  much  about  it?  Of 
the  more  than  115,000  registered  general 
aviation  planes,  Avco's  Lycoming  engines 
power  about  half.  For  40  years  these  power- 
ful, economical,  reliable  engines  have 
helped  private  plane  owners  fly  safely  in  all 
seasons  and  all  climates  for  all  kinds  of  trips 
from  100  miles  to  10,000.  You'll  find  our  en- 


g^ines  In  Piper,  Beech,  Aero  Command? 
Cessna  and  66  other  makes  of  private  plant 
around  the  world. 

But  flying  isn't  all  we  know:  we're  deep 
concerned  with  new  ways  of  generati! 
electric  power,  new  communications  s) 
tems  for  space  vehicles,  new  methods  ; 
working  exotic  metals,  such  as  boron. 

Avco  is  50,000  people  changing  the  w! 
you  live. 
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Your  first  flying  lesson:  $5.00.  This  offer  Is  now  being  made  by  a  number  of  dealers  around  the  country.  Check  your  local  airport   Avco  is  where  the  action  - 
is:  in  abrasives,  in  aerospace,  broadcasting,  electronics,  farm  equipment,  finance,  insurance,  ordnance  and  research.  In  these  and  other  areas  we  are 
offering  career  opportunities  for  qualified  scientists.   Avco  Corporation,  750   Third   Avenue.    New   York,    NY.    10017.   An   equal    opportunity   employer. 
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''With  all  thy  getting  get  understanding' 


Fact  and  Comment 


WHAT  A  DIFFERENCE  A   DAY  MAKES 


At  the  very  moment  President  Johnson  concluded  his 
»eech  announcing  meaningful  new  peace  efforts  and  his 
vn  unavailability  for  another  term,  people  believed  they 
>d  been  eye-ear  witnesses  to  an  historic  event. 

The  immediate  reactions  were  more  emotional  than 
lalytical. 

The  stock  market  soared. 

Political  viciousness  lessened  overnight. 

Peace  looked  not  only  possible,  but  probable. 

Now,  from  the  perspective  of  a  month  later,  can  reason- 
ig  men  reasonably  conclude  that  these  initial  reactions, 
lis  surging  optimism  were  justified? 

I  think  so. 

The  prospect  of  peace,  of  course,  is  what  triggered  all 
lese  good  things,  peace  in  the  nearer  rather  than  the  far 
iture. 

Asians  are  the  famed  artisans  of  face-saving,  so  4F  we 
lean  to  get  a  peace  and  get  out,  I  don't  think  they  will 
iggle-niggle  in  Panmunjom  style  for  two  years. 

In  a  few  sentences  the  President  certainly  changed  the 


whole  political  atmosphere  of  bitterness  and  division  into 
the  more  normal  climate  of  merely  ambitious  men  con- 
tending for  the  Presidency. 

Those  buying  stocks  now  will  have  no  long-run  regrets. 

Peace  concluded  by  the  year's  end  or  soon  thereafter 
makes  coping  with  our  havoc-wreaking  gold/ dollar  drain 
possible. 

The  pent-up,  explosive  need  to  tackle  in  a  ma-ssive  way 
the  problems  of  ghettoed  Americans  spells  jobs  for  Think 
people  and  Systems  people,  as  well  as  the  brick-and-mortar 
makers. 

Whereas  before  the  President's  speech  there  was  hope- 
lessness among  Americans  no  matter  what  course  they 
were  advocating,  now  there  is  high  hope.  Only  renewed 
hawkism  by  the  handful  who  have  the  President's  ear  can 

bring   back   despair,    doom    boom. 

*      *      *      * 

What  a  difference  a  day — Sunday,  Mar.  31,  1968 — 
will  have  made,  //  what  the  President  said  is  what 
he  meant. 


OH  LORD,  GIVE  US  A  SIGN 


A  lot  of  lives  and  a  lot  of  limbs  could  be  saved  by  the 
)rds  of  this  earth  if  only  they  would  get  together  and 
ive  us  a  highway-and-byway  sign  language  that  makes 
;nse.  Take  the  highways.  The  great  and  many  new  ones 
re   indeed   grand,   and   what   the   signmakers   technically 
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have  wrought  is  wondrous  .  .  .  huge  structures  carrying 
huge,  highly  visible  signs. 

Wot's  writ  on  'em  remains,  however,  as  confusing  or 
more  so  than  ever. 

On  the  byways  and  within  the  cities,  signs  still  remain 
confusing,  often  the  subject  of  jokes  because  they  are  jokes. 

Last  October,  at  New  York's  Museum  of  Modern  Art, 
250  wheels  concerned  with  the  subject  got  together  for  an 
all-day  symposium  on  the  problem. 

I  guess  we  can  safely  conclude  they  concluded  improve- 
ment was  needed. 

Whatever  do  you  suppose,  though,  they  actually  have 
done  about  their  conclusions? 


TRY  ASKING 


One  way  to  find  out  what  you  need  to  know  and  don't 
know  is  to  ask  those  who  do. 

It's  remarkable,  though,  how  many  of  us  through  mis- 
placed "'pride"  or  stubbornness  or  shyness  or  plain  stu- 
pidity hesitate  or  refuse  to  pop  questions  that  need  an- 
swering. 

How  often  while  driving  to  an  unfamiliar  destination 
have  you  and  your  wife  argued  whether  the  turn  should  be 
to  the  right  or  the  left — or  should  you  go  on  to  the  next 
light?  As  time  passes  and  temperatures  rise  it  becomes 
harder  and  harder  to  ask  someone  who  might  know. 

How  often  have  you  noticed  people  pounding  around 


in  an  unfamiliar  place  looking  for  the  rest  room?  They'd 
rather  walk  a  mile  and  try  every  door  than  ask. 

In  business,'  failing  to  ask  is  often  more  fatal.  The  man 
who  won't  ask  what  he  doesn't  know  either  has  to  fake  the 
answer  or  duck  the  question.  In  either  case  he  limits  his 
future.  After  all,  who  wants  a  man  in  a  position  of  re- 
sponsibility who  is  too  dumb  to  seek  answers  from  those 
who  know  more  about  some  matters  than  he  does? 

Of  course,  asking  a  question  reveals  that  you  dont 
know  the  answer. 

Failure  to  ask  questions  about  what  you  want  or  need 
to  know,  however,  reveals  much  more — all  bad. 


BIG   SHOTS'   MAIL 


The  other  day  during  conversation  with  the  head  of  a 
major  company,  we  got  to  talking  about  the  volume  of 
mail  addressed  to  corporate  presidents. 

"Try  as  I  may,  I  find  I  just  cant  answer  it  all.  How  do 
the  other  fellows  do  it?"  he  queried. 

From  personal  exf)erience,  I  could  tell  him  that  some 
don't.  For  a  man  heading  an  important  company  to  allow 
letters  addressed  to  him  to  go  unanswered  is  inexcusable 
in  this  day  and  age. 

How  can  it  be  done  and  leave  time  for  the  boss  to 
direct  the  affairs  of  a  company  so  it  is  profitable  to  his 
stockholders? 

First  requisite:   an  intelligent  secretary. 

She  can  direct  the  circulars,  printed  stuff  and  im- 
personal trivia  into  the  round  file.  If  it's  a  question  or 
comment  about  a  particular  product,  a  division,  service 
or  the  lack  of  it,  she  can  direct  it  to  the  appropriate  ex- 
ecutive for  answering. 

It's  important,  though,  that  the  boss  does  see  a  reason- 


able number  of  complaints  and  comments.  Not  just  compli- 
ments. 

There  are  some  very  useful  shortcuts  in  replying  to 
letters. 

Sometimes  I  get  very  long  letters  about  editorials  and 
articles  in  Forbes.  Many  of  these  are  answered  with  two 
or  three  words. 

If  the  three-,  four-,  five-  or  six-page  letter  expresses  a 
compatible  point  of  view,  the  reply,  aside  from  salutation 
and  signature,  consists  of  two  words: 

"I  agree." 

If  not,  the  reply,  in  addition  to  salutation  and  signature, 
is  three  words: 

"I  don't  agree." 

Letters  of  enthusiastic  compliments  (few)  and  letters 
of  vehement  disagreement  (many)  also  get  two-word 
replies:  "Thank  you." 

The  one  answer  to  a  letter  that  remains  inadmissible  | 
b  no  answer. 


A  ^on-Critic's  Critkiue:  FOUR  MORE  PLACES  TO  EAT 


Lafayette,  202  East  50th  Street.  Not  ridiculously  ex- 
pensive, but  extraordinarily  good.  It's  one  of  the  few 
French  restaurants  that  visiting  Frenchmen  visit  and  praise. 
It  doesn't  have  Caravelle's  bustling  see-and-be-scene,  but 
rather  the  quiet  of  people  concentrating  on  the  pleasure  of 
a  perfect  meal.  Small,  so  reserve. 

The  Coach  House,  1 10  Waverly  Place.  By  a  wide  mile 
the  best  restaurant  in  the  Greenwich  Village  area.  I'm  sure 
nary  an  inn  in  the  coaching  scenes  of  Merry  Old  England 
ever  served  any  better  black  bean  soup  or  chicken  pot  pie 
or  roast  prime  ribs  of  beef. 

Downey  Square,  500  Lexington  Avenue.  Speaking  of 
roast  beef,  this  new  restaurant  also  serves  a  good  slice. 
Though  the  restaurant  isn't  in  the  same  league  with 
The  Coach  House,  overall  that  beef  is  good  and  good 


roast  beef  just  isn't  widely  available  in  New  York  City. 

If  by  any  remote  chance  you  should  find  yourself  in  I 
Philadelphia,  so  schedule  your  schedule  that  you  have  time  I 
to  scoot  over  the  Benjamin  Franklin  Bridge  to  The  Pub  ial 
Camden,  N.J.  at  the  juncture  of  Routes  30  and  130.  This  is 
the  best  buy  in  steak  and  service  that  you'll  find  anywhere. 
I  didn't  say  the  best  steak.  I  didn't  say  the  best  service.  1 
said  the  best  buy.  For  four  bucks,  in  a  handsome-hugt 
pseudo-baronial  dining  hall,  you  get  excellent  steak,  all  th< 
salad  you  want,  a  whole  quarter  of  fresh  butter,  bake*  I 
potato,  vegetables,  assorted  relishes,  three  loaves  of  as  go«j 
a  bread  as  you  could  desire,  and  coffee — plus  a  system 
swift  service  the  like  of  which  you  rarely  experience  in 
restaurant.  It's  almost  worth  spending  twice  as  much  to  gp  | 
there  for  the  rarity  of  experiencing  the  bargain. 


goo( 

•i 


-Malcolm  S.Forbes 

Editor-in-Chie 
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The  Continental  Mark  HI. 


The  most  authoritatively  styled,  decisively  individual  motorcar  of  this  generation. 
From  the  Lincoln-Mercury  Division  of  Ford  Motor  Company. 


Member  Federal  Deposit  Insurance  Corporation  ©  Bankers  Trust  Company  | 


[lie  fight  for  Olana. 


I't  say  our  decision  on 
5  ihc  easiest  that  Bankers 
r  made. 

had  been  the  home  of 
Church,  last  of  the  Hud- 
•  school  of  painters, 
ace  is  almost  a  documen- 
»th  Centun.'  an  and  man- 
considered  one  of  the 
authentic  relics, 
ana  had  become  part  of 
and  that's  usually  bad 
relics. 

linistering  the  estate,  we 
ed  plans  to  put  a  tag  on 
ig  and  disperse  the  col- 
the  four  winds  at  auction . 
lilding  itself  seemed  to  be 
I  the  land  and  looked  as  if 
have  to  be  torn  down, 
that  we're  indifferent  to 
But  our  legal  obligation 
s  much  money  as  possible 
eirs  of  the  estate, 
i  point  we  talked  with  an 
ig  group.  They  wanted  to 
Olana  as  a  museum  and 


they  wanted  time  to  raise  the  pur- 
chase price. 

It  was  both  a  good  and  a  terrible 
idea. 

It  might  save  the  paintings  and 
objets  d'an  from  a  bad  day  on  the 
auction  block.  And  the  Moorish- 
Italian  villa  itself  was  probably 
worthless  for  anything  but  a  mu- 
seum.) 

But  on  the  other  hand  our  pri- 
man.-  duty  is  to  realize  the  value  of 
an  estate  promptly  and  not  take  a 
chance  on  fluctuations  in  the  mar- 
ket place.  Suppose  Olana  Preser- 
vation, Inc.  (as  they  came  to  be 
known)  couldn't  raise  the  money? 

What  if  the  market  value  of  the 
paintings  and  artifacts  collapsed 
while  we  were  waiting? 

Doing  something  out  of  the  or- 
dinary like  this  might  expose  us 
not  only  to  criticism  but  even 
financial  liability.  So  not  only 
Olana,  but  our  stockholders' 
money  and  our  reputation  were 
involved. 


But  the  essence  of  a  banker's 
profession  is  the  weighing  of  char- 
acter and  capability. 

We  don 't  believe  a  banker  should 
duck  a  decision  by  hiding  behind 
a  rule  book. 

In  f-his  case,  we  decided  these 
people  were  right  and  they  were. 
But  it  look  them  nineteen  months. 

By  then  the  State  Senate  and 
Assembly  had  approved,  and  Gov- 
ernor Rockefeller  had  signed,  a  bill 
authorizing  the  purchase  of  Olana 
as  a  museum  and  state  park. 

r  Stop  in  and  look  it  over,  if  you're 
ever  in  the  vicinity.  It's  near  Hud- 
son, New  York,  off  Route  9G.) 

We  like  to  think  that  more  than 
Olana  was  saved. 

In  the  future,  any  time  an  or- 
ganization says  to  an  executor 
"Give  us  a  chance  to  save  it,"  the 
executor  can  seriously  entertain 
the  proposition. 

And  we'd  like  to  think  he'll 
consider  the  story  of  Olana  a 
precedent. 


'^^mi^'^ 


kbu'U  find  an  executor  at  Bankers  Trust. 


The  new 
General  Dud  S^9Q 

Sidewinder 

A  revolutionary  breakthrough  in  tire  design... 


It's  the  world's  first  tire  with  Hi-Low 
Tread  Design. 

For  the  first  time:  Two  steering  ribs, 
three  running  ribs  combined  in  one  ad- 
vanced dual-radius  design. 

For  the  first  time:  Two  different  shoul- 
der heights— the  outside  shoulder  actu- 
ally larger  in  circumference. 

Result :  The  Dual  S-90  Sidewinder  gives 
you  remarkable  new  driving  advantages. 

A  built-in  stabilizer:  The  Sidewinder's 
higher  outside  shoulder  adds  pressure, 
adds  grip.  It  acts  like  a  stabilizer  to  press 
your  car  in.  Gives  you  stability,  instant 
thrust,  great  stopping  power.  It  keeps 
you  in  control  of  your  car.  Gives  you  the 
feel  of  the  road. 


Puncture-sealing  safety:  Ride  on  th^ 
Dual  S-90  Sidewinder  and  get  General's 
maximum  blowout  protection.  You  als<l 
get  General's  maximum  puncture  pro^ 
tection— seals  as  it  rolls.  You're  guarded 
by  four  full  plies  of  Nygen,"  Genera' 
Tire's  processed  nylon  cord— pound  fC 
pound,  stronger  than  steel  cable. 


New  Low-Profile:  A  carefully  designal 
new  low-profile  gives  long  mileage  ar^ 
a  soft, cushioned  ride— comfort  and  lort 
life,  mile  after  mile  after  mile. 

The  advanced  General  Dual  S-S 
Sidewinder.  ..you  can  see  it  today  . 
your  General  Tire  Specialist. 

You  may  never  spend  more  for  a  ti. 
...but  can  you  afford  to  spend  less? 


MILES  AHEAD  WITH  GENERAL  Tl^ 
f/on  •  O^ntuni cations  •  Chemistry  'Space 


Forbes 


Curtis  Publishing:  The  Last  Act 


HE  GREATEST  Corporate  disaster  in 
lerican  history."  Thus,  bluntly,  does 
director  of  Curtis  Publishing  Co. 
;cribe  the  sad  state  last  month  of 
at  was  once  the  greatest  magazine- 
blishing  empire  in  the  world.  In  the 
^enties,  when  Time  and  Reader's 
gest  were  babies  and  there  was  no 
'e.  no  TV  Guide,  the  two  Curtis  flag- 
ps.  Saturday  Evening  Post  and  The 
dies  Home  Journal,  between  them 
Tied  almost  40%  of  all  the  advertis- 
!  dollars  spent  in  U.S.  magazines. 
Today,  in  the  midst  of  the  greatest 
3m  on  record.  Curtis  is,  for  prac- 
)1  purposes,  almost  bankrupt.  It 
deeply  in  the  red.  The  huge  tax-loss 
ryforwards.  perhaps  Curtis'  biggest 
naining  asset,  are  beginning  to  run 
t  unused.  The  banks  to  whom  Cur- 
owes  over  $9  million  agreed  to  ex- 
id  the  notes  due  Mar.  31  only  in 
;hange  for  a  complete  change  of 
nagement — and  even  then  only  on 
idition  that  the  new  management 
me  up  fast  with  a  practical  plan  for 
vaging  Curcis'  assets. 
Out  at  month's  end  went  John  Mc- 


Lean Clifford.  Curtis'  second  chief 
executive  in  five  years.  In  went  Martin 
S.  Ackerman,  Curtis'  brand-new  chief 
executive  officer.  Warned  Ackerman: 
"I'm  not  saying  I  can  go  in  and  turn 
Curtis  around."  He  apparently  plans 
to  break  Curtis  up,  sell  part  of  the 
company.  "Everybody  may  not  like 
what  I  come  up  with,"  he  said,  "but 
that's  what  I'm  going  to  do." 

Curtis  still  has  assets.  In  addition 
to  the  Post  and  LHJ,  it  publishes 
Holiday,  American  Home,  Jack  &  Jill. 
owns  a  circulation  company,  paper 
mills  and  a  huge  printing  plant.  (One 
asset,  the  famed  Curtis  headquarters 
building  in  Philadelphia's  Independ- 
ence Square,  was  officially  sold  the  day 
after  Ackerman  took  over.)  But  the 
advertising  revenues  upon  which  the 
whole  structure  depends  have  declined 
steadily.  First,  Henry  Luce's  aggres- 
sive Time  Inc.  cut  heavily  into  Curtis' 
share  of  market.  Then  came  TV  to 
strike  a  body  blow. 

Curtis'  assets  probably  are  worth 
more  than  book  value.  But  Ackerman 
is  blunt  about  prospects  for  the  com- 


panies' securityholders.  The  net  book 
value  of  corporate  assets,  currently 
around  $17  million,  falls  well  short 
of  covering  preferred  stock  and  ar- 
rearages; the  common  stock  is  under 
water  so  far  as  tangible  assets  are 
concerned.  "The  common  stock," 
claimed  Ackerman,  "isn't  worth  the 
$10  a  share  it  is  selling  at."  He  added: 
"That's  another  criticism  of  Curtis' 
management:  They  haven't  come  out 
and  been  truthful."  As  long  as  25 
years  ago,  the  signs  of  trouble  were 
there.  The  sad  thing  is  that  smug, 
complacent  and  ineffectual  Curtis 
managements  did  nothing  until  the 
publishing  company  plunged  into  the 
red.  Then  they  panicked  and  did  the 
wrong  things.  They  brought  in  a  series 
of  highly  touted  corporate  doctors: 
Matthew  Culligan,  a  fast-talking,  ex- 
space-salesman  with  an  eye  patch; 
Marvin  Cantor,  a  former  Wall  Street 
securities  salesman;  and  John  Clifford, 
former  NBC  executive  vice  president; 
none  of  whom  had  any  real  experi- 
ence in  publishing.  They  also  brought 
in  Clay  Blair  Jr.,  an  ex-Time  reporter, 


But  The  Spirit  Was  Gone.  Cyrus  H.K.  Curtis  (below,  left),  a  onetime  news- 
boy from  Portland,  Me.,  built  the  greatest  magazine-publishing  empire  the 
world  had  ever  seen.  Under  his  editor  and  son-in-law,  Dutch-born  Edward 
Bok  (below,  center),  Curtis'  Ladies  Home  Journal  taught  American  women 
how  to  liv^  better,  shocked  them  with  articles  about  sex  and  in  general  gave 
a  provincial  America  a  "window  on  the  world";  The  LHJ  became  the  first 
magazine  in  the  U.S.  to  attain  circulation  of  J  million.  Applying  similar 
principles  to  men's  magazines,  Curtis  bought  the  old  Saturday  Evening  Post, 
installed  the  famous  George  Horace  Lorimer  (below,  right)  as  editor;  by 
1920  the  SEP  was  garnering  30%  of  all  magazine  advertising  revenues  in 
America.  But  the  successors  of  Curtis,  Bok  and  Lorimer  mechanically  car- 
ried on  in  what  they  thought  were  the  traditions  of  their  predecessor,  but 
without  the  spirit.  That's  a  classic  recipe  for  bad  management,  and  bad  man- 
agement can  kill  the  strongest  company.  Curtis'  new  boss,  Martin  Acker- 
man  (left),  says  frankly  he  has  no  intentions  of  "turning  Curtis  around." 
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as  editor.  Blair  attempted  to  jack  up 
the  Post's  circulation  with  sensational 
articles.  The  situation  went  from  bad 
to  worse,  as  Curtis  sold  off  assets  to 
keep  operating. 

Unlike  his  recent  predecessors,  Ack- 
crman,  the  new  boss  succeeding  Clif- 
ford, is  making  no  big  promises.  He 
is  a  bright,  36-year-old  securities 
lawyer  from  Rochester,  N.Y.  who  put 
together  and  now  controls  Perfect 
Film  &  Chemical,  a  $58-million-a-year 
processor  of  film  for  amateurs  and  pro- 
fessionals, mail-order  distributor  of 
drugs,  health-aids,  and  wholesaler  of 
consumer  products. 

Ackerman  put  Perfect  together 
around  the  corporate  shell  of  old 
United  Whclan.  "1  got  my  idea  for 
taking  over  Whelan,"  he  told  Reporter 
Walter  Rogers,  "from  an  article  in 
Forbes  entitled  'Dog  Bites  Dog.' " 
(The  article  told  what  sad  shape 
United  Whelan  was  in,  Forbes,  Dec. 
I,  1964.) 

Buying  Disaster.  In  order  to  per- 
suade the  banks  to  extend  Curtis' 
loans,  Ackerman  had  to  lend  Curtis 
$5  million.  Said  Milton  S.  Gould,  New 
York  lawyer  and  Curtis  director:  "No 
one  but  a  nut  would  pay  $5  million 
to  become  captain  of  a  Titanic!" 
Ackerman,  of  course,  doesn't  consider 
himself  a  nut,  and  he  thinks  Curtis 
is  salvageable. 

"The  basic  problem  at  Curtis,"  said 
Ackerman,  "is  that  they  picture  them- 
selves basically  as  a  manufacturing 
company:  in  the  paper  business,  the 
circulation  business  and  the  subscrip- 
tion business. 

"Publishing,"  he  continued,  "is  not 
their  main  function,  as  they  view  it, 
but  only  a  subfunction  of  papermak- 
ing,  printing  and  circulation.  Now  let's 
take  an  example  of  the  problems  that 
gets  you  into.  Let's  assume  the  pub- 
lisher of  The  Ladies  Home  Journal 
were  to  come  to  its  management  and 
say,  'We  think  we  should  use  paper  of 
another  weight  in  the  size  of  Good 
Housekeeping,  because  costs  and  ex- 
penses are  going  up,  including  the  cost 
of  mailing.'  If  the  Journal  were  being 
printed  at,  say,  [Chicago  printer  R.R.] 
Donnelly,  that  would  present  no  prob- 
lem. If  Donnelly  couldn't  meet  his  de- 
mands, the  publisher  simply  would 
switch  to  another  printing  company. 
Under  the  Curtis  setup,  the  Journal 
is  stuck.  If  the  Curtis  paper  plant 
doesn't  make  the  type  of  paper  the 
publisher  wants,  if  the  Curtis  printing 
plant  can't  print  the  size  of  magazine 
wanted,  the  Journal  has  no  choice." 

Ackerman  indicated  that  he  be- 
lieves Curtis  will  have  to  split  into 
"two  or  three  parts."  He  said:  "You 
know  how  Jimmy  Ling  has  done  this 
at  Ling  Temco.  Wilson  Sporting  Goods 
is  the  best  example.  He  divided  Wilson 
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Memories.  To  generations  of 
Americans,  covers  of  the  Satur- 
day Evening  Post  loom  large  in 
memory.  Even  further  back,  the 
Journal  had  become  the  bible  of 
middle  -  class    American    ladies. 


into  two  parts — one  in  the  sportinj 
goods  and  one  in  the  pharmaceuticals 
They  have  nothing  to  do  with  eacj- 
other;  they  should  never  have  beer 
together.  What  you  could  do  with  Cur 
tis — and  here  I'm  being  theoretical— 
is  say:  'Look,  we  have  some  worxler 
ful  publishing  properties  and  maybe 
these  publishing  companies  should 
£»ff  on  one  side.'  Maybe  Curtis  shouU 
be  a  printing  company,  one  of  whoss 
clients  might  be  the  publishing  com 
pany — if  Curtis  could  do  a  job  foi 
it." 

Ackerman  suggested  that  once  Curi 
tis  was  broken  into  two  or  three  parts 
each  of  them  might  be  merged  will 
someone  else  on  a  stock  deal.  Perhap 
the  publishing  company  might  b 
merged  with  his  own  company.  Per 
feet  Film  &  Chemical.  "We  are  mov 
ing  into  publishing  and  education, 
added  Ackerman.  "The  publishing  em 
of  Curtis  would  fit  in  nicely  with  whan' 
we're  doing  here."  By  the  same  token 
Ackerman  indicated,  "the  printing  en« 
of  Curtis  might  fit  in  with  another 
printing  company  and  the  papermak 
ing  end  with  another." 

"I'm  a  Stimulator."  He  added 
"We  may  say  to  them:  'Look,  ho\ 
would  you  like  to  be  further  in  th 
printing  or  papermaking  business. 
We're  not  going  to  sell  these  to  yoi 
We're  going  to  take  a  piece  of  you 
company  for  them.' 

"I  think  Curtis  basically  has  som 
great  assets,  that  is,  great  if  properl 
used.  Let's  take  an  asset  like  Th 
Ladies  Home  Journal.  It's  not  a  grea 
asset  as  Curtis  runs  it,  but  it's  poter 
tially  a  great  asset.  This  is  what  I'r 
talking  about — the  utilization  of  asseli 
which  can  be  developed  by  other  pec 
pie — which  have  the  potential  but  hav 
not  realized  the  potential." 

Not  the  least  of  the  assets,  Ackei 
man  pointed  out,  is  Curtis'  tax  lo; 
carryforwards.  "They're  very  vali 
able,"  he  said,  adding:  "Of  coursi 
carryforwards  are  very  tricky  and  yo 
have  to  be  careful  about  the  utiliz; 
tion  of  them.  Whether  they  can  i 
used  or  how  they  can  be  used,  it 
really  too  early  to  say.  Carryforwarc 
are  very  much  tied  into  the  way  i 
which  Curtis  keeps  its  books." 

Ackerman  does  not  think  he  ca 
edit  the  Curtis  magazines,  but  he  say; 
"Let  me  tell  you  how  I  work:  I'm 
stimulator — an  idea  man  in  terms  ( 
finding  people  to  do  things.  I  do  tit 
envision  myself  running  the  mag: 
zines,  but  I  do  say  that  I  think  I  wi 
give  the  people  who  run  the  mag; 
zines  some  ideas  in  terms  of  approac 
and  where  to  go." 

Given  its  present  sad  state.  Curl 
will  need  all  the  stimulation  Ackermi 
can  give  it  just  to  avoid  comple 
dismemberment.   ■ 


Ticket,  Ticket,  Wtio's  Got  the  Tickets? 

The  quota  or  "ticket"  system,  one  of  the  two  major  props  of 
the  domestic  oil  industry,  is  under  strong  attack  these  days. 


here's  a  television  commercial  that 
lows  a  Mideast  sheik  playing  golf  in 
e  desen.  He  swings  his  club.  Missec 
[irough    the   explosion    of   sand,   oil 
arts  gushing  into  the  skies. 

Like  all  television  commercials,  this 
le  exaggerates  slightly,  of  course.  Yet 
e  fact  remains  that  oil  is  easier  to 
id  in  the  Mideast  than  in  the  U.S. 
id  that  it's  less  expensive  to  get  from 
e  ground.  If  permitted  to  flow  into 
is  country  freely,  Mideast  oil  prob- 
)ly  would  drive  domestic  oil  off  the 
arket.  To  protect  the  U.S.  producers, 
le  Federal  Government  since  1959 
IS  restricted  oil  imports.  The  re- 
lit: Crude  oil  is  about  SI. 25  a  barrel 
leaper  on  the  world  market  than  it 

in  the  U.S. 

The  quota  system  is  now  under  at- 
ck,  and  not  merely  from  those  who 
jlieve  it  has  made  gasoline  more  ex- 
:nsive  than  it  should  be.  Leading  the 
:tack  are  ten  of  the  largest  chemical 
jmpanies  in  the  nation:  du  Pont, 
nion  Carbide.  Monsanto.  National 
istillers,  Celanese.  Olin  Mathieson, 
exas  Eastman.  Publicker  Industries, 
kjw  and  Hercules.  They  want  the  re- 
trictions  changed  to  permit  imports 
f  cheap  foreign  petrochemical  feed- 
ocks.  Cheering  them  on  are  the  mar- 
eters  of  heating  oil  and  some  utilities 
1  the  Northeast.  They  want  restric- 
ons  abolished  on  imports  of  fuel  oil. 

Politically.  Texas  oil  interests  are 
owerful:  solidly  behind  them  are  the 
ntire  Congressional  delegations  from 
exas  and  Louisiana.  But  they  also 
ave  their  enemies  and  their  critics, 
'ho  regard  both  the  quota  system  and 
le  depletion  allowance  as  subsidies  to 
n  already  rich  industry. 

The  attack  has  powerful  support  in 
le  Senate.  Democratic  Senator  Wil- 
ain  Proxmire  of  Wisconsin,  chair- 
lan  of  the  Joint  Committee  on  the 
xonomy.  has  taken  up  the  cause 
f  the  chemical  companies.  He  calls 
he  quota  system  "a  house  of  cards 
List  waiting  to  be  brought  down  by  the 
ireath  of  scandal."  The  Kennedy 
irothers,  Bobby  and  Teddy,  are  fight- 
ng  in  behalf  of  the  marketers  of  heat- 
ng  oil.  The  Senate  Antitrust  Subcom- 
nittee  plans  hearings  on  oil  imports 
ind  the  price  of  gasoline  this  summer. 
How  It  Works.  Under  the  import 
luota  system,  the  import  quota  for  the 
egion  east  of  the  Rocky  Mountains  is 

2.2%  of  domestic  production.  West 
)f  the  Rockies,  the  quota  is  flexible.  In 
he  West,  domestic  supply  does  not 
Tieet  demand,  so  the  West  is  permitted 
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to  import  as  much  oil  as  necessary  to 
make  up  the  diff^erence. 

There  are  special  quotas  for  Mex- 
and  Canadian  crude.  And  there 


:an 


are  special  quotas,  also,  for  companies 
that   set   up   petrochemical   plants   in 
Puerto  Rico  and  the  Virgin  Islands. 
The  quotas  are  allocated  as  a  per- 


Under  Pressure.  Ax  oil  tank- 
ers (below)  grow  ever  larger, 
they  also  put  more  pressure 
on  Interior  Department's  J. 
Cor  Jell  Moore  (above)  to 
find  new  arguments  to  de- 
fend    the     import     quotas. 


centage  of  1)  the  amount  of  oil  a 
company  was  importing  before  the  re- 
strictions or  2)  its  refinery  inputs  in 
the  U.S.  Special  consideration  is  given 
to  small  refiners. 

Even  if  a  refiner  is  located  in  a 
place  where  it  would  be  uneconomic 
to  haul  oil  from  a  port,  he  still  gets 
an  import  allocation. 

These  are  known  as  "tickets,"  and 
the  refiners,  in  effect,  sell  them  to 
larger  companies  who  can  use  for- 
eign crude.  The  tickets  are  worth 
about  $1.25  a  barrel,  the  difference 
between  the  price  of  foreign  crude  and 
the  U.S.  price.  The  way  this  is  done  is 
that  the  ticketholder  buys  crude  from 
the  ticketbuyer  for  about  $1.75  a  bar- 
rel rather  than  for  $3. 

This  amounts  to  a  kind  of  subsidy 
to  these  inland  refiners.  The  reason  for 
this  system  is  explained  by  J.  Cordell 
Moore,  Assistant  Secretary  for  Miner- 
al Resources  of  the  Department  of  the 
Interior:  "These  inland  refineries  are 
uneconomic,"  he  admits.  "A  pure 
economist  would  say,  'Let  'em  close.' 
But  most  of  our  major  refineries  are 
concentrated  in  Baton  Rouge,  Houston 
and  New  Jersey.  What  if  nuclear 
bombs  hit  them?" 

This  argument  is  important  because 
the  Federal  Government  has  never 
admitted  that  the  quota  system  was 
developed  to  protect  the  domestic 
producers:  By  doing  so,  it  would  be 
admitting  that  it  was  violating  interna- 
tional trade  agreements.  Instead,  the 
Government  has  said  the  program  is 
necessary  for  national  defense.  In  an- 
nouncing the  program.  President 
Eisenhower  declared  that  it  was  needed 
to  "insure  a  stable,  healthy  industry  in 
the  U.S.  capable  of  exploring  for  and 
developing  new  hemispheric  reserves 
to  replace  those  being  depleted." 

Even  with  the  quota  system  and 
with  the  depletion  allowance  to  lend 
incentive  to  the  search  for  oil  in  the 
U.S.,  domestic  reserves  are  barely 
holding  even.  In  1960,  the  year  af- 
ter the  program  began,  U.S.  reserves 
of  crude  oil  totaled  31.6  billion  bar- 
rels; in  1966,  31.45  billion.  The  de- 
mand for  oil  products  in  the  U.S.  is 
running  ahead  of  the  growth  of  new 
reserves,  partly  as  a  result  of  state 
regulation  (see  box,  p.  26). 

Why  the  Compaints?  The  marketers 
of  heating  oil  say  they  want  the  sys- 
tem changed  because  it  doesn't  provide 
any  allocations  for  them  at  all.  Since 
1966,  the  chemical  companies  have 
been  getting  allocations,  but  under  a 
trading  system  which  they  dislike. 
They  have  to  trade  their  imports  to 
integrated  companies  for  the  feed- 
stocks they  need  like  ethane,  propane 
and  naphtha. 

Although  the  chemical  companies 
do    get   the    advantage   of   the    lower 


25 


world  price,  the  trading  system  lim- 
its them  in  their  choice  of  suppliers 
of  feedstocks.  Vice  President  Hermann 
K.  Intemann  of  Union  Carbide  says 
they  see  potential  dangers  in  being 
forced  to  rely  on  the  large  integrated 
oil  companies  because  nearly  all  these 
companies  are  doing  a  growing  petro- 
chemical business  themselves. 

A   complete    abandonment    of    the 


quota  system  would  deal  a  severe  blow 
to  much  of  the  domestic  oil  industry. 
Not  surprisingly,  those  with  a  stake  in 
domestic  oil  production  are  going  to 
fight  hard  to  protect  the  quota  system. 
It  is  even  possible  that  the  oil  industry 
will  try  to  persuade  the  chemical  com- 
panies and  the  fuel  oil  people  to  settle 
for  a  better  deal  on  import  "tickets." 
For  example,  in  granting  Sun  Oil  an 


import  quota  from  Puerto  Rico  last 
month,  the  Interior  Department  speci- 
fied that  half  the  heating  oil  go  to 
independent  marketers.  But  even  if 
this  happens,  the  oil  industry  can  ex- 
pect further  attacks  on  a  system, 
which,  while  it  guarantees  the  health 
of  a  vital  U.S.  industry,  also  increases 
the  cost  of  all  kinds  of  petroleum 
products  in  the  U.S.  ■ 


THERE'S  NOBODY  HERE  BUT  US  CONSERVATIONISTS- 


Since  no  state  has  more  to  lose 
than  Texas  from  any  loosening  of 
the  restrictions  on  oil  imports,  no 
state  is  more  vociferous  in  support- 
ing quotas.  Heading  the  Texas  op- 
position is  the  Texas  Railroad  Com- 
mission, the  regulator  of  the  state's 
oil  industry  and  the  state's  most 
powerful  governmental  agency.  In- 
deed, in  terms  of  assets  controlled 
— $3.2  billion  at  last  count — the 
Texas  Railroad  Commission  is 
one  of  the  world's  most  powerful 
regulatory  agencies. 

As  chairman  of  the  three-man 
commission,  53-year-old  Jim  C. 
Langdon,  a  former  judge,  has  vast 
economic  power  and  as  much  pres- 
tige as  Governor  John  Connally. 
His  power  is  more  than  just  state- 
wide. Indirectly,  the  commission's 
decisions  effect  both  the  domestic 
and  international  price  of  oil. 

The  commission  began  hammer- 
ing out  the  basis  for  its  power  over 
Texas  oil  in  the  Thirties,  when  the 
East  Texas  oil  field  was  discovered 
and  thousands  of  prospectors  start- 
ed sinking  wells  there.  They  cre- 
ated a  dangerous  overabundance  of 
crude  and  the  price  slipped  to  less 
than  $1  a  barrel.  Governor  Ross 
Sterling  finally  sent  in  the  National 
Guard  to  shut  down  the  field.  With 
it,  he  sent  a  young  lawyer  and  form- 
er war  hero,  Colonel  Ernest  O. 
Thompson,  the  newest  member  of 
the  Railroad  Commission.  Thomp- 
son straightened  out  the  situation. 
Largely  through  his  efforts,  the 
commission  is  now  able  to  tell  oil- 
men in  Texas  where  they  can  drill 
and  how  much  they  can  produce. 

According  to  Chairman  Langdon, 
"the  purpose  of  the  regulation  is  the 
conservation  of  natural  resources 
and  particularly  oil  and  gas,  and  to 
prevent  physical  waste  of  oil  and 
gas."  He  insists:  "The  commission 
has  absolutely  no  function  with  re- 
spect to  the  price  of  oil.  This  is 
more  or  less  a  misconception  on  the 
part  of  our  critics  in  nonoii  states." 

But  Langdon  well  knows  that  he 
is  maintaining  a  polite  fiction.  Ac- 
tually, the  commission's  rulings  do 


Oil   Regulator  Langdon 

have  the  effect  of  putting  a  floor 
under  prices.  By  restricting  the 
amount  of  crude  that  Texas  oilmen 
can  take  from  the  ground,  it  pre- 
vents the  kind  of  oversupply  that 
sent  prices  crashing  in  the  Thirties. 
In  combination  with  the  quota  sys- 
tem, this  regulation  of  production, 
in  effect,  sets — and  maintains — the 
price  of  crude  oil  in  the  U.S. 

Some  critics  of  the  commission, 
like  Professor  Wallace  Lovejoy  of 
Southern  Methodist  University, 
moreover,  believe  the  commission's 
system  of  regulation  has  the  ef- 
fect of  increasing  costs. 

Simply  stated,  the  system  known 
as  market  demand  proration  prac- 
tically insures  that  everybody  who 
drills  a  well  and  strikes  oil  will  get 
a  share  of  the  market.  The  com- 
mission decides  at  its  monthly 
meeting  how  much  oil  the  state 
should  produce  in  the  next  30  days, 
basing  its  decision  on  estimates  by 
refiners  on  how  much  oil  they  will 
use  and  forecasts  by  the  U.S.  Bu- 
reau of  Mines.  It  then  allots  part 
of  the  allowed  production  to  each 
of  the  state's  200,000  wells,  accord- 
ing to  a  complicated  formula.  The 
major  companies,  which  control  the 


pipelines  and  the  refineries,  are  pre- 
vented from  buying  only  from  their 
own  wells.  To  encourage  discovery, 
the  commission  permits  newly  de- 
veloped wells  to  produce  at  higher 
levels  for  a  limited  period. 

In  the  past,  the  system  encour- 
aged oilmen  to  drill  many  wells 
where  one  would  suflSce.  The  in- 
dustry today  is  vastly  overbuilt,  and, 
for  that  reason,  men  like  Lovejoy 
argue,  its  costs  are  higher  than  they 
should  be.  The  cost  of  running 
many  rigs  at  a  restricted  rate  is 
greater  than  the  cost  of  running  one 
rig  for  a  prolonged  time,  he  points 
out.  Along  with  many  others,  Love- 
joy urges  that  Texas  adopt  a  com- 
pulsory unitization  law  that  would 
force  owners  of  oil  land  to  combine 
and  drill  a  few  efficient  wells  that 
would  tap  a  single  field.  Unitization 
has  been  an  issue  for  at  least  a 
decade,  but  the  Railroad  Commis- 
sion has  been  hesitant  to  adopt 
measures  encouraging  it. 

The  reason  is  simple:  Far  more 
than  most  regulatory  bodies,  the 
commission  is  entwined  with  poli- 
tics. Normally,  the  commissioners 
are  appointed  by  the  governor  to 
fill  an  unexpired  term.  However, 
they  must  stand  for  re-election 
every  six  years.  And  since  the  in- 
dependent oilman  with  a  vested  in- 
terest in  the  present  system  is  the 
most  powerful  political  force  in 
Texas,  the  commissioners  are  not 
about  to  offend  him.  Like  many  an- 
other regulatory  body,  this  one  has 
ended  up  as  a  kind  of  guardian  of 
the  industry  it  was  to  regulate. 

The  Railroad  Commission  not 
only  opposes  any  loosening  of  the 
restrictions  on  oil  imports,  it  believes 
they  are  too  loose  already.  The 
import  program,  says  Langdon,  "no 
longer  serves  the  national  interest 
or  national  security.  This  oil  is  mov- 
ing in  under  every  doggone  type  of 
guise  as  an  exception  to  the  pro- 
gram. Foreign  oil  is  supposed  to 
supplement  the  ability  of  this  coun- 
try to  produce  its  own  requirement 
of  oil.  In  effect,  it  has  actually  been 
replacing  it." 
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They  Call  It  "Geneen  U. 


// 


Graduates  of  Harold  Geneen's  ITT  hold  top  jobs  through- 
out U.S.  industry.  Should  Geneen  be  blamed  for  the 
turnover?  Or  praised  for  creating  so  many  top  executives? 


VEN  THOSE  who  hate  the  man  admit 
;'s  a  genius.  He  gives  his  executives 
I  the  opportunity  they  could  ask  to 
"ove  themselves,  along  with  salaries 
id  bonuses  they  never  dreamed  of 
laking;  and  still  many  of  them  quit. 

The  man  is  Harold  Geneen.  possibly 
e  greatest  corporation  executive  of 
s  day.  the  man  who  built  Internation- 

Telephone  &  Telegraph  from  a  com- 
iny  with  sales  of  $700  million  in 
)59  to  $2.7  billion  last  year,  all  the 
hile  increasing  earnings  every  quar- 
r  for  34  consecutive  quarters,  a 
cord  unmatched  by  any  major  com- 
iny  in  the  U.S.  He  isn't  through  yet. 
T's  sales  are  certain  to  reach  $3.2 
llion  this  year  and  the  way  he's  go- 
g,  they  probably  will  reach  $7  bil- 
)n  by  1975  when  he  reaches  retire- 
ent  age.  The  chances  are  that  he'll 
tire  a  most  unhappy  man.  unhappy 
at  he  didn't  have  time  in  his  few, 
ough  crowded,  years  at  ITT  to  make 
em  reach  $100  billion. 
Geneen  looks  very  much  like  the 
irried  businessman  who  lives  next 
>or,  of  medium  height — perhaps  5 
et   10  inches — getting  a  trifle  flabby 

spite  of  an  almost  fanatical  daily 
motion  to  the  Royal  Canadian  Air 
)rce  exercises,  his  shoulders  a  bit 
)oped  from  bending  over  a  desk, 
id  yet  he's  a  most  uncommon  man. 


What  makes  him  uncommon  is  not 
merely  that  he's  such  a  complex  per- 
sonality or  that  he  has  created  a  great 
conglomerate.  Complex  personalities 
are  everywhere  in  the  complex  cor- 
porate world  of  today  and  others  have 
created  great  conglomerates,  too.  But 
in  a  time  when  huge  prosperity  has 
created  opportunities  for  entrepre- 
neurs to  flourish,  for  ambitious  men 
to  achieve,  probably  no  other  man  has 
achieved  as  much  as  Geneen.  So  con- 
tagious is  his  energy  and  enthusiasm 
that  in  a  few  short  years  he  has  sent 
forth  into  the  corporate  world  literally 
dozens  of  men  who  today  either  head 
companies  of  their  own  or  hold  high 
positions  in  other  great  corporations. 

Besides  the  men  shown  in  the  illus- 
trations on  pages  28  and  29,  ex-ITT 
men  are  presidents  of  perhaps  half  a 
dozen  other  major  companies  or  their 
subsidiaries.  In  addition,  ex-ITT  men 
hold  executive  vice  presidencies  at 
Celanese,  Colt  Industries  and  Elec- 
tronic Associates.  Others  hold  im- 
portant vice  presidencies  in  scores  of 
companies,  including  Singer,  General 
Dynamics  and  General  Electric.  The 
controller  of  Litton  Industries  comes 
from  ITT. 

Many  of  his  alumni  are  off  to  a  fast 
start.  In  his  1 1  months  as  president, 
Glenn  Bailey,  a  former  general  man- 


"He  Wants  My  Job."  Here  Chairman  and  President  Harold  S.  Geneen,  58, 
presides  over  ITT's  annual  meeting.  But  for  a  fluke,  the  scene  might  have 
been  Detroit  and  the  company  Chrysler.  According  to  Everett  Smith,  a  di- 
rector of  McKinsey  &  Co.,  Chrysler  was  looking  for  a  new  controller  in  the 
Fifties.  "They  were  very  much  interested  in  Geneen  [who  was  then  con- 
troller of  Pittsburgh's  Jones  &  Laughlin  Steel  Corp.]."  Smith  says,  "but 
after  a  meeting  with  Geneen  "Tex"  [Chrysler's  then  president,  Lester  Lum], 
Colbert  backed  away.  Tex  said  to  me,  'You  know  this  fellow  is  really  ag- 
gressive.' I  said,  'He  sure  is.'  And  then  Tex  said,  'You  know,  I  think  he 
wants  my  job.'  I  answered:  'I'm  sure  he  does.'  "  Had  Geneen  gotten  the  job. 
Smith  thinks  he  would  have  succeeded  Colbert.  The  ultimate  successor, 
Lynn  Townsend  (see  p.  62),  like  Geneen  a  CPA,  hadn't  yet  even 
joined  Chrysler.  Geneen's  version  is  that  he  wasn't  interested  in  the  job. 


ager  at  ITT,  has  raised  Keene  Corp.'s 
annual  sales  level  from  under  $2  mil- 
lion to  $53  million.  Chairman  of 
Esterline  only  since  October,  Gerhard 
Andlinger,  a  former  vice  president  at 
ITT,  has  doubled  sales  to  $35  million. 
At  P.  Ballantine,  another  former  ITT 
vice  president,  Richard  Griebel  re- 
ports that  1967,  his  first  year  as  presi- 
dent, also  was  the  first  year  in  seven 
that  sales  did  not  fall;  he  already  has 
cut  losses  by  40%  and  sees  a  good 
chance  of  getting  into  the  black  by 
the  end  of  this  year.  At  Crucible 
Steel,  former  ITT  executive  vice  presi- 
dent John  Lobb,  by  cleaning  out  un- 
profitable operations,  increased  earn- 
ings in  the  first  quarter  by  24%  on  a 
decrease  in  sales  of  2%.  At  Kearney- 
National,  a  former  ITT  subsidiary 
president,  Martin  H.  Dubilier,  who  be- 
came K-N  president  in  January,  is  con- 
fident of  more  than  tripling  sales  in 
two  years  to  over  $150  million.  Dr. 
William  Duke,  president  of  Whittaker 
Corp.  since  October  1964,  lifted  his 
company's  sales  from  $45  million  to 
$225  million. 

Dissenting  Opinions 

Geneen  has  detractors.  They  say  he 
develops  so  many  top  executives  for 
other  corporations  only  because  he 
can't  hold  them  himself:  He  either  fires 
them  or  drives  them  so  hard  they  final- 
ly decide  that  no  amount  of  money  is 
worth  it.  So  Geneen's  detractors  say. 
There  is  some  truth  in  both  these 
charges.  Many  executives  with  whom 
Forbes  talked  agreed  he  sent  his  staff 
in  to  put  pressure  on  John  Lobb  be- 
cause he  became  too  strong  and  was 
being  mentioned  as  a  potential  ITT 
president.  He  fired  William  Duke  when 
Duke  could  not  solve  ITT's  long- 
range  problems  in  defense  fast  enough 
to  suit  Geneen. 

The  charge  about  Lobb  may  be 
questionable,  but  there's  no  question 
that  Geneen  is  hard  to  work  for.  "I 
left  because  of  hellish  pressure  I  could 
not  endure,"  says  John  T.  Naylor,  for- 
mer head  of  ITT's  South  American 
operations  and  now  president  of  Telec- 
tronic  Systems,  a  Philippine  telegraph 
and  telephone  company.  "I  did  not 
want  a  premature  heart  attack."  Wil- 
liam Marx,  former  No.  Two  man  at 
ITT  and  now  executive  vice  president 
of  Celanese,  says  he  left  Geneen  be- 
cause   "the    pace,    the    pressure    was 


frenetic.  I  couldn't  see  ITT  as  the  sole 
purpose  in  life.  The  environment  was 
a  painstaking  one  in  which  you  have  to 
give  your  all.  In  my  case,  it  was  a 
problem  of  never  getting  home,  of 
never  seeing  my  family.  I  don't  think 
men  work  for  bread  alone." 

"I  can  work  as  hard  as  he  can,  but 
I  have  a  family  and  Hal  has  none,"* 
says  Ballantine's  Dick  Griebel.  "He 
goes  too  far — drives  people  to  the 
wall.  Then,  suddenly,  no  matter  how 
much  he  pays  them,  the  money  be- 
comes unimportant."  That  is  true  of 
outsiders  as  well  as  insiders.  The  con- 
sulting firm  of  McKinsey  &  Co.  now 
refuses  to  work  for  him. 

"The  thing  about  Geneen  is  that  he 
doesn't  know  there  is  a  clock,"  says 
Robert  S.  Alexander,  now  vice  presi- 
dent of  Zenith.  "He  will  start  a  meet- 
ing at  5  and  maybe  realize  at  8:30 
that  it's  still  running  and  maybe  he 
ought  to  send  out  for  some  sand- 
wiches and  maybe  break  up  at  mid- 
night. There  aren't  many  people  1 
know  who  do  that." 

Alexander  enjoyed  working  for 
Geneen,  and  part  of  him  obviously 
wanted  to  remain  in  the  excitement 
of  ITT.  "The  reason  I  left  was  his 
schedule — the  all-day  and  all-night 
meeting,"  he  says.  "My  wife  and  I 
had  to  give  up  all  our  friends,  all  we 
could   possibly   have   were   ITT  asso- 

'Geneen's  first  marriage  ended  In  divorce  in  1946; 
he  remarried,  but  has  no  children  by  either  marriage. 


ciations.  He'd  call  you  for  a  one-day 
meeting  in  Brussels  tomorrow.  I  ended 
up  with  a  house  in  Chicago,  a  house  in 
California,  an  apartment  in  New  York 
— and  I  didn't  live  in  any  of  them. 
He's  still  my  friend  and  I  admire  him 
greatly.  But  I  told  him,  'If  you  wani 
to  know  the  life  I  don't  want  to  lead. 
all  you  have  to  do  is  look  at  your  own.' 
He  said,  'Well,  you  couldn't  have  put 
it  any  clearer.'  " 

The  fact  remains  that  this  pressure 
he  puts  on  men  is  not  the  reason  for 
his  success:  Geneen  is  successful  be- 
cause he  knows  how  to  get  more  out 
of  people  than  most  other  bosses  do. 
Says  Gerry  Andlinger:  "He  sets  almost 
unattainable  standards  that  either 
stretch  a  person  or  break  him.  It 
stretched  me." 

"He  forces  people  to  think  who  have 
never  thought  in  their  lives,"  says  Dick 
Griebel.  "Part  of  it  is  for  survival." 

"Geneen  made  me  believe  that  there 
is  no  such  thing  as  impossible,"  says 
Lobb,  who  reports  that  earnings  of  all 
22  ITT  acquisitions  in  his  area  were  at 
least  doubled  within  two  years. 

Andlinger  again:  "He  taught  me 
never  to  give  up.  If  Mr.  Geneen  says 
you  should  aim  for  $1  million  and  you 
know  only  half  a  million  dollars  is  pos- 
sible, you  shoot  for  $2  million.  You 
come  back  from  Brazil  without  a  con- 
tract and  he'll  say,  'Did  you  see  the 
President?'  You  think,  'What  me?  Me 
see  the  President  and  be  thought  a 
brash  young  man?'  But  you  go  back 
and  you  see  the  President  and  you  get 
the  contract." 

Gambling  on  People 

One  of  the  reasons  for  Geneen's 
success  both  in  running  ITT  and  in 
creating  executives  for  other  corpora- 
tions is  the  fact  that  he's  willing  to 
gamble  on  a  man.  He'll  spot  a  man 
in  his  30s  or  early  40s  working  for  an- 
other company,  a  man  who  has  talent 


but  who — given  the  plodding  road  to 
advancement  in  most  companies — 
can't  hope  to  become  even  a  vice  presi- 
dent for  at  least  ten  years,  and  offer 
him  a  job  running  an  ITT  division,  be- 
ing his  own  boss,  at  a  salary  he  didn't 
hope  to  make  in  15  years.  To  get  Dr. 
Louis  Rader,  who  stayed  with  him  two 
years,  Geneen  gave  him  a  salary  of 
$86,500,  a  bonus  of  $20,000,  plus 
stock  options  and  a  seat  on  the  board. 
At  General  Electric,  where  he  was  a 
general  manager,  Rader  had  been 
making  about  $45,000.  Joseph  Bokan, 
now  a  vice  president  at  Keene  Corp., 
also  joined  ITT  at  $35,000  vs.  his  GE 
salary  of  $23,000.  John  Graham  left 
Radio  Corp.  of  America  to  go  to  ITT 
for  what  he  calls  "a  substantial  in- 
crease." Kearney-National's  Dubilier 
says:  "Geneen  will  pay  a  man  50% 
more  than  he  can  possibly  make  any- 
where else." 

Geneen,  incidentally,  uses  money  to 
attract  not  only  people,  but  companies 
as  well.  His  favorite  technique  for 
making  sure  that  managements  will 
favor  being  acquired  by  ITT  is  offering 
management  five-year  contracts  and 
huge  increases.  His  recent  arrange- 
ment with  Sheraton  Corp.  is  typical. 
ITT  has  entered  into  five-year  con- 
tracts with  Sheraton's  top  three  ofllicers. 
The  trio  will  be  paid  a  total  of  $315,- 
000  a  year  vs.  their  pre-ITT  salaries  of 
$172,000.  Small  wonder  so  few  man- 
agements object  to  being  acquired  by 
ITT.  Happiest  of  all  are  executives 
about  to  retire.  For  they  can  stay  on 
the  ITT  payroll  at  substantial  increases, 
when  they  would  have  had  to  live  on 
some   slender  pensions  otherwise. 

But  more  important  than  money  in 
attracting  people  is  the  opportunity 
that  Geneen  offers.  Says  a  former  ITT 
executive,  now  president  of  his  own 
company,  a  man  who  frankly  dislikes 
Geneen:  "The  rest  of  my  life  I'm  go- 
ing to  be  grateful  to  that  character. 
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ther  companies  like  General  Motors 

General  Electric  never  would  have 
ven  me  line  [operating]  experience  at 
y  age.  He  gambled  on  me,  and, 
uch  as  I  dislike  the  man,  I'm  grate- 
il  to  him.  He's  a  genius,  one  of  the 
ost  brilliant  industrialists  who  has 
er  come  on  the  American  business 
ene."' 

In  one  month.  Geneen  hired  three 
en  from  McKinsey.  He  took  four 
;ecutives  with  him  from  Raytheon 
eluding  Ballantine's  Griebel  and 
eorge  Strichman,  now  chairman  of 
olt  Industries.  He  plucked  Glenn 
alley    from    Chrysler.    Bailey,    who 

now  president  of  Keene  Corp.,  was 
igetating  at  Chrysler.  He  desperately 
anted  line  experience,  because  he 
•meday  wanted  to  run  his  own  show, 
Jt.  despite  his  intelligence  and  am- 
tion  and  a  degree  from  the  Harvard 
usiness  School,  he  couldn't  get  it.  He 
as  too  young  (only  34).  Geneen 
lok  a  chance  on  him  and  put  him  on 
le  ITT  staff.  Two  years  later  Bailey 
Jt  his  chance  in  operations. 

Says  Celanese's  Marx:  "That's  Ge- 
*ens  way.  He  takes  a  chance  on 
3ung  men  who  have  apparent  poten- 
al  but  who  have  not  yet  had  a  chance 
>  demonstrate  it.  He  makes  them 
ipable  executives.  Or  they  make 
lemselves  capable  executives.  That's 
oser." 

Door  to  Opportunity 

Especially  in  his  early  years,  when 
e  was  in  a  hurry  and  had  no  time  to 
ait  for  inexperienced  men  to  grow, 
ieneen  pried  proven  executives  from 
ther  companies.  Zenith  Vice  Presi- 
ent  Robert  Alexander  and  Crucible 
resident  John  Lobb  were  heads  of 
leir  own  companies  when  they  came 
)  work  for  Geneen.  More  recently, 
dieghany  President  Charles  Ireland 
uit  his  company  to  move  into  ITT. 
ieneen  has  taken  scores  of  executives 


from  the  ranks  of  General   Electric. 

■'Geneen  and  Bill  Marx  really 
combed  American  industry,"  says  John 
Graham,  an  ex-ITT  vice  president  for 
North  America,  and  now  a  vice  presi- 
dent at  General  Dynamics.  "The  first 
group  they  took  in  was  of  outstanding 
quality.  They  looked  for  bright  people 
with  proven  reputations." 

Geneen  gets  the  people,  but,  even 
more  important,  he  makes  them — if 
they  don't  break  first.  For  he  gives 
them  room  to  grow.  His  technique  is 
a  strange  and  contradictory  one.  He 
gives  them  authority,  at  the  same  time 
prodding  them,  pushing  them,  badger- 
ing them,  even  screaming  at  them. 
The  men  who  have  worked  for  him 
describe   his  technique   best. 

Henry  Bowes,  now  president  of  Mc- 
Call  Corp.  says:  "He  expected  me 
to  put  my  neck  on  the  line.  This  was 
one  of  his  greatest  secrets.  It's  not 
hard  to  say  we  ought  to  do  thus  and 
so,  but  it's  very  hard  to  say  that  if  we 
do  thus  <ve'll  increase  our  business 
25%  and  our  profits  12%." 

Alexander  says:  "Geneen  would 
assign  responsibility  and  expect  you 
to  do  it  and  not  run  back  to  him  for 
any  little  question.  He  makes  you 
make  the  decisions  and  get  a  job  done. 
He  doesn't  care  how  you  accomplish 
something,  and  as  long  as  it  is  running 
according  to  plan  you'll  have  very 
little  communication  with  the  man.  But 
as  soon  as  it's  not  running  according 
to  plan,  then  you'd  better  prepare  to 
have  a  good  reason  why  not  and  a 
good  suggestion  about  how  to  get  it 
back  on  the  track.  He  expects  you 
to  do  that  and  cry  for  help,  too — if 
you  need  it — before  the  ship  is  sunk." 

What  is  unusual  about  Geneen  is 
the  detail  he  demands.  He  demands 
m6nthly  reports  from  all  divisions. 
He  discusses  them  at  monthly  meet- 
ings attended  by  his  key  staff  people 
and   his   important    line    people.    The 


monthly  reports  have  to  include  not 
only  major  items  on  why  a  division  is 
above  or  below  quota,  but  items  as 
minor  as  a  lost  order.  To  insure  that 
the  reports  are  made  in  such  detail, 
Geneen  has  a  staff  that  is  constantly 
dropping  in  on  operations  to  check  on 
things.  And  line  people  know  that  if 
Geneen  finds  out  anything  negative 
about  a  man's  operation,  no  matter 
how  petty,  from  anyone  else  but  the 
man  himself,  he  explodes;  so  the  re- 
ports are  highly  detailed. 

Because  Geneen  might  ask  a  dozen 
questions  on  even  a  minor  item  in  a 
report,  Geneen  executives  are  forced 
to  pay  more  attention  to  details  than 
is  the  case  in  other  companies.  Each 
month  Geneen  reads  all  the  monthly 
reports,  which  fill  a  book  ten  inches 
thick.  He  has  a  photographic  memory 
and  total  recall — not  just  for  numbers 
but  for  technical  details. 

So  on  one  hand,  Geneen  executives 
have  a  good  deal  of  freedom  and  re- 
sponsibility. On  the  other,  Geneen  is 
always  there,  always  probing  for  weak 
spots.  When  he  detects  trouble,  he 
moves  in  fast.  He  will  frequently  get 
involved  in  decisions  himself.  "You 
could  almost  call  it  management  by 
detail,"  says  General  Dynamics'  Gra- 
ham. "There  are  more  problems — 
some  quite  minor — solved  at  a  higher 
level  in  ITT  than  any  other  large  com- 
pany I  know  of." 

In  some  of  the  descriptions  of  him, 
Geneen  sounds  almost  sadistic  in  the 
way  he  drives  men.  Most  who  know 
him,  however,  agree  that  it  is  results  he 
is  after,  not  the  feeling  of  power.  Says 
Geneen:  "I  delegate,  but  don't  abdi- 
cate. I'm  no  laissez-faire,  let-me-know- 
how-things-are-in-six-months  guy.  I 
want  to  know  what's  going  on.  I  don't 
want  some  proud  guy  to  get  into  his 
own  Vietnam  and  then  suddenly  hand 
me  his  resignation.  Hell,  his  resig- 
nation can't  bring  back  the  $10  mil- 
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lion  hed  lose.  That's  why  I  make  ev- 
eryone tell  me  about  red-flag  areas — 
spots  where  trouble  may  be  brewing." 
"He  doesn't  play  politics,"  says  Ester- 
line's  Andlinger.  "A  guy  who  does 
very  well  stands  high  with  him.  A  guy 
who  does  poorly — well,  the  fall  from 
grace  is  pretty  immediate.  In  ITT  you 
don't  achieve  a  lot  of  results  by  trying 
to  go  after  some  other  guys." 

His  admirers  like  to  compare  Ge- 
neen  with  management  geniuses  like 
John  Patterson  of  National  Cash  Reg- 
ister or  Alfred  Sloan  of  General  Mo- 
tors. It's  probably  too  early  to  know 
whether  he'll  build  the  kind  of  corpo- 
rate monuments  they  built,  but  he  does 
resemble  them  in  one  way:  He  doesn't 
do  things  the  way  people  are  used 
to  having  them  done  in  other  compa- 
nies. He's  in  dead  earnest  when  he 
says:  "Most  American  companies  com- 
pete with  each  other  in  inefficiency. 
The  major  reason  so  many  giant  cor- 
porations stick  basically  to  one  indus- 
try is  they  are  headed  by  men  who 
couldn't  run  a  multi-industry  com- 
pany." One  of  his  favorite  sayings  is: 
"Throw  away  the  text  book."  Of  his 
days  as  executive  vice  president  of 
Raytheon,  which  he  quit  to  join  ITT, 
Geneen  says,  "Here  was  the  problem. 
I  was  driving  at  high  speed  when  every 
so  often,  without  warning,  somebody 
else  would  try  to  put  their  hand  on  the 
wheel." 

It  is  this  spirit  that  leads  Geneen 
to  throw  young  executives  in  over 
their  heads  to  see  if  they  can  swim, 
that  leads  him  to  shrug  off  executive 
turnover,  to  worry  very  little  about 
whether  his  subordinates  like  him  as 
long  as  they  perform  for  him.  "His- 
tory shows  there's  nothing  unusual 
about  some  of  the  sides  to  Geneen," 
says  John  Lobb.  "The  guys  who  are 
very  successful,  who  are  way  above 
everyone  else,  have  got  to  be  concen- 
trated. That  guy  has  got  to  have  a 
forceful  personality.  He's  got  to  be 
a  little  like  Napoleon,  like  Ernie  Weir 
who  made  money  in  steel  in  1932. 
You  can't  be  a  nice  guy  and  a  real 
big  winner.  There  are  a  lot  of  nice, 
soft-spoken  fellows  around  who  watch 
their  market  shares  go  down  yearly." 

Not  all  the  men  who  go  to  work  for 
Geneen  are  better  off  afterwards.  After 
shooting  up  to  become  a  $65,000-a- 
year  ITT  group  vice  president,  Joseph 
Bokan  left  under  pressure.  Discour- 
aged, for  a  while  he  ran  a  profitable 
but  not  too  exciting  liquor  store  be- 
fore becoming  a  vice  president  at 
Keene  Corp.  "Until  I  went  to  work 
for  Geneen  I  had  a  record  of  one  suc- 
cess after  another,"  says  consultant 
Harry  Beggs.  "What  happened  to  me 
at  ITT  broke  that  record  and  took 
something  out  of  me." 

Beggs  capitalized  on  a  Geneen  quirk 


THE  MAN  WHO 
WASN'T  WAITING 

The  business  world  abounds 
with  stories  about  Harold  Ge- 
neen's  tough  and  demanding  na- 
ture. He  expects  his  executives 
to  be  on  call  virtually  24  hours 
a  day  and  brooks  few  excuses. 
Take  the  case  of  Marc  de  Fer- 
ranti.  De  Ferranti  had  been  a 
General  Electric  executive  and 
was  involved  in  the  price-fixing 
scandal  there.  Geneen  hired 
him  to  run  ITT's  European  op- 
erations. According  to  all  the  ac- 
counts, de  Ferranti  had  a  rough 
time  and  lasted  only  six  months. 

As  pieced  together  from  others 
and  confirmed  by  de  Ferranti, 
this  is  what  happened: 

Shortly  after  de  Ferranti  took 
over  at  Brussels  headquarters, 
Geneen  jetted  into  town.  He 
tried  to  telephone  de  Ferranti. 
But  the  latter  had  just  moved 
into  a  new  home  and  the  tele- 
phone wasn't  connected.  When 
Geneen  finally  reached  de  Fer- 
I  ranti  after  six  hours  of  trying, 
he  lost  his  temper  and  berated 
his  new  executive.  De  Ferranti 
told  his  boss  to  calm  down. 

Later  on  the  two  reportedly 
clashed  because  de  Ferranti  felt 
Geneen  was  constantly  bypassing 
him  in  giving  orders  to  subordi- 
nates. Geneen  returned  to  New 
York,  but  a  day  later  William 
Marx,  then  a  top  ITT  executive 
(and  now  executive  vice  presi- 
dent at  Celanese  Corp.),  arrived 
in  Brussels.  Marx  had  a  long  de- 
tailed letter  which  Geneen  want- 
ed de  Ferranti  to  sign.  It  outlined 
the  conditions  under  which  de 
Ferranti  would  have  to  operate 
if  he  wanted  to  hold  his  job.  De 
Ferranti  reluctantly  agreed  to 
sign.  But  before  he  could  do  so, 
Marx  received  a  call  from  Ge- 
neen. Said  Marx:  "I'm  sorry, 
Harold's  changed  his  mind. 
You'll  have  to  finish  up  here." 

The  movers  were  bringing  de 
Ferranti's  furniture  into  his  new 
Brussels  home  when  he  had  to 
break  the  news  to  his  family  that 
they  weren't  staying. 

De  Ferranti  landed  on  his 
feet.  He  is  now  executive  vice 
president  of  Electronic  Associ- 
ates, a  New  Jersey  firm.  Surpris- 
ingly, he  still  admires  Geneen  as 
a  business  executive.  "The  man 
is  absolutely  brilliant,"  says  de 
Ferranti. 


— he  can't  fire  a  man  face  to  face. 
When  Bill  Marx  fired  him,  Beggs  said, 
'Geneen  hired  me  himself,  he'll  have 
to  fire  me  himself.  I  want  to  see  him." 
But  in  the  year  that  Beggs  remained 
on  the  payroll  without  any  duties,  he 
did  not  get  to  see  Geneen  once. 

Others  who  gambled  on  Geneen 
won.  Ex-McKinsey  consultant,  Martin 
Dubilier  says:  "Geneen  got  a  lot  out 
of  me,  but  I  got  a  lot  out  of  Geneen. 
No  one  else  would  have  given  me  the 
.  job  he  did  at  that  age  without  any  line 
experience."  As  John  Lobb  points  out: 
"My  operations  always  made  more 
money  than  they  were  budgeted  to 
make.  Under  those  circumstances  Ge- 
neen isn't  hard  to  get  along  with." 

Says  Andlinger:  "He  sets  the  stan- 
dards, you  meet  them  and  the  rewards 
are  fantastic — responsibility  at  an 
early  age,  always  being  given  oppor- 
tunity after  opportunity.  I  became  a 
vice  president  at  34.  Then  I  took  over 
Latin  America,  which  is  a  very  large 
group.  Geneen  was  like  a  father  to  me. 
He  had  a  lot  of  interest  in  what  chal- 
lenge would  be  right  for  me  next." 
Ballantine's  Griebel  says.  "Hal  gives 
you  a  chance  to  either  strike  out  or  hit 
a  home  run  in  the  world  series." 

Geneen  did  not  accidentally  create 
this  environment.  He  had  a  dream,  he 
fulfilled  it.  "I  remember  being  way 
down  in  a  highly  structured  one-indus- 
try company  long  ago,"  he  says.  "I 
couldn't  get  anyone  to  listen  to  my 
ideas.  Now  I  wasn't  asking  anyone  to 
make  me  president  overnight.  I  just 
wanted  to  get  some  action  on  my  ideas. 
I  felt  so  frustrated,  I  resolved  that 
someday  I'd  create  an  environment 
where  a  man  would  get  a  chance  to 
contribute  and  I  did." 

Geneen  has  done  just  that.  "We  all 
learned  a  lot  from  him,"  says  John 
Lobb.  "Geneen  demanded  excellence 
and  got  his  managers  to  insist  on  this 
quality  in  their  subordinates."  "Many 
of  us  use  Geneen's  techniques  such 
as  his  controls,  reports  and  meetings," 
says  McCall's  Bowes.  "His  cents-per- 
share  works  like  a  charm.  It's  hard 
for  people  to  visualize  large  amounts 
of  money.  So  when  people  want  to 
spend,  we  ask  them  to  tell  us  how 
much  it  will  cost  in  cents  per  share." 

Scientist  William  Duke  of  Whittaker 
says,  "He  created  executives  by  forc- 
ing men  to  make  a  decision  on  the 
basis  of  how  it  would  affect  earnings, 
return  on  sales  and  investment.  There's 
no  question  I've  taken  bits  of  Geneen 
along  with  me  such  as  the  necessity  to 
personally  face  up  to  each  division 
manager."  Crouse-Hinds  President 
Chris  Witting  says,  "The  detailed  study 
that  Geneen  constantly  insists  on  keeps 
ITT  just  plowing  along,  increasing 
profit  every  quarter." 

(Continued  on  page  35) 
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BESIDES 
WDRHNC  IN  THE  OCEAN, 
NORTH  AMERICAN  ROCKWELL 
IS  BL^'... 

Producing  axles,  brakes,  springs  and 

universal  joints  for  heavy-duty 

vehicles  at  the  RockwvUScandard  Divisions. 

Developing  a  sodium-cooled  Fast 
Breeder  Nuclear  Reactor  at  the 
Atomics  InUTnational  Division . 

Working  on  the  nation's  most 
advanced  military  and  space  electronics 
systems  at  the  Autonttics  Division. 

Producing  single  shuttle  looms, 
bearings  and  weaving  machines  at  the 
Draper  Diviskm. 

Powering  all  three  stages  of  Apollo/ 
Saturn  V  that  will  send  man  safely  to 
the  moon  and  return  ai  the 
Rockftdync  Diviskin. 

Producing  filters,  industrial  gears, 
other  power  transmission  equipment  and 
cotton  ginning  machinery  at  the 
IndustriaJ  Divisions. 

Probing  the  future  of  supersonic  travel 
with  data  from  the  X-15  and  XB-70A 
advanced  research  aircraft  at  the 
I^>s .VngiHes  Division. 

Building  tactical  missiles,  the  mach  2 
Vigilante  reconnaissance  airplane  and  the 
OV-lOA  light  armed  reconnaissance 
airplane  at  the  Oolumbus  Division. 

Designing  and  building  Apollo  service 

and  command  modules  at  the  Space  Division. 

Producing  the  country's  fullest  line  of 
business,  agricultural  and  personal 
aircraft  at  the  Aero  Ck)nimandor  Division. 

Probing  the  basics  of  physics, 
chemistry,  metallurgy  and  mathematics 
at  the  Science  CionttT. 

Designing  at  the  Ocean  Systems  Operations 

a  four-man  research  submarine  that 
will  operate  at  2,000  feet. 

And  we're  working  overseas  with 
affiliates  and  licensees  in  nineteen  foreign 
countries. 


North  American  Rockwell  Corporation, 
2300  East  Imperial  Highway,  El  Segundo, 
California  90245 


(Continued  from  page  30) 
The  Turnover  Helps 

Surface  observers  and  some  security 
analysts  have  criticized  ITT  because  of 
the  turnover  of  executives.  The  text- 
books say  this  is  a  bad  thing.  But  as 
General  Dynamic's  Graham  points  out, 
"There  are  a  lot  of  companies  where 
there  hasn't  been  enough  turnover  at 
the  top.  They're  bottlenecked,  but  no 
one  can  say  that  about  Geneen's  ITT." 

Secondly.  John  Lobb  points  out  that 
high  turnover  has  not  hurt  ITT.  Ge- 
neen  attracts  many  good  men  as  re- 
placements and  gets  a  lot  of  others 
from  acquisitions.  Thirdly,  a  lot  of 
good  men  come  to  ITT  because  of 
the  turnover.  It  means  that  they  will 
have  an  opportunity  to  move  up. 

Surprisingly,  turnover  has  brought 
ITT  ambitious,  aggressive  men  who 
wouldn't  be  career  employees  in  any- 
body's company  except  their  own. 
Eager  to  make  big  reputations,  they've 
done  quite  a  lot  of  good  for  ITT  be- 
fore they  move  on.  "Every  major  per- 
son who  went  there  did  something 
that  is  still  contributing  to  the  growth 
of  the  company,"  says  John  Graham. 
"Duke  brought  in  a  lot  of  military 
work — that's  a  five-  to  seven-year 
cycle.  Lobb  cleaned  out  a  lot  of  bad 
product  lines  and  helped  build  U.S. 
operations.  Firestone  [now  president 
of  Turner  Corp.)  did  a  lot  to  formalize 
ITT  manufacturing  techniques."  Glenn 
Bailey  built  a  losing  operation  into 
one  that  was  making  an  after-tax  profit 
of  $3.2  million.  Dubilier  took  over  a 
$25-million  operation  and  built  it  into 
a  $125-million  one. 

Earlier  ITT  alumni  such  as  Graham, 
Rader,  Bokan,  Beggs  and  Marx  made 
moves  that  helped  the  company.  They 
also  brought  a  lot  of  good  talent  into 
the  company  and  trained  it.  Many  of 
this  group  are  still   at  ITT. 

Even  though  the  turnover  had  not 
been  hurting  ITT,  Geneen  has  done 
his  best  to  stop  it.  He  has  raised  sala- 
ries and  changed  his  stock-option  plan. 
"Here's  the  magic  of  it,"  says  Ge- 
neen. "We've  made  it  possible  for  you 
to  forget  the  little  company."  He  fig- 
ures that  an  executive  who  stays  with 
him  could  be  worth  over  $2  million  in 
ITT  stock  at  retirement. 

Geneen  also  has  toned  down  the 
pressure  he  put  on  his  men.  He  still 
criticizes  them  in  front  of  their  fellow 
executives,  but  he  fights  his  ten- 
dency to  shout  at  them  now.  And  he's 
far  more  diplomatic.  No  one  lately  has 
seen  him  get  so  mad  that  his  nose  turns 
white.  "After  I  left,  I  heard  that  he 
calmed  down  very  significantly,"  says 
Harry  Beggs.  "The  board  was  upset 
about  publicity  on  the  turnover." 

Geneen  himself  acknowledges  that 
he  has  become  more  diplomatic.   In 


the  words  of  McCall's  Bowes,  "He  mel- 
lowed as  he  got  more  control  over 
ITT."  Says  Geneen:  "I  don't  think 
anyone  could  have  gone  through  the 
experience  of  the  last  nine  years  and 
not  changed.  Now  we're  much  more 
diplomatic.  When  a  guy  is  in  trouble, 
we  don't  say  he's  stupid — we  try  and 
see  how  we  can  help  him." 

But  of  course  Geneen  has  not 
changed  in  his  ambition  or  the  pace 
he  sets.  The  more  he  succeeds,  the 
more  ambitious  he  gets.  "ITT  will 
continue  to  earn  10%  more  annually. 
That  is  my  promise  to  stockholders, 
that  is  my  pressure,  my  goal.  We 
want  it  every  year." 

Geneen  flatly  denies  that  there  are 
no  good  men  left  in  ITT  who  could 
run  it  if  he  died.  He  points  out  he  has 
a  president's  office  "composed  of  my- 
self. Executive  Vice  Presidents  Tim 
Dunleavy,  a  real  leader,  and  Rich 
Bennett,  a  bear  cat  on  operations." 

Yet  even  if  critics  are  correct  and 
there  is  no  strong  No.  Two  man  left 
in  ITT,  that  doesn't  mean  ITT  would 
be  a  better  company  if  it  had  one. 
Geneen  probably  feels  more  com- 
fortable and  is  more  efi'ective  without 
one.  That  way  he  can  interact  directly 
with  the  young  men  he  has  running 
line  operations.  With  Geneen  at  the 
top,  inspiring,  probing,  demanding,  and 
his  young  executives  doing  the  impos- 
sible in  the  line  jobs,  ITT  should  con- 
tinue to  perform  brilliantly. 

In  the  event  of  Geneen's  death, 
what?  "You  can't  kill  a  big  com- 
pany," says  John  Graham.  "If  Ge- 
neen died  tomorrow,  that  company 
would  go  right  on.  There's  enough 
built-in  momentum.  There  are  quite 
a  few  people  in  the  U.S.  who  could 
run  the  company.  Specifically  what 
will  happen  behind  Geneen  is  that 
someone  will  formalize  the  place  and 
it  will  be  a  much  more  conventional 
operation  than  it  is  today." 

What  the  Books  Will  Say 

When  the  history  books  and  novels 
are  written,  it  is  probable  that  Ge- 
neen will  be  criticized — as  National 
Cash's  Patterson  is — for  losing  so 
many  key  executives.  He  is  more  likely 
to  be  remembered  as  a  ruthless,  over- 
powering character  than  as  a  "states- 
man of  industry."  But  could  states- 
men of  industry  do  the  job  that 
Geneen  is  doing?  Isn't  it  one  of  the 
strengths  of  the  free-enterprise  system 
that  it  gains  efficiency  and  productiv- 
ity from  allowing  individualists  like 
Geneen  to  break  through  bureaucratic 
routine  and  established  ways  of  doing 
things?  Isn't  the  chance  to  grow  that 
he  offers  ambitious  young  executives 
more  important  than  the  turnover? 
What  counts  is  that  he  is  a  brilliant 
organizer   and    catalyst    of   talent.    ■ 


Beat  Them  or  Join  Them? 

Safeway  has  been  hurting  from  the  strong  trend  toward  food  dis- 
counting in  its  ma/n  western  bailiwicli,  but  it  is  still  bucking  the  trend. 


The  supermarket  concept  that 
budded  in  the  Thirties  and  flowered  in 
the  Forties  and  Fifties  involved  build- 
ing chains  of  self-service  stores,  paring 
prices  to  the  bone  and  making  a  small 
unit  profit  on  huge  volume.  It  worked 
magnificently,  though  to  the  near-ex- 
tinction of  the  corner  grocer.  Even  as 
they  prospered,  the  big  supermarket 
chains  managed  to  keep  prices  low. 

But  late  in  1966  a  group  of  Denver 
housewives,  their  household  budgets 
pinched  by  growing  inflation  from  all 
directions,  took  out  their  ire  by  picket- 
ing local  food  chains  for  lower  prices. 
The  "housewives'  revolt"  caught  na- 
tional attention,  and  the  protests  soon 
spread  across  the  U.S.  The  chains 
often  responded  by  lowering  prices. 
"A  lot  of  it  came  through  panic,"  says 
President  Quentin  Reynolds  of  Oak- 
land's Safeway  Stores,  the  nation's  sec- 
ond-largest food  chain  with  sales  of 
$3.4  billion.  "Members  of  the  industry 
were  afraid  they  would  be  singled  out 
as  contributing  to  high  food  prices,  so 
they  began  cutting." 

Whatever  the  reason,  the  price-cut- 
ting gave  impetus  to  the  growth  of  a 
new  kind  of  supermarket,  the  so-called 
discount  food  stores.  These  in  effect 
merely  carry  the  supermarket  concept 
further  by  such  devices  as  shortening 
store  hours,  curtailing  carry-out  and 
other  services,  limiting  product  variety 
and  eliminating  trading  stamps  and 
other  promotions.  By  doing  so  they 
are  able  to  cut  prices  still  further. 

Worst  in  the  West.  Another  result 
was  a  massive  profit  squeeze  for  the 
supermarket  industry  in  1967,  with 
Safeway  itself  one  of  the  outstanding 
victims.  Safeway  has  been  one  of  the 
most  profitable  outfits  in  the  business, 
netting  1.8%  on  sales  in  1966  while 
the  others  averaged  less  than  1.2%. 
But  in  1967,  as  sales  remained  virtu- 
ally level  at  around  $3.4  billion,  Safe- 
way profits  skidded  15%  to  $51  mil- 
lion, or  $2  per  share.  Its  net  margin 
fell  to  1.5%,  a  six-year  low. 

Safeway's  own  troubles  were  com- 
pounded in  1967  when  the  housewives' 
revolt  forced  it  to  drop  its  highly  suc- 
cessful "Bonus  Bingo"  game,  a  promo- 
tion gimmick  that  a  year  earlier  had 
sent  sales  soaring  by  14%.  Reynolds 
and  Chairman  Robert  A.  Magowan 
agree  that  the  absence  of  Bonus  Bingo 
was  a  prime  reason  Safeway's  sales 
failed  to  grow  in  1967,  thus  worsening 
the  squeeze  from  price-cutting. 

As  1968  began,  the  outlook  was  for 
more  price  pressure.  The  discounting 


Magowan  of  Safeway 

idea  has  caught  on,  particularly  in 
California  and  other  states  in  Safe- 
way's  western  territory.  California- 
based  chains  like  Lucky  stores.  Alpha 
Beta  (a  division  of  Acme  markets), 
and  Market  Basket  (a  division  of  Kro- 
ger Co.)  have  gone  discount.  Estimates 
are  that  over  half  the  groceries  sold 
in  Los  Angeles  this  year  will  be  sold  at 
discount  prices,  up  to  5%  below  pre- 
vious price  levels. 

With  supermarket  profit  margins 
low  to  begin  with,  the  implications  are 
obvious.  Those  who  get  into  food  dis- 
counting may  experience  some  quick 
gains  in  sales  volume.  For  example. 
Lucky  stores,  a  discounter  for  seven 
years,  has  more  than  quadrupled  per- 
share  net.  But  as  more  chains  post  dis- 
count prices,  the  gains  will  be  nullified, 
with  lower  margins  for  everyone. 

"We  Lost  Our  Shirt."  For  such  rea- 
sons Safeway  has  been  slow  to  jump 
on  the  food  discount  bandwagon.  It 
has  gone  into  discounting  only  in  a 
few  isolated  areas  where  the  com- 
petition from  other  discounters  has 
become  intolerable,  places  like  Orange 
County,  near  Los  Angeles. 

Says  Bob  Magowan,  the  man  who 
13  years  ago  took  over  and  trans- 
formed a  troubled  Safeway  into  one  of 
the  nation's  profitable  chains:  "When 
Lucky  stores  started  their  discount 
operation  in  Phoenix,  we  didn't  know 
how  to  compete  against  it.  They  didn't 
open  their  stores  until  noon  and  they 


closed  them  at  8  p.m.  They  eliminated 
carry-out  boys  and  took  hundreds  of 
items  off  their  shelves.  They  began 
stocking  by  whole  cases  rather  than 
bringing  out  eight  or  ten  cans  at  a 
time.  Initially  our  volume  there  fell  by 
about  25% .  What  did  we  do?  We  took 
on  their  prices,  but  until  we  got  our 
vo]ume  up,  we  lost  our  shirt.  Now 
we're  making  money  in  Phoenix." 

But  Magowan  and  Reynolds  refuse 
to  panic  and  convert  entirely  to  dis- 
count operations,  though  they  have 
been  forced  to  do  some  selective  price- 
cutting  where  discount  competition  has 
cropped  up.  Their  tack  is  bred  of 
Magowan's  wide  retailing  experience. 
Before  joining  Merrill  Lynch,  where 
he  was  a  partner  until  1955,  he  was  a 
buyer  at  Macy's.  "How  does  Macy's 
compete  with  discount  operations?"  he 
asks  rhetorically.  "For  one  thing,  they 
have  better  quality  and  more  services." 

Thus  Safeway,  even  where  it  cuts 
prices  and  shortens  store  hours,  is  still 
maintaining  a  wide  variety  of  shelf 
items  and  insisting  on  high-quality 
meat  and  produce.  These  last  items 
make  up  some  35%  of  Safeway's  vol- 
ume, or  over  $1  billion  in  sales  a  year, 
and  they  also  provide  the  chain's  high- 
est gross  profit  margins  (20%-30%). 
Safeway  is  counting  on  quality  in  meat 
and  produce  to  keep  the  housewives 
filing  through  its  checkout  lines.  "Any- 
one carrying  less  than  U.S.D.A. 
'Choice'  beef  in  this  company  will  get 
fired,"  says  Magowan. 

To  help  take  up  some  of  the  profit 
slack,  Safeway  has  been  bringing  in 
outside  consultants  and  efficiency  ex- 
perts. "We've  been  doing  things  the 
same  way  for  40  years,"  Magowan  ex- 
plains. "These  people  can  teach  us  old 
dogs  some  new  tricks.  For  example, 
when  a  food  clerk  carries  something  to 
the  back  room,  we  try  to  make  sure  he 
carries  something  the  other  way." 

Survival.  Magowan  claims  the  re- 
sults have  been  good  so  far.  He  says 
Safeway's  sales  per  man-hour,  a  key 
supermarket  efficiency  measurement, 
is  up  to  around  $39  from  about  $34 
in  1964.  The  chain's  first-quarter  re- 
sults for  1968  seem  to  bear  him  out: 
On  9%  higher  sales  of  $803  million, 
profits  jumped  53%  to  $11  million,  or 
43  cents  a  share. 

The  8%  sales  gain  measures  up  to 
the  5% -7%  Magowan  looks  for  each 
year.  "We've  got  to  have  regular  sales 
increases  to  survive,"  he  says.  But 
whether  Safeway's  reliance  on  an 
image  of  product  quality  will  continue 
to  produce  these  kinds  of  gains  is  a 
question.  The  discount  food  stores 
have  a  powerful  consumer  appeal. 
Magowan,  now  64  years  old,  is  going 
to  find  his  last  years  at  Safeway's  helm 
the  most  challenging  of  his  highly  suc- 
cessful career.  ■ 
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_What  we  make  today 
makes  tomorrow  possible 


The  world  moves  into  the  final  third  of  the  20th 
Century . . .  and  with  it  moves  Engelhard  Minerals  & 
Chemicals,  with  an  almost  incredible  inventory  of 
products  that  make  tomorrow  possible.  Almost 
3,000  products  of  gold,  silver  and  the  platinum 
family,  and  various  ferrous  and  non-ferrous  ores. 


metals  and  minerals. .  .just  a  few  of  which  (men- 
tioned below)  are  awaiting  use  in  forthcoming 
supersonic  transportation.  All  are  available 
throughout  the  world,  in  forms  that  make  today 
profitable,  tomorrow  possible.  Keeping  ahead  of 
your  business  is  our  business. 


MINERALS  St  CHEMICALS  CORPORATION 

113  Astor  Street.  Newark.  New  Jersey  07114 


Attapulgite  clays,  an  important  partner  , 
in  refining  jet  fuel. 

Liquid  gold  coatings  on  jet  engine 
shrouds  reflect  heat,  reduce 
high  temperatures. 

Form-Rolling  of  superalloys  produces 
more  precise,  lower  cost  engine 
components,  airframe  structures. 


Thermocouples  precisely  measure 
and  control  engine  temperatures.  . 


Special  brazing  alloys  assure 
strong  joints  in  aircraft  structure, 
resist  oxidation  and  corrosion.  . 


Kaolin  clays,  coating  the  paper  menus 
and  navigating  maps;  conditioning  the 
printing  inks;  reinforcing  the 
decorative  plastics  as  well  as  the 

wire  and  cable  coatings;  bonding  high 
"■         temperature  ceramics 


Miniature  relay  contacts  help 

perform  vital  switching  functions 

.from  ground  check  through  flight. 


MA 


As  I  See  It 


"Unfortunately,  ttie  decline  in  military  spending 

that  will  come  from  the  conclusion 

of  the  Vietnam  war  has  been  exaggerated." 


Interview  with  Economist  Otto  Ecl(stein 

The  Johnson  Administration,  for  several  years  now,  has  had  a  semi- 
secret  interagency  committee  charged  with  the  job  of  trying  to  plot 
where  our  economy  might  go  once  the  Vietnam  war  stops.  No  one  di- 
rectly concerned  with  the  committee  will  talk  about  specific  plans  and 
goals.  So  FORBES  interviewed  Otto  Eckstein,  the  topnotch,  highly 
articulate  Harvard  economist  who  served  on  the  President's  Council 
of  Economic  Advisors  from  1964  to  1966  and  continues  as  consultant. 
Now  back  teaching  economics  at  Harvard,  Eckstein  still  serves  on  the 
National  Advisory  Commission  for  the  Office  of  Economic  Opportunity. 


What  will  happen  when  the  Viet- 
nam war  winds  up?  Will  it  come  as  a 
sudden  jolt  to  the  economy? 

Eckstein:  Defense  spending  for  the 
rest  of  this  year  will  continue  to  rise, 
and  this  might  go  on  into  part  of  next 
year.  So  there  will  be  no  immediate 
slowdown.  You  probably  won't  see  a 
significant  turnaround  until  some  time 
later  in  1969,  providing  negotiations 
move  ahead  successfully.  If  you  take 
our  Manila  Conference  statements  to 
heart,  and  I  do,  then  we  said  we  would 
probably  withdraw  fairly  quickly. 

Will  this  free  a  sizable  chunk  of 
money  to  be  spent  on  problems  back 
home  .  .  .  say,  $20  billion  a  year  or 
more  out  of  the  $30  billion  a  year  now 
being  spent  in  Vietnam? 

Eckstein:  Unfortunately,  the  decline 
in  military  spending  that  will  come 
from  the  conclusion  of  the  Vietnam 
war  has  been  exaggerated,  raising  peo- 
ple's hopes  too  high.  For  example,  the 
Committee  for  Economic  Develop- 
ment recently  issued  a  report — "The 
National  Economy  and  the  Vietnam 
War" — in  which  it  was  assumed  there 
would  be  a  decline  of  $20  billion  in 
military  spending  after  Vietnam.  But 
this  isn't  going  to  happen. 

The  Defense  budget  is  now  around 
$83  billion.  While  it's  true  our  defense 
spending  had  leveled  off  at  around 
$50  billion  a  year  before  Vietnam, 
we'll  never  see  that  level  again.  We'll 
be  lucky  if  we  can  get  it  back  to  $75 
billion  a  year. 

That  means  we  will  only  be  able  to 
free  $10  billion  or  less  by  stopping  the 
Vietnam  war.  Where  will  all  this  de- 
fense money  go? 

Eckstein:  We  will  have  another  mili- 
tary pay  increase  this  summer.  Major 
equipment  prices  have  risen.  And  dur- 
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ing  the  war  we  deferred  all  sorts  of  ex- 
penditures on  developing  new  strategic 
weapons.  We  deferred  the  procure- 
ment for  Minute  Man  III,  for  example. 
There's  going  to  be  tremendous  pres- 
sure within  the  defense  establishment 
to  take  over  Vietnam  war  funds. 

Then,  where  will  the  money  come 
from  to  do  the  job  on  the  cities  that 
everyone  says  is  so  necessary? 

Eckstein:  A  lot  of  it  hinges  on  the 
tax  increase.  I  don't  think  this  fact  of 
life  has  been  really  explained.  That 
$10  billion  or  so  we  are  going  to  get 
back  from  the  Vietnam  war  will  have 
to  go  right  into  soaking  up  the  huge 
deficit  we're  running.  If  a  tax  hike 
doesn't  go  through,  we'll  be  running  a 
$20-billion  deficit,  with  no  prospects 
for  a  quick  decline.  So,  no  tax  rise,  no 
significant  money  for  the  cities  for 
some  time.  To  meet  the  pressing  do- 
mestic needs,  to  meet  our  strategic  de- 
fense needs — even  without  giving  the 
generals  everything  they  ask  for — we 
need  a  more  productive  revenue  sys- 
tem than  we  now  have.  We  could  raise 
taxes  ten  per  cent  now  with  as  much 
retroactivity  as  we  can  get.  This  could 
then  be  cut  back  five  per  cent  or  so 
once  Vietnam  spending  really  drops. 

What's  going  to  happen  in  the  pri- 
vate sector?  Will  some  industries  get  a 
rug-pulling  jolt  when   the   war  stops? 

Eckstein:  There  will  be  some  disloca- 
tion in  specific  industries  at  first. 
[Eckstein  pointed  to  a  Labor  Depart- 
ment study  that  showed  the  following 
industries  would  be  affected:  ordnance, 
aircraft  and  parts,  radio  and  communi- 
cations, electronics,  some  nonferrous 
metals,  machine-shop  products  and 
wooden  containers.]  I  think  some  com- 
panies tend  to  underestimate  the  im- 
pact of  the  Vietnam  war  on  their 
profits.  Still,  I  believe  private  demand 


will  be  good  enough  so  there  won't  be 
any  serious  worry  about  a  recession 
unless  we  grossly  mismanage  our  af- 
fairs. As  for  the  much-talked-about 
housing  boom,  the  real  demographic 
push  in  housing  won't  come  until 
1970-71.  It  is  true  there  is  a  pent-up 
demand  for  some  more  housing  now, 
but  for  the  moment  that  only  amounts 
to  100,000  to  200,000  housing  starts  a 
year  [on  top  of  the  current  1.5  million 
starts  a  year]. 

Assume  the  war  ends  by  the  fall  of 
next  year.  Assume  Congress  gets  off  its 
duff  on  a  tax  increase.  Will  this 
extra  $12  billion  to  $14  billion  a  year 
{Vietnam  savings  plus  increased  rev- 
enues] be  available  for  poverty  and 
city  programs? 

Eckstein:  We  don't  really  have  all  the 
institutional  structures  and  programs 
ready  to  take  this  money  immediately. 
But,  remember,  it  isn't  going  to  be 
available  immediately  either.  We  do 
have  a  number  of  vital  programs  that 
could  take  a  good  deal  of  it  right  away. 
We  could  easily  spend  $1.5  billion 
more  on  primary  and  secondary  edu- 
cation, money  which  was  scheduled  to 
have  been  spent  but  which  was  passed 
by.  The  Poverty  Program  has  been 
severely  limited,  and  an  extra  billion 
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ould  go  into  that  right  away.  Add  on 
)  this  increases  in  health  expendi- 
ires.  and  in  income-maintenance  pro- 
rams,  more  on  the  job  front,  the 
ousing  front  and  more  for  related 
ansportation  programs.  With  all 
lese  I  can  see  up  to  $7  billion  spoken 
3r  right  after  Vietnam.  Then,  a 
ouple  of  years  later  I  can  see  from 
5  billion  to  S7  billion  added  on  to  it. 

What  about  education? 

ckstein:  I  think  education  will  be 
ne  of  the  priorities,  but  education 
lone  is  not  enough.  It's  a  slow  process 
nd  there's  pressure  for  more  immedi- 
te  benefits.  The  biggest  emphasis, 
erhaps.  will  be  on  employment.  You 
'ill  see.  for  example,  major  increases 
1  employment  in  the  state  and  local 
overnment  areas.  In  education  the 
litial  money  will  mostly  be  going  into 
iring  more  teachers,  more  specialists 
1  education  at  the  local  government 
;vel.  Eventually  money  will  go  into 
uilding  more  schools.  As  for  new 
quipment.  new  educational  technol- 
gy.  the  field's  wide  open.  The  money 
(\\\  be  there.  Whoever  works  out  the 
ew  technology  to  speed  up  teaching 
hildren  in  poverty  areas  will  not  only 
e  performing  a  great  public  service 
ut  will  enjoy  tremendous  sales. 

What  about  interest  rates  if  the  war 
nds  next  year? 

icKSTEiN:  Interest  rates  obviously 
n\\  go  down  considerably  after  the 
/ar.  We  now  have  the  highest  inter- 
st  rates  since  1861.  .  .  .  This  isn't 
oming  from  the  private  economy.  You 
an  only  explain  this  by  the  fact  that 
vt  are  fighting  a  war,  costing  $30 
(illion  a  voar,  without  taxes  to  pay  for 
t.  It  is  the  Government  coming  into 
he  capital  market  again  and  again  to 
;et  money  to  pay  its  bills. 

Well.  Professor,  you  have  spelled 
mt  where  the  Vietnam  savings  and 
lew  revenues  might  go,  but  do  you 
eally  think  a  great  deal  of  it  will 
ictually  go  into  cities,  into  education 
ind  jobs?  Or  will  it  find  its  way  back 
nto  traditional  spending  on  such  things 
u  highways  and  public  works  that 
mve  strong  political  appeal? 

Eckstein:  I  think  we  are  going  to 
spend  the  money  in  the  right  places.  I 
hink  Dr.  King's  assassination  might 
lave  been  the  turning  point.  I  see  a 
national  will  developing  to  do  these 
things.  As  for  the  old-line  programs 
iuch  as  public  works,  highways  and 
5pace.  I  think  we  will  see  only  limited 
increases  in  money  going  their  way. 
You  can  never  cut  these  things  out, 
but  they're  dropping  in  priority.  ■ 


Photocopiers  in  offices 
all  over  the  map? 


Wouldrit  it  be  smart 
to  have  just  one  brand  of  copier 
v/ith  one  system  for  your  employees 
to  learn-and  not  many? 


We  have  a  man 
with  a  plan- for  you  I 


SICtM 
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Photocopiers  in  offices 
all  over  the  map? 


Wouldn't  it  be  simpler 
to  have  one  photocopying  contract 
to  negotiate- 
instead  of  many? 


We  have  a  man 
v^itha  plan- for  you! 


S  C  M 
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Doghouse  to 
Drawing  Room 

That's  the  story  of  the  hotel 
stocks.  A  few  years  ago  no- 
body wanted  them.  Now  they've 
tecome      highly      fashionable. 

In  1964  Sheraton  Hotels,  the  largest 
U.S.  chain,  reported  a  loss  for  the 
second  straight  fiscal  year.  Hilton,  No. 
Two  in  revenues,  had  stopped  paying 
dividends  for  five  quarters.  Plagued 
with  overcapacity  and  losing  customers 
to  motels,  the  outlook  for  hotel  chains 
heavily  dependent  on  downtown  units 
was  bleak.  Sheraton's  stock  fell  as  low 
as  $7.75  a  share,  Hilton's  as  low  as 
$10.50.  It  was  the  despair  of  the  late 
Ernest  Henderson,  co-founder  of 
Sheraton,  that  the  investing  public  re- 
fused to  recognize  what  he  regarded 
as  the  great  value  in  hotel  stocks. 

Four  years  later  Sheraton  was 
bought  up  by  aggressive  conglomerate, 
International  Telephone  &  Telegraph, 
for  about  $35  a  share.  And  Hilton, 
which  raised  its  dividend  twice  last 
year  as  it  made  record  profits,  is  pre- 
dicting a  healthy  20%  increase  in 
1968  earnings.  Its  stock  recently  sold 
at  $75  a  share. 

What  happened?  "It's  been  brought 
about  by  the  increase  in  air  travel," 
says  Hilton   President  Barron   Hilton. 

More  People,  More  Money.  It's  all 
a  bit  ironic.  The  speedy  jets  cut  into 
the  hotel  business  greatly  when  they 
were  introduced,  starting  in  the  late 
Fifties.  A  businessman  could  fly  to 
another  city  and  back  again  the  same 
day — he  didn't  have  to  stay  overnight 
in  a  hotel  room. 

But  gradually  the  jets  proved  to  be 
more  friend  than  foe.  If  they  hurt  the 
hotel  business  on  the  shorter  hops, 
they  also  encouraged  people  to  take 
longer  trips — transcontinental,  or  to 
Mexico  or  to  Hawaii — and  on  such 
trips  they  wouldn't  come  back  the 
same  night.  They  needed  bed  and 
board.  This  and  rising  affluence  around 
the  world  caused  a  travel  boom.  The 
number  of  passengers  carried  by  U.S. 
airlines  has  increased  by  an  annual 
average  of  15.6%  in  the  last  five  years. 
Demand    for   hotel    rooms   started   to 
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Company 


Recent 
Price 


Hilton  Hotels  75 

Hotel  Corp.  of  America  \3Va 

Loews  Ttieatres*  73'/4 

Sheraton  Corp*  NA 

•Latest  12  months,     NA- 
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The     London     Hilton 

climb;  and  as  the  number  of  available 
hotel  rooms  leveled  off,  up  went  oc- 
cupancy levels  and  average  room 
charges. 

For  example.  Hilton's  occupancy 
rate  went  from  60.6%  in  1963  to 
67.9%  last  year.  Its  average  room 
rate  went  from  SI 4.50  in  1963  to 
Si 7.42  in  1967,  an  increase  of  near- 
ly 5%  a  year  on  average.  Roger  P. 
Sonnabend,  president  of  Hotel  Corp. 
of  America,  says  HCA's  occupancy 
percentage  has  been  rising  about  one 
point  a  year  to  74.4%  last  year. 
HCA's  average  room  rate  last  year 
was  SI 9.34,  up  from  SI 7. 1 8  just  the 
year  before.  Sheraton's  1967  occu- 
pancy rate  of  71%  was  one-tenth  of 
a  point  lower  than  I963's,  but  its 
average  room  rate  was  SI  1.92  last 
year,  up  from  $10.39  in  1963. 

Hotel  stocks,  dogs  for  years,  didn't 
react  immediately  to  improved  indus- 
try fortunes.  But  when  they  did  in 
mid-1967,  they  made  up  ground  in  a 
hurry  (see  table).  Hilton  says  that 
Trans  World  Airlines'  acquisition  last 
year  of  Hilton  International  (spun  off 
from  Hilton  Hotels  in  1964)  "brought 
to  the  attention  of  the  public  that  there 


tistical  Profile 


1967  Results 

Cain  Earnings  Gain 

•ver  Per  over 

1964  Share  1964 


14.2% 
25.8 
84.3 
23.7 


$2.96 
0.65 
3.64 
0.83 


393% 
333 

t 
t 


Return 

en 
Equity 

9.0% 
9.5 
19.1 
8.1 


a  ITT  in  1968.     tDeficit  to  profit. 


Photocopiers  in  offices 
all  over  the  map? 


Wouldrit  it  be  economical 
to  pay  just  one  low  rate 
based  on  total  company  volume- 
rather  than  a  host  of  higher  rates? 


We  have  a  man 
v/ithaplan-foryou! 


S  C  M 
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Photocopiers  in  offices 
all  over  the  map? 


Wouldrit  it  be  great 

to  get  all  your  copying  supplies 

from  one  source- 

rather  than  many? 


We  have  a  man 
with  a  plan- for  you  I 


S  C  M 
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New   York's  St.  Regis-Sheraton 

was  perhaps  going  to  be  a  shortage  of 
hotel  rooms  throughout  the  world.  A 
person  isn't  going  to  sleep  on  a  park 
bench  when  he  travels.  He's  got  to  be 
assured  of  a  hotel  room." 

Too  Few  Today.  The  chains'  current 
occupancy  figures  don't  indicate  any 
over-all  shortage  yet,  but  the  increase 
in  pleasure  travel  is  causing  shortages 
in  some  cities.  Sonnabend  sees  it  this 
way:  "Tourist  travel  centers  on  'fun 
cities'  and  resorts.  This  means  hotel 
business  in  New  York,  Washington, 
Los  Angeles,  New  Orleans,  San  Fran- 
cisco, Toronto,  Montreal,  San  Juan, 
Mexico  City,  Acapulco,  Europe's  ma- 
jor cities  and  Hawaii  will  get  better. 
We  want  another  hotel  in  New  York." 
(HCA  owns  the  Plaza  there  now.) 

Hotels  in  what  Sonnabend  calls 
"good  cities"  already  have  relatively 
high  occupancy  rates.  In  New  York, 
the  Plaza  filled  an  average  of  86%  of 
its  rooms  last  year,  the  New  York 
Hilton  close  to  90%,  Hilton's  Wal- 
dorf-Astoria about  83%  and  Loew's 
Americana  about  90%. 

Claude  Feninger,  manager  of  ITT- 
Sheraton's  hotel  operations,  says, 
"There  are  very  few  hotels  in  Europe 
with  over  500  rooms.  [Hilton's  U.S. 
hotels  average  over  600  rooms  each.] 
There's  a  tremendous  potential  for 
expanding  the  hotel  business  in  the 
developing  areas  of  the  world." 

American  Airlines  has  already 
learned  about  hotel  shortages.  Ameri- 
can's flights  to  Acapulco  over  the  past 
Christmas  season  were  only  about  half 
filled — because  there  was  no  hotel 
space  for  prospective  travelers.  Ameri- 
can's Sky  Chefs  subsidiary  plans  to 
open  a  400-room  hotel  in  Acapulco 
next  year,  but  that  will  only  be  a  first 
step  in  solving  the  problem.  In  dis- 
cussing their  acquisition  of  Hilton  In- 
ternational, TWA  executives  claim 
that  diversification  was  not  the  only 
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eason  for  the  deal:  They  also  want 
o  be  in  a  position  to  assure  enough 
lotel  rooms  to  handle  the  international 
ravel  boom  they  see  ahead  as  the  big- 
^r  jets  go  into  service  over  the  next 
ew  years.  This  gave  TWA  a  bigger 
lOtel  operation  than  its  rival  interna- 
ional  carrier.  Pan  American,  which 
las  been  developing  its  own  Inter- 
lontinental  chain  (SI  million  earn- 
ngs  last  year  on  S79.9  million  in 
evenues).  Eastern,  Braniff  and  Conti- 
lental  are  also  moving  into  the  hotel 
»usiness. 

With  the  U.S.  airlines'  passenger 
raffic  expected  to  grow  at  an  average 
innual  rate  of  10.2%  in  the  next  five 
ears  (Federal  Aviation  Agency  esti- 
nates).  the  question  seems  not  so 
nuch  whether  the  hotel  chains  can 
;ontinue  to  prosper  as  whether  they 
vill  fully  realize  their  potential. 

Too  Many  Tomorrow?  After  the 
ears  of  glut,  hotelmen  are  still  ner- 
'ous  about  possible  overbuilding, 
rhough  Sheraton  is  expected  to  be  a 
nore  aggressive  company  under  the 
TT  banner.  Feninger  insists  it  won't 
)e  indiscriminate  in  its  expansion.  He 
idds.  "We  hope  our  competitors 
irent."  Sonnabend  regards  the  rise 
n  financing  and  building  costs  as  a 
kind  of  protection.  "It's  hard  to  fi- 
lance  a  hotel.  Each  year  it  costs  more 
o  build  one,"  he  says. 

'Today's  undersupply  could  be 
omorrow's  oversuppiy,"  concedes 
-lilton  a  bii  nervously,  "but  I  think 
t's  going  to  be  a  long  period  of  time 
)efore  that  takes  place.  It  looks  like 
lir  traffic  is  going  to  be  created  at  a 
aster  pace  than  hotel  facilities  over 
he  next  four  to  five  years.  But  certain- 
y  I  agree  that  in  time  there  will  be  a 
ufficient  number  of  rooms." 

The  hotel  boom  might  tempt  other 
rompanies  to  follow  the  lead  of  TWA 
md  ITT  and  buy  their  way  in.  But 
he  chains  do  not  speak  kindly  of  the 
dca.  Loew's  Chairman  Laurence  A.  ' 
fisch  says,  "Loew's  is  not  available  , 
It  all.  Not  at  all."  Both  Hilton  and  ' 
■ICA  say  they  want  to  go  their  own 
vay.  but  with  good  acquisitions  in- 
;reasingly  hard  to  come  by,  no  one 
:an  guarantee  they  won't  change  their 
Tiinds.  (Hilton  says  it  is  thinking 
ibout  opening  nursing  homes  and 
getting  into  car  rentals.)  At  any  rate, 
ill  three  companies  would  have  a 
lood  chance  of  staving  off  any  take- 
)ver  bid.  Tisdi  interests  own  32% 
)f  Loew's  stock.  Sonnabend's  family, 
)wns  40%  of  HCA  and  Hilton's  fa- 
her,  Conrad,  owns  24%  of  Hilton 
riotels. 

Of  course,  the  hotel  business  has 
;een  boom  and  bust  before.  It  may 
igain,  but  this  time  the  period  of  boom 
ooks  like  a  long  and  happy  one.   ■ 


Photocopiers  in  offices 
all  over  the  map? 


Wouldrit  it  be  efficient 
to  get  all  your  maintenance 
and  service  from  one  source 
and  not  a  multitude? 


We  have  a  man 
with  a  plan- for  you! 


S/CiM 
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Here's  the  man  with  the  plai 


mmsm^ 


om  SCM 
the  cost-cutting,  work-saving 

Coronastat  Copy  Consolidation  Plan! 


% 


Let  him  show  you  how  SCM 
can  consolidate  all  your  copying, 
wherever  located,  under  one  contract, 
with  one  source  for  supplies  and  service, 
and  with  one  overall  copy  rate  based  on 
total  company  volume.  He  has  a  plan 
designed  to  expand  with  your  needs, 
flexible  to  your  local  requirements. 
And  to  save  your  company  plenty! 

For  quick  action,  call  our  Vice-President, 
Sales,  Electrostatics,  2 1  2  PL  2-2700. 

You  can't  beat  the  system. ..Coronastat! 

Coronastaf  Photocopiers 

SMITH-CORONA  MARCHANT 

DIVISION   OF  SCM   CORPORATION 

299  Pork  Avenue,  New  York,  New  York  10017. 

Offices  in  Conado  and  major  cities  throughout  the  world. 


SiCiM 


J 


The  Newmont  Formula 

Like  everybody  else  in  the  copper  business,  Newmont  Mining  took  its  lumps  last 
year.  Thanks,  however,  to  its  peculiar  structure,  the  lumps  were  well  cushioned. 


Among  the  U.S.'  major  natural  re- 
source companies.  New  York's  big 
Newmont  Mining  Corp.  is  rather  un- 
usual. It  has  no  operating  assets,  and 
in  financial  terms  it  looks  like  an  in- 
vestment trust  or  a  holding  company. 
And  it  is.  But  it  is  also  much  more 
than  that.  To  find  its  parallel — and 
even  this  is  not  quite  exact — you  have 
to  turn  to  the  great  British  mining 
finance  houses,  outfits  like  Britain's 
Rio  Tinto-Zinc  (Forbes,  Dec.  15, 
1966)  or  Consolidated  Gold  Fields 
(Forbes,  June  1,  1967). 

Newmont  is,  in  fact,  both  a  man- 
agement and  an  investment  company. 
It  is  an  investment  banker  ready  to 
advance  venture  capital  to  promising 
mining  prospects.  It  is  also  a  man- 
agerial and  technical  organization  pre- 
pared to  develop  such  prospects  from 
initial  geological  survey  to  full  metal 


production.  Given  these  talents,  New- 
mont has  not  hesitated  to  go  into 
anything  related  to  its  basic  skills.  Its 
interests  are  spread  across  more  than 
24  different  minerals  ranging  from 
copper  to  cadmium,  and  concentrated 
in  25  different  companies  scattered 
across  five  continents  {see  table). 

"Our  investments,"  says  Newmont's 
president  and  chairman,  Russian-born 
Plato  Malozemoff,  58,  "are  categor- 
ized in  three  groups — investments  in 
companies  which  we  own  and  manage 
[Magma  Copper,  O'okiep  Copper], 
investments  in  companies  in  which 
we  have  a  voice  in  management  [Sher- 
ritt-Gordon,  Palabora]  and  investments 
in  companies  in  which  we  merely  take 
a  stock  position  for  dividend  income 
and  possible  capital  gains  [Cyprus 
Mines,  Transcontinental  Gas]." 

Newmont  is  different  in  other  ways 


as  well.  With  $50  million  in  net  profit 
last^year,  Newmont  is  not  as  big  as 
companies  like  International  Nickel. 
American  Metal  CHmax  or  American 
Smelting  &  Refining.  But  in  other  re- 
spects— in  earnings  growth,  in  rate  of 
return — it  surpasses  them.  Since  1962, 
for  instance,  earnings  per  share  have 
increased  a  good  388%,  while  return 
on  equity  has  averaged  almost  20%. 

Added  Dividends.  As  Malozemoff 
sees  it,  there  are  a  number  of  advan- 
tages to  Newmont's  peculiar  style  of 
operation.  For  one  thing,  an  invest- 
ment approach  spreads  the  risks  in  an 
industry  where  the  capital  costs  of  de- 
veloping new  mines  are  staggering.  In 
most  ventures  Newmont  and  its  part- 
ners put  up  only  a  relatively  small 
amount  of  equity  capital — $34.7  mil- 
lion in  the  $103-million  Palabora  cop- 
per   project,    for    instance — and    the 


THE  WORLD  OF  NEWMONT 


Principal 
Products 


Cost  or    1967  Dividends 
Market      Received  by 
Value         Newmont 


COMPANIES  THAT  NEWMONT  CONTROLS  OR  MANAGES 


(millions) 


Atlantic  Cement 
Carlin  Gold  Mining 
Dawn  Mining  Co. 
Granduc  Operating  Co. 
Idarado  Mining  Co. 
Magma  Copper  Co. 
Newmont  Oil  Co. 
Newmont  Overseas  Petrol. 
O'okiep  Copper  Co.  Ltd. 
Sherritt  Gordon  Mines  Ltd. 
Similkameen  Mining  Co.  Ltd. 
Tsumeb  Corp.  Ltd. 


cement 

gold 

uranium 

copper 

copper,  zinc,  lead 

copper 

oil,  gas 

oil 

copper 

nickel,  copper,  zinc 

copper 

copper 


$    7.4 
10.0 

0.2 
16.5 

2.1 

194.4* 

19.6 

1.1 
74.5* 
17.8* 
10.6 

0.8* 


COMPANIES  IN  WHICH  IT  HAS  MAJOR   INTERESTS 


Atlas  Cons.  Mining  &  Dev. 
Continental  Oil 
Cyprus  Mines 
international  Nickel 
Phelps  Dodge 
St.  Joseph  Lead 
Transcon.  Gas  Pipe  Line 


copper 

oil 

copper,  pyrites 

nickel,  copper 

copper 

lead,  zinc 

gas  pipe  line 


8.2* 

80.9* 

18.0* 

5.9* 

8.5* 

14.3* 


4.7 
0.1 

1.4 
12.1 

1.0 

1.2 
10.2 

0.8 

6.3 


Canadian  Export  Gas  &  Oil 

oil,  gas 

10,4* 

Cassiar  Asbestos  Corp. 

asbestos 

11.4* 

0.4 

Foote  Mineral 

lithium,  vanadium 

21.4* 

0.2 

Highveld  Steel  &  Vanadium 

steel,  vanadium 

9.7 

Palabora  Holdings  Ltd. 

holding  company 

93.0* 

2.0 

Palabora  Mining  Co.  Ltd. 

copper 

9.5* 

0.8 

Southern  Peru  Copper 

copper 

3.6 

4.7 

COMPANIES  IN  WHICH  IT  HAS 

AN   INVESTMENT 

POSITION 

1.0 
2.7 
0.6 
0.2 
0.5 
1.0 


7.0*      0.3 


Percentage  , 

Owned  by     Sales 
Newmont 


1967 
-Operations 


Net  Income 


50.0% 
100.0 

51.0 
100,0 

80.1 

80.6 
100.0 
100.0 

57.5 

37.6 
100.0 

29.2 


8.2^ 

4.3 

6.3 

0.2 

1.2 

7.9 

1.6 


(millions) 


NA         $    7.0d 
11.8  4.8 

suspended  operations 
not  yet  in  operation 
9.9 


not 


70.5 
8.1 

NA 
43.1 
49.4t 
yet  in 
63.4 


1.8 

12.2 

2.2 

NA 

15.2 
5.4t 
operation 
21.3 


19.1 

2.2t         0.1 

13.9 

20.8t         4.2t 

19,8 

82.9           2.6 

14.5 

not  yet  in  operation 

37.5 

NA            NA 

2.7 

89.5          51.6 

10.3 

owned  jointly 

Current 
Price 


-Stock  Data- 

1367-68 

Price  Range 


Where 
Traded 


owned  jointly  with  Cerro 


613/4 


65 


49V8        NYSE 


1051/4        1493/4—100 
470  5.75—  3.85 

owned  jointly  with  Amax 


ASE 
TOR 


5-9/16        8-13/16-2-15/16  ASE 
15  18    —14%  TOR 

27%  377/8—231/2  NYSE 


owned  jointly  with  Amax,  Rio  Tinto 
NA  NA  NA  JSE 


owned  jointly  with  Asarco,  Phelps  Dodge,  Cerro 


125.6 
2,082.8 
64.6 
713.2 
509.8 
129.0 
290.4 


50.5 
136.1 
20.1 
141.8 
50.4 
21.6 
41.8 


25^2 
69 
52 1/2 
111 
63 
43 
18 


28%-  19% 
81  Va-  63% 
62y2—  32% 
119%—  833/8 
80  —  59V2 
46%—  38 
19y8-  151/4 


•Market  value  end  of  1967,     tin  Canadian  dollars.    d-Deflclt.     NA-Not  available.    TOR-Toronto  Stock  Exchange.     JSE-Johannesburg  Stock  Exchange. 


ASE 
NYSE 
NYSE 
NYSE 
NYSE 
NYSE 

OTC 
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TEXACO  BELIEVES 

in  clean  air- 
a  birtliriglit  to  reclaim. 


As  America  industrialized  and 
urbanized,  Annericans  gained 
comforts  that  today  dazzle  the 
world.  But  the  gains  often 
have  meant  losses.  One  of  the 
great  losses  has  been  that  of 
an  invisible,  invaluable  asset: 
clean  air. 

What  was  once  a  cause  for 
vague  concern  has  become  a 
pressing  national  problem, 
and  both  industry  and  govern- 
ment are  earnestly  trying  to 
solve  it.  In  fact,  American  in- 
dustry now  is  undertaking  a 
mammoth  drive  to  clear  the 
air  wherever  it  can. 

At  Texaco,  air  conservation 
has  long  been  the  object  of 
great  care  and  considerable  expense.  Every  step 
of  the  refining  process  is  carefully  watched  and 
controlled  in  the  interests  of  air  conservation.  All 
distributing  facilities  are  designed  to  keep  prod- 
uct vapors  out  of  the  air:  pressure  and  vacuum 
relief  vent  valves  on  storage  tanks,  vapor-reduc- 
tion devices  on  tank-truck  loading  racks,  under- 
ground storage  at  service  stations,  floating  roofs 
for  above-ground  storage,  pumps  with  mechani- 
cal seals,  automatic  shutoff  systems  at  delivery 
points.  Research  studies  are  aimed  at  reducing 
smoke  and  odor,  at  removing  sul- 
phur impurities  from  petroleum 
fuels,  at  reducing  automotive 
emissions,  indeed,  at  ascertaining 
the  very  nature  of  combustion  in 


TEXACO 


the  interest  of  clearing  the  air. 
Out  of  all  the  research,  dis- 
cussion, and  investment,  one 
fact  that  perhaps  overrides  all 
others  has  emerged.  There  is 
no  single  cause  of  air  pollu- 
tion. There  is  no  single  sub- 
stance, or  industry,  orweather 
condition,  that  can  be  pin- 
pointed for  all  the  blame.  Air 
pollution  involves  a  whole  set 
of  interrelated  causal  factors 
that  include  weather,  topo- 
graphy, population  density,  liq- 
uid evaporation,  and  combus- 
tive  wastes  ranging  from  burn- 
ing leaves  to  atomic  ash. 
What  this  means  is  that 
_    there  is  no  single,  simple  for- 
mula for  conserving  clean  air.  Together  with  the 
whole  petroleum  industry,  Texaco  will  continue 
to  contribute  to  conservation  research,  and  will 
continue  to  make  large  investments  aimed  at  con- 
trolling undesirable  emissions  into  the  air.  But 
one  company,  or  one  industry,  will  not  solve  the 
total  air  conservation  problem. 

What  is  needed  is  more  experience  with  pres- 
ent air  conservation  methods,  more  research  into 
the  causes  and  cures  of  different  types  of  pollu- 
lution,  and  application  of  these  methods  to  the 
individual  problems  in  this  coun- 
try's urban  and  industrial  areas. 
When  we  have  arrived  at  that 
combination,  we  will  begin  to 
breathe  easier. 
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subsidiary  borrows  the  rest.  Thus  the 
major  risk  is  shifted  from  the  parent 
company  to  the  operating  subsidiary. 
Then,  too,  as  an  investment  rather  than 
an  operating  company,  Newmont  de- 
rives its  income  in  the  form  of  divi- 
dends rather  than  operating  profits  and 
dividends  generally  fluctuate  less  wide- 
ly than  operating  profits.  For  this  rea- 
son Newmont's  earnings  are  generally 
less  volatile  than  those  of  operating 
companies.  Subsidiary  boards  set  div- 
idend policy,  of  course,  but  Malozem- 
off  himself  sits  on  the  boards  of  17 
Newmont-associated  companies,  and 
unquestionably  plays  a  major  role  in 
determining  what  dividends  are  to  be 
remitted. 

Take  last  year,  for  example.  New- 
mont depends  upon  copper  for  over 
50%  of  its  net,  but  in  a  year  when 
most  copper  companies  were  reporting 
earnings  declines  of  25%  to  30%, 
Newmont's  reported  earnings  were 
up  5%.  Actually  most  of  Newmont's 
mines  had  been  hard  hit:  On  a  con- 
solidated basis,  Newmont's  earnings 
declined  22%. 

A  large  proportion  of  Newmont's 


In  mining  circles,  Newmont  Min- 
ing's President  and  Chairman  Plato 
Malozemoff  is  considered  an  astute 
and  hard-headed  mining  and  busi- 
ness tactician.  A  Russian-born  but 
American-educated  mining  engi- 
neer, Malozemoff  learned  the  busi- 
ness from  the  ground  up  in  places 
like  Alaska,  California,  South 
America  and  Costa  Rica,  wound 
up  in  the  U.S.  Government's  Stra- 
tegic Metals  Program  during  the 
war.  In  1945  he  landed  at  New- 
mont; and  within  nine  years,  at  age 
44,  he  was  president. 

For  Newmont,  Malozemoff's 
boldness  and  bargaining  skill  have 
paid  off  handsomely,  but  his  out- 
spokenness and  his  iconoclastic 
outlook  have  raised  many  a  hackle 
in  the  mining  community.  In  an 
interview  with  Forbes  last  month 
Malozemofi"  talked  freely  about  his 
company  and  his  industry  in  his 
usual  blunt  style. 

On  Changes  in  Mining: 

The  only  new  thing  I  see  on  the 
horizon  is  the  interest  of  the  oil 
industry  in  mining.  This  is  still  in 
the  infancy  stage,  and  how  impor- 
tant it  will  become  1  don't  know. 
The  only  substantial  step  in  that 
direction  has  been  taken  by  Cities 
Service  with  its  acquisition  of  Ten- 
nessee Corp. 

There  is  a  tendency  toward  the 
aggregation  of  larger  units  within 
the  industry,  partly  because  of  the 
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copper  income  comes  from  its  invest- 
ments in  African  producers  like 
O'okiep,  Tsumeb  and  Palabora,  which 
were  not  affected  by  the  U.S.  copper 
strike.  But  the  earnings  of  both 
O'okiep  and  Tsumeb  were  off  because 
of  higher  costs,  lower  metal  output 
and  softer  prices.  Both  companies  cut 
their  dividends  last  year.  Even  an  in- 
creased dividend  from  Palabora,  which 
went  into  operation  in  1966,  was  not 
enough  to  offset  the  over-all  decline.  In 
the  U.S.,  on  the  other  hand,  New- 
mont's Magma  Copper  subsidiary  was 
shut  down  by  the  strike  in  July.  Yet, 
though  earnings  for  the  year  declined 
55%,  Magma's  board — dominated  by 
Malozemoff  and  four  other  Newmont 
executives — upped  its  dividend  from 
$3.05  to  $3.60  per  share.  The  result 
was  that  the  dividends  Newmont  re- 
ceived rose  18%,  and  with  them  rose 
its  reported  earnings  per  share. 

There  is,  of  course,  no  magic  in  this 
formula.  It  is  mere  bookkeeping,  and 
it  does  not  insulate  Newmont's  sub- 
sidiaries from  the  ups  and  downs  of 
their  industries.  Recently  both  The 
New  York  Times  and  The  Value  Line 


■  PLATO'S  PERSPECTIVE- 

competition  for  new  properties  and 
partly  because  of  the  rising  cost  of 
mounting  new  ventures.  These 
days  it  is  much  more  difficult  to 
find  a  prospect;  the  methods  used 
to  find  them  are  much  more  so- 
phisticated; and  therefore  the  mon- 
ey required  for  exploration  is  much 
greater  than  in  the  past.  The  small, 
thinly  financed  company  just  can- 
not afford  this  kind  of  exploration. 
On  Mining  Management: 
In  the  metals  and  mining  indus- 
try, as  in  any  other,  management 
is  the  main  factor  that  makes  one 


Investment  Survey  have  suggested  that 
Newmont's  method  of  reporting  makes 
its  earnings  stability  look  better  than 
it  really  is.  The  criticism  is  more  than 
a  little  unfair:  Newmont  has  always 
been  conservative  in  its  reporting. 
Over  the  past  five  years,  for  example, 
it  earned  a  total  of  $22.81  a  share  on  a 
consolidated  basis,  but  reported  only 
$h7.59  a  share.  In  a  relatively  poor 
year  like  1967,  Newmont,  in  effect, 
simply  picked  up  some  of  these  previ- 
ously unconsolidated  earnings.  "After 
all,"  says  Malozemoff,  "Magma's  cash 
accumulation  was  excessive,  and  we 
didn't  know  what  else  to  do  with  it. 

"This  is  a  considered  decision,"  he 
adds.  "In  our  case,  a  consolidated 
figure  would  be  meaningless,  because 
over  50%  of  our  income  is  derived 
from  less-than-50%  -owned  subsidi- 
aries, and  we  can't  consolidate  those. 
We  do  report  our  equity  in  the  undis-  I 
tributed  earnings  of  subsidiaries,  and 
anybody  who  wants  a  consolidated 
figure  can  just  add  them  on." 

Basics  of  Success.  In  the  end,  of 
course,  the  foundation  of  Newmont's 
success^  as  with  any  mining  company, 


company  better  than  another.  The 
truth  is  that  mining  does  require  an 
extra  spark  that  manufacturing 
doesn't.  It  is  also  true  that  it 
doesn't  take  any  special  genius  to 
run  a  good  operation,  although  it 
does  take  managerial  competence. 
But  a  very  large,  very  profitable 
mine  can  lay  the  foundation  of  suc- 
cess for  many  years  to  come,  so 
that  if  a  company  is  run  well,  it  can 
continue  to  be  successful  for  gen- 
erations, regardless  of  the  varia- 
tions in  the  quality  of  management. 
What  distinguishes  unusually  good 
management  is  its  ability  to  recog- 
nize and  to  find  a  mine  that  makes 
for  an  extraordinarily  successful 
operation. 

On  Risks  in  Mining: 
I  don't  really  know  how  you 
make  a  real  mistake  in  mining.  Bad 
judgment.  I  guess,  in  evaluating 
things.  There  is  a  certain  amount 
of  good  fortune  involved  in  mining, 
but  it  is  not  necessary  to  gamble  if 
you  evaluate  every  step  in  the  de- 
velopment of  a  mine  in  terms  of 
the  best  knowhow  available.  Some- 
times we  use  our  own  people,  some- 
times consultants,  sometimes  con- 
tractors; sometimes  we  call  in 
outsiders  to  check  our  own  evalua- 
tions. When  you  have  finally  so 
evaluated,  so  analyzed,  so  tested 
the  properties  that  there  is  no  risk 
of  failure,  then  you  go  ahead  and 
venture  large  capital. 
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when  true  value  is  complicated  by  current  conditions... 

For  acquisition,  merger,  sale,  acquisition  in  enninent 
domain,  allocation  of  purchase  price,  taxes,  accounting 
for  property,  plant  and  equipment,  rate  making,  financing, 
depreciation  rates,  investment  tax  credit,  or  insurance 
purposes,  competent,  experienced  valuation  counsel 
can  be  of  significant  service. 


Consultants  in  Valuation  since  1896. 

Th«  American  Appraisal  Company.  Milwaukee,  Wisconsin  53201 
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Why  is  one  of  the 
youngest  investment 

firms  also  one  of 
the  largest? 

Ask  any  one  of  our 
500,000  clients. 


As  investment  firms  go,  Francis  I.  duPont  &  Co.  is  a 
youngster.  Being  founded  in  1931  makes  us,  in  fact,  one 
of  the  youngest  of  the  major  brokerage  houses. 

Rapid  growth  calls  for  vitality  and  a  contemporary 
approach  to  investment  service.  We  offer  a  constant 
flow  of  fresh  ideas,  research-in-depth,  a  finely  tuned 
sense  of  anticipation,  and  a  fierce,  personal  dedication 
to  all  of  our  500,000  clients  —  for  those  who've  "made 
it"  and  those  who'd  like  to. 

No  one  can  make  promises  about  the  stock  market,  of 
course.  We  do  promise,  however,  to  put  our  considerable 
experience,  facilities  and  talent  at  your  disposal  with 
the  sole  purpose  of  making  your  money  make  money. 
It's  axiomatic  that  we  don't  grow  unless  our  clients  do. 
So  in  a  very  real  sense,  your  investment  success  is  our 
business. 

An  example  of  our  personal  but  objective  approach 
to  investing  is  our  concise  20-page  booklet,  What  Tax- 
Free  Bonds  Can  Mean  To  You.  Assuming  you're  in  an 
income  tax  bracket  of  32%  or  above,  this  booklet  can 
help  you  save  money  on  federal  income  taxes,  often  on 
state  and  local  income  taxes  as  well. 

A  copy  of  What  Tax-Free  Bonds  Can  Mean  To  You 
is  yours  with  our  compliments.  Just  phone  or  drop  in  to 
one  of  our  offices.  Or  write:  Francis  I.  duPont  &  Co., 
Dept.  F,  PO.Box  833,  Wall  Street  Station,  New  York, 
N.Y.  10005. 
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FRANCIS  I.  duPONT  &  CO. 

Your  investment  success  is  our  business 

OVER  100  OFFICES  IN  THE  U.S.  CANADA  AND  ABROAD  MEMBERS  NY 
STOCK  EXCHANGE.  PRINCIPAL  SECURITY  AND  COMMODITY  EXCHANGES 
ADMINISTRATIVE  OFFICES:  ONE  WALL  STREET  NY  TEL:  212-344-2000 


is  not  its  financial  structure  but  its 
mines.  Fortunately,  Newmont  has  had 
its  share  of  successful  ones — most  re- 
cently, for  instance,  the  Carlin  Gold 
Mine.  Newmont's  geologists  found 
Carlin  in  1963  in  an  area  of  north- 
eastern Nevada  that  had  already  been 
thoroughly  combed  over  by  many  of 
the  companies  in  the  business.  The  re- 
suh  was  the  lowest-cost  gold  mine  in 
the  V^estern  hemisphere.  Carlin  went 
•into  operation  in  early  1965,  and  eight 
months  later  dividends  began  rolling 
in — almost  $8  million  so  far  on  a  $10- 
million  investment — and  by  the  end  of 
this  year  when  the  mine  will  have  paid 
for  itself,  Carlin  will  still  have  close  to 
eight  years  left  of  life. 

Not  all  of  Newmont's  ventures  have 
paid  off,  of  course.  A  $1  million  in- 
vestment in  a  nickel  operation  went 
sour  when  a  drop  in  nickel  prices  cut 
the  ground  out  from  under  it.  And 
Newmont's  $22-million  stake  in  At- 
lantic Cement  has  yet  to  yield  a 
nickel,  after  5  years  of  operation.  Nor 
has  Newmont's  $20-million  excursion 
into  oil  and  gas  exploration  paid  off 
appreciably.  "You  have  to  be  patient 
in  this  business,"  says  Malozemoff.  "In 
some  ventures  the  payoff  is  not  as  fast 
as  in  others." 

Thus  Malozemoff  is  already  laying 
the  ground  for  Newmont's  future 
profits.  Three  promising  copper  dis- 
coveries are  under  various  stages  of 
investigation:  Granduc  Mining,  a  $16- 
million  copper  mine  in  British  Colum- 
bia, should  go  into  production  next 
year  after  3'/2  years  of  development; 
and  Newmont's  investment  portfolio 
has  extended  its  tentacles  into  Foote 
Minerals  (lithium)  and  South  Africa's 
Highveld  Steel  &  Vanadium.  Most  im- 
portant of  all,  perhaps,  Magma  Copper 
a  few  weeks  ago  acquired  the  Quin- 
tana  Minerals  copper  property  next  to 
its  San  Manuel  mine,  an  acquisition 
that  will  more  than  double  Magma's 
existing  ore  reserves.  "This  is  one  of 
the  most  exciting  acquisitions  in  the 
history  of  Newmont,"  Malozemoff 
says.  "It  could  well  prove  the  largest 
single  ore  body  we've  ever  acquired  by 
purchase.  The  San  Manuel  mine  has 
been  developed  to  its  maximum  capa- 
bility— it's  at  the  apogee  of  its  growth, 
you  might  say — now  all  of  a  sudden 
you  have  a  new  ore  body." 

Which  is  one  reason  why  Newmont 
has  one  of  the  best  records  in  the 
whole  mining  industry.  Last  year's 
gains  may  have  been  more  apparent 
than  real,  but  there's  no  arguing  with 
the  long-term  record:  Its  net  asset 
value  alone  has  soared  from  $30.04  a 
share  to  $74.74  since  1962.  There's  a 
maxim  in  the  mining  industry  that 
good  mines  make  good  managers.  At 
Newmont  the  record  suggests  that  it 
works  the  other  way  around  too.   ■ 
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An  expose 
of  Textron. 


There's  a  lot  of  talk  about  multi-market  companies  these  days.  Their  growth 
has  been  impressive,  but  what  about  their  future? 

We  pioneered  the  form  and  we  know  it  works.  We  know  in  which  areas  a  multi-market 
company  should  be  aggressive.  And  in  which  areas  it  should  be  conservative. 

And  we  practice  what  we  preach. 

But  can  we  prove  it?  That's  what  we  asked  ourselves.  And  we  came  up  with  the  answer. 

Instead  of  an  ordinary  annual  report  this  year,  we're  offering  an  in-depth  conversation 
between  us  and  leading  security  analysts.  We  invited  them  to  get  tough  with  us.  To 
question  our  management  philosophy,  acquisition  policy,  financial  controls,  future 
products.  Even  our  accounting  procedures.  In  short,  anything  and  everything  about  us. 

Fourteen  Textron  officers  sat  down  with  tape  recorders  and  gave  the  answers. 

We  bound  the  questions  and  answers  with  some  pretty  good  figures.  Like 
our  '67  sales.  $1 .4  billion.  And  our  net  income.  $61 .5  million.  And  our  return 
on  common  shareholders'  investment.  20%.  All  new  highs. 

When  we  were  through,  we  had  an  x-ray  of  a  new  kind  of  company.  And  how 
it  should  and  does  work. 

For  a  copy,  write:  Textron,  10  Dorrance  Street,  Providence,  Rhode  Island,  02903. 


Unique.  Surinam  boasts  the 
only  single-location  integrated 
aluminum  complex  in  the 
world— a  dam  and  150,000- 
kw  power  station  (below),  an 
800,000-ton  alumina  refinery 
and    a    150,000-ton    smelter. 


A/oca  in  Surinam 

Both  the  U.S.  investor  and  the  host  country  benefit  from  Alcoa's 
huge  investment  in  Surinam.  But  even  the  most  beneficial 
partnership  can  be  complicated  when  one  partner  is  a  small 
underdeveloped  country  and  the  other  a  giant  U.S.  corporation. 


Investing  in  a  less-developed  country 
by  American  business  can  be  beneficial 
to  both  parties,  but  it  can  also  be  a 
trying,  complicated  experience.  No 
one  knows  this  better  than  gangling. 
North  Carolina-born  Waldo  Porter. 
53,  managing  director  of  Suralco,  a 
major  subsidiary  of  the  giant  Alumi- 
num Co.  of  America. 

Even  in  the  context  of  Alcoa's  $2 
billion  in  assets,  Suralco  is  big,  with 
$200  million  in  invested  capital.  But  in 
terms  of  the  South  American  host 
country — little  Surinam — Suralco  is 
gargantuan,  providing  25%  of  its  tax 
revenues  and  nearly  30%  of  its  $155- 
million  gross  national  product. 

Surinam  is  rich  in  low-cost  bauxite, 
the  ore  from  which  aluminum  is  made, 
and  Alcoa  has  a  concession  that  pro- 
vides 40%  of  its  total  bauxite  require- 
ments. Given  the  growth  in  prospect 
for  aluminum  consumption,  Alcoa's 
commitment  to  Surinam  is  likely  to 
expand  even  further.  "We  expect," 
Waldo  Porter  says,  "that  Surinam  will 
supply  40%  to  50%  of  our  needs  for 
the  foreseeable  future." 

Because  of  this  mutual  dependence, 
neither  Surinam  nor  Alcoa  has  felt 
free  to  ride  roughshod  over  the  aspi- 
rations of  the  other.  But  the  bargain- 
ing between  the  two  has  been  hard- 
nosed  all  the  same.  In  the  mid-Fifties, 
for  instance,  a  decade  or  so  before 
Suralco's  original  bauxite  mining  con- 
cession was  due  to  expire,  the  Surinam 
government  began  to  grow  restless  at 
being  merely  a  supplier  of  raw  ma- 
terials. It  proposed  that  Alcoa  build 
a  major  integrated  aluminum  com- 
plex in  Surinam.  Surinam,  after  all, 
needed  the  electric  power,  the  tax 
revenue  and  the  employment  such  a 
project  could  provide.  To  get  it,  it  was 
prepared  to  renew  Suralco's  mining 
concession  for  75  years  and  throw  in 
a  new  one  to  boot. 

Porter  admits  that  Alcoa  was  less 
than  enthusiastic  at  the  prospect  of 
building  a  smelter,  since  the  only  mar- 
ket in  sight  was  Europe.  But  Surinam, 
as  part  of  the  Kingdom  of  The  Nether- 
lands, did  have  access  to  the  European 
Common  Market,  and  Alcoa  wanted 
the  concession.  So  between  1959  and 
1965,  Alcoa  laid  out  $150  million  for 
a  dam,  alumina  refinery  and  smelter. 

The  smelter  has  yet  to  operate  at 
anything  like  full  capacity,  partly  be- 
cause a  drought  reduced  the  power 
supply.    But   the    alumina    refinery — 
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built  on  a  scale  to  serve  not  simply 
the  smelter  but  the  world  market  as 
well — has  been  so  successful  that 
Suralco  is  already  expanding  its  ca- 
pacity by  25%.  Alumina  production 
has  gone  from  nothing  to  538,082  tons 
in  three  years,  and  Surinam  alumina 
now  flows  north  to  Europe  and  the 
U.S. — to  Alcoa's  smelters  in  Van- 
couver, Wenatchee,  Wash,  and  Nor- 
way, as  well  as  to  Holland  and  to 
Phelps  Dodge's  U.S.  fabricating  op- 
erations. 

Round  Two.  Even  before  this  project 
was  completed,  an  electromagnetic 
survey  disclosed  a  massive  new  baux- 
ite deposit  in  the  Bakhuys  Mountains 
of  western  Surinam.  Surinam's  able 
and  imaginative  Prime  Minister,  Johan 
Adolph  Pengel,  52,  saw  still  another 
opportunity  to  give  the  Surinam  econ- 
omy a  shot  in  the  arm.  Pengel  called 
in.  as  his  special  adviser,  W.J.  van 
Bloomestein,  the  United  Nations  wa- 
ter-power expert  who  had  devised  the 
earlier  scheme,  and  asked  him  to  de- 
vise another  aluminum  project. 

Van  Bloomestein  came  up  with  an 
ambitious  scheme  for  building  an 
800,000-kw  hydroelectric  power  proj- 
ect and  a  200,000-ton  aluminum  smel- 
ter. Surinam  was  prepared  to  han- 
dle the  hydroelectric  end  itself,  but 
to  finance  it.  Pengel  needed  a  firm 
contract  for  power — and,  in  effect,  a 
commitment  to  build  the  aluminum 
smelter.  To  get  it,  Pengel  was  willing 
to  offer  the  promising  new  bauxite 
concession  in  the  Bakhuys  area. 

What  has  happened  since  illustrates 
the  problems  involved  in  dealings  be- 
tween a  giant  American  corporation 
and  a  small  country.  It  is  not  that 
Surinam  is  at  all  hostile  either  to 
Americans  or  to  free  enterprise.  But 
its  immediate  interests  are  not  neces- 
sarily those  of  Alcoa.  Surinam  is  in- 
terested in  jobs  and  in  foreign  ex- 
change; Alcoa  must  balance  the  needs 
and  opportunities  of  a  worldwide  busi- 
ness. As  Waldo  Porter  explains  it,  the 
notion  of  building  200.000  tons  of 
aluminum  capacity  for  the  European 
market  is  not  a  particularly  attractive 
one  at  the  moment.  Especially  when 
the  Swiss  have  just  completed  a  166.- 
000-ton  smelter  near  The  Hague  and 
when  the  British  appear  about  to  com- 
mit themselves  to  projects  involving  as 
much  as  300.000  tons  of  capacity. 
Then  too,  most  Suralco  officials  profess 
grave  doubts  about  the  quantity,  qual- 
ity and  economics  of  the  deposits  the 
government  has  put  on  the  block. 

But  Alcoa  realizes  its  responsibili- 
ties. In  partnership  with  Ormet,  Alcan 
and  Billiton,  a  Dutch  firm,  Alcoa  did 
make  a  proposal  last  year.  Though  it 
refused  to  commit  itself  to  a  power 
contract,  in  return  for  the  concession 
it  was  willing  to  undertake  an  explora- 
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Both  depend  on  the 

beneath-the-surface  investment  approach 

that  only  Barron's  offers. 


One  man  makes  more  than  twice 
as  much  as  another — yet  they 
both  read  Barron's.  Why?  Because 
only  Barron's  gives  them  invest- 
ment facts  they  can't  find  any- 
where else.  Because  Banon's  gives 
them  a  special  kind  of  coverage, 
with  an  unusual  degree  of  back- 
ground, that  enables  them  to  in- 
vest wisely. 

Barron's  is  more  than  a  business 
magazine,  financial  newsletter,  or 
investment  weekly.  It's  all  three 
combined  in  one,  plus  something 
more.  Written  for  those  who  make 
up  their  own  minds  about  their 
own  money,  Barron's  gives  in- 
depth  coverage  of  significant  eco- 
nomic, political  and  business 
events.  Barron's  readers  include 
74,090  corporate  directors  and 
16,456  executives  with  firms  whose 
gross  sales  top  8500,000,000  yearly 


— people  who  base  investment  de- 
cisions on  facts,  not  fancy. 

Barron's  brings  you  succinct, 
lucid  stories,  meaningful  informa- 
tion and  authoritative  opinion 
from  which  you  can  draw  hard- 
core investment  conclusions.  Bar- 
ron's covers  Wall  Street  and 
Washington.  Mergers  and  new 
products.  Management  strategy. 
Corporate  financing.  The  interna- 
tional scene.  Barron's  goes  where 
investment  news  is — and  is  about 
to  be  made. 

Not  like  a  daily  newspaper  or  a 
skim-through  magazine,  but  with 
a  special  outlook  keyed  to  readers 
for  whom  investments  are  a  very 
real  and  important  part  of  life.  To 
such  a  reader,  Barron's  brings  a 
unique  perspective — a  hard  look 
instead  of  a  glimpse  into  the  fac- 
tors, people,  and  events  that  affect 


values  of  stocks,  bonds,  real  estate, 
commodities — all  investments. 

Whether  your  investment  hold- 
ings are  large  or  small,  you  should 
become  a  Barron's  reader.  See  for 
yourself  how  this  unique  weekly 
can  give  you  money-making  in- 
sights you  are  not  likely  to  find 
anyplace  else. 

Barron's  is  50^  a  copy  at  most 
newsstands;  $18  for  a  year's  sub- 
scription. Try  it,  and  you'll  agree 
— ycu  should  be  reading  Barron's 
every  week. 


BARRON'S 

National  Business  and  Financial  Weekly 

A  Dow  Jones  Publication 

30  Broad  Street,  New  York,  N.  Y.  10004 
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tion  program — not  only  in  the 
Bakhuys  area  but  in  Surinam's  largely 
unexplored  coastal  plain  as  well. 

The  Surinam  government  promptly 
rejected  the  Alcoa  group's  proposal. 
"The  Alcoa  group  says,  'If  we  get  all 
the  bauxite  rights,  we  will  consider 
buying  power,'  "  says  van  Bloomestein. 
"Well,  we  turned  them  down.  We 
don't  intend  to  give  away  everything 
we've  got.  We  want  to  do  something 
with  this  country." 

Surinam  then  invited  Reynolds,  Kai- 
ser and  France's  Pechiney  to  make  pro- 
posals of  their  own.  As  Surinam  officials 
see  it,  if  another  major  producer  should 
take  a  major  stake  in  the  country, 
Surinam's  bargaining  power  with  both 


would  be  enhanced.  "Alcoa  is  worried," 
says  van  Bloomestein  bluntly,  "that  its 
monopoly  power  will  be  broken." 

So  far  Alcoa  has  stood  firm.  "They 
came  to  us  a  decade  ago,"  Porter 
says  wearily,  "ana  they  said,  'Look 
you've  got  these  two  bauxite  deposits, 
one  here  at  Paranam  and  the  other  at 
Moengo.  You  build  that  dam  and 
smelter,  and  we'll  give  you  another 
concession.'  We  said  all  right,  and  they 
gave  us  a  concession  that  amounted 
to  practically  a  quarter  of  the  coun- 
try. The  trouble  was  we  found  hardly 
any  bauxite  there  at  all.  Now  they're 
trying   to  do  the  same  thing   again." 

A  Game  at  Chess.  So  far  Surinam's 
efforts  to  get  a  firm  power  commit- 


ment from  somebody  else  have  barely 
gotten  off  the  ground.  Reynolds  made 
a  proposal  last  winter,  but  in  the  end 
all  it  proposed  was  to  explore  for 
bauxite  in  the  Bakhuys  area  and  along 
the  coastal  plain.  And  Kaiser  and 
Pechiney,  who  decided  to  act  in  con- 
cert, are  not  even  that  far  along. 

As  long  as  Surinam  continues  to 
be  ^  run  by  a  moderate,  responsible 
government,  the  chances  are  that  the 
whole  affair  will  be  worked  out  in 
•time,  with  each  side  giving  a  bit.  After 
all,  Surinam  needs  Alcoa  and  Alcoa, 
for  its  part,  is  hostage  to  the  tune  of 
$200  million.  The  course  of  investing 
in  less-developed  countries,  however, 
never  was  and  never  will  be  smooth.  ■ 


Surinam,  a  former  Dutch  colony 
on  the  north  coast  of  South  Ameri- 
ca, was  once  known  as  Dutch 
Guiana.  But  where  most  former 
colonies  have  broken  sharply  with 
their  old  colonial  masters,  Surinam 
remains  tied  to  Holland  as  a  co- 
equal member  of  the  Kingdom  of 
The  Netherlands,  along  with  Hol- 
land and  The  Netherlands  Antilles. 

Holland  no  longer  derives  any  sig- 
nificant economic  benefit  from  Suri- 
nam, but  the  Dutch  retain  the  tie 
because  of  its  prestige  and  because, 
as  Surinamers  say,  the  Dutch 
Queen  still  feels  responsible  for  the 
land  whose  Marienburg  sugar  plan- 
tation helped  make  her  one  of  the 
richest  women  in  the  world.  Though 
Surinam  politicians  like  to  threaten 
independence,  they  do  so  mainly  for 
local  consumption.  Surinam  is  al- 
ready autonomous  in  all  but  defense 
and  foreign  affairs,  and  in  eco- 
nomic terms  it  has  more  to  lose  by 
independence  than  it  has  to  gain. 

Holland  continues  to  funnel 
over  $10  million  in  aid  into  the 
country  every  year,  and  if  Surinam 
became  independent,  that  aid  would 
be  cut  off.  But  even  independence 
would  not  cost  Surinam  its  biggest 
advantage:  its  status  as  an  associate 
member  of  the  Common  Market,  a 
position  that  permits  it  to  trade  in 
the  Common  Market  on  the  same 
basis  as  member  countries.  And  this 
should  make  Surinam  increasingly 
attractive  as  a  route  for  entering 
the  Common  Market  on  very  favor- 
able terms. 

Population  &  Poverty.  A  wild 
and  tropical  country  about  the  size 
of  New  England,  Surinam  was  dis- 
covered by  the  Spaniards,  occupied 
by  the  British  and  colonized  by 
the  Dutch.  The  Dutch  brought  in 
African   slaves   to  work   the  sugar 
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plantations  and  later,  after  slavery 
was  abolished  in  1863,  free  labor 
from  British  India  and  the  Dutch 
East  Indies.  The  result  is  a  multi- 
racial society  of  dazzling  variety, 
made  up  of  Creoles  (35%  of  the 
population),  East  Indians  (35%), 
Indonesians  (15%),  Amerindians 
and  Bush  Negroes  (10%)  and  Eu- 
ropeans and  Chinese  (5%).  What 
is  remarkable  is  that,  despite  this 
diversity  of  peoples  and  cultures, 
Surinam  is  basically  Dutch  in 
character,  not  only  in  its  language 
and  in  its  diking  and  drainage  sys- 
tems, but  also  in  its  high  (70%) 
literacy  rate,  its  parliamentary  po- 
litical system  and  its  determination 
to  pull  itself  up  by  its  bootstraps. 

Like  most  other  developing  coun- 
tries, Surinam  is  confronted  with 
two  basic  problems:  population  and 
poverty.  With  only  10%  of  its  380,- 
000  population  unemployed,  pov- 
erty is  not  yet  the  problem  in 
Surinam  that  it  has  become  in  most 
Latin  American  countries,  but  Suri- 
nam's population,  which  is  growing 
at  a  rate  of  3.5%  to  4%  a  year,  is 
one  of  the  most  explosive  in  the 
world.  Only  an  even  more  ex- 
plosive expansion  in  the  Surinam 
economy — powered  largely  by  the 
aluminum  industry — has  prevented 
poverty  from  becoming  a  major 
problem.  This  is  why  Prime  Min- 
ister Pengel  has  been  so  vigorously 
pushing  the  general  industrial  de- 
velopment of  his  country. 

Unlike  many  underdeveloped 
countries,  Surinam  does  have  natu- 
ral resources  in  abundance — baux- 
ite and  water  power,  of  course;  an 
enormous  forest  reserve  that  com- 
prises roughly  80%  of  the  coun- 
try; and  a  multitude  of  other  min- 
erals, including  iron  ore.  But  mining 
requires  capital  rather  than  labor. 


and  considering  that  nearly  half  of 
Surinam's  population  is  under  the 
age  of  15,  what  the  country  needs 
most  of  all  is  jobs.  Meanwhile,  in  ag- 
riculture, which  employs  a  third  of 
the  work  force,  efficiency  is  low,  and 
though  Surinam's  rice,  sugar,  ba- 
nana, citrus,  coffee  and  cocoa  output 
have  considerable  export  potential, 
its  great  plantations  are  falling  into 
ruins,  victims  of  rising  labor  costs. 

Dreams  &  Realities.  Thus,  as 
most  Surinam  officials  see  it,  Suri- 
nam's best  hope  is  to  persuade  out- 
side corporations,  primarily  from 
the  U.S.,  to  set  up  manufacturing 
facilities  in  the  country  to  capitalize 
on  Surinam's  duty-free  access  to 
the  European  Common  Market. 

Over  the  past  decade,  for  in- 
stance, the  American-owned  Suri- 
name  American  Industries  has 
creased  a  whole  new  shrimp  in- 
dustry, whose  output  is  now  mar- 
keted in  the  U.S.  under  the  Royal 
Dutch  label.  Holland's  Bruynzeel 
Lumber  has  built  a  sawmill,  par- 
ticleboard  and  plywood  mills  that 
serve  the  local  and  European  mar- 
kets, and  with  Weyerhaeuser  it  is 
now  exploring  the  feasibility  of 
building  a  major  pulp  and  paper 
mill  in  Surinam.  St.  Regis  recently 
opened  a  corrugated  box  plant  to 
serve  Surinam's  agricultural  and 
lumber  industries,  while  ITT  is 
building  an  assembly  plant  for  the 
production  of  telecommunications 
equipment  to  be  sold  in  the  U.S., 
Caribbean  and  Common  Market. 

What  is  so  frustrating  is  that 
Surinamers  realize  correctly  that 
their  country  is  potentially  enor- 
mously rich,  and  that  but  for  an 
accident  of  time  or  geography,  it 
could  become  so  tomorrow. 

The  problem,  of  course,  is 
making  tomorrow  come — in   time. 
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Whose  Hand  on  the  Wheel? 

Electrical  utilities,  thitherto  a  preserve  for  state  regula- 
tion, may  be  /n  for  a  bigger  dose  of  federal  controls. 


One  of  the  last  strongholds  of  state 
— as  opposed  to  federal — regulation  is 
under  attack.  Echoes  of  the  uproar 
that  followed  the  Great  Blackout  of 
November  1965  in  the  Northeast  still 
are  reverberating  through  Congress; 
and  the  result  could  well  place  the 
electric  power  industry  under  more 
stringent  federal  regulation. 

Twenty-nine  power  failures  have 
occurred  since  the  Great  Blackout,  in- 
cluding one  that  plunged  parts  of 
Pennsylvania.  New  Jersey  and  Mary- 
land into  darkness  in  June  1967;  and 
Congress  has  reacted  normally  by  say- 
ing. "We  need  a  law." 

The  industry,  just  as  aware  as  Con- 
gress of  the  need  for  reliable  power  in 
a  nation  whose  very  life  depends  on 
electricity,  contends  that  a  law  would 
do  more  harm  than  good.  The  ques- 
tion is  arguable  but  the  fact  remains: 
In  the  present  mood  of  Congress,  an- 
other major  power  failure  would  al- 
most guarantee  passage  of  a  new, 
tough  regulatory  bill. 

President  Johnson  already  has  ad- 
vocated such  legislation:  in  his  con- 
sumer message  to  Congress  this  (and 
last)  year  and  in  his  State  of  the  Un- 
ion message  last  year.  Of  several  bills 
introduced,  the  ones  given  greatest 
chance  for  passage  are  identical  bills 
named  The  Electric  Power  Reliability 
Act  sponsored  in  the  House  by  13  rep- 
resentatives and  in  the  Senate  by  Dem- 
ocrat Edmund  S.  Muskie  of  Maine 
and  18  other  senators.  These  bills 
would  set  up  regional  councils  of  vary- 
ing size  depending  upon  the  power 
supply  characteristics  of  an  area.  Rep- 
resentatives of  all  utilities,  large  and 
small,  in  any  region  would  sit  on  these 
councils.  A  typical  council  might  link, 
sav.  New  York  and  New  England. 

The  councils'  primary  responsibility 
would  be  to  establish  criteria  for  pow- 
er reliability  in  the  regions  and  there- 
fore plan  for  construction  of  facilities 
necessary  to  meet  anticipated  power 
demands.  These  plans  would  be  sub- 
ject to  approval,  modification  or  dis- 
approval by  the  Federal  Power  Com- 
mission. The  FPC  would  thereby 
become  in  effect  the  central  planning 
agency  for  the  expansion  and  integra- 
tion of  the  nation's  electric  utility 
industry.  Today  the  FPC  can  raise  its 
voice  only  when  a  state  public  service 
commission  complains  that  a  certain 
utility's  services  are  inadequate. 

Donald  C.  Cook,  president  of  Amer- 
ican Electric  Power  Co.,  one  of  the 
largest  and  most  efficient  of  U.S.  pow- 
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er  companies,  agrees  that  there  is  a 
problem,  but  he  has  a  different  solu- 
tion. He  would  like  to  see  small  region- 
al companies  merged  into  giant  utilities 
like  his  own  $524-million  company, 
which  covers  the  central  U.S.  from 
West  Virginia  to  Illinois  and  from 
Michigan  to  Tennessee.  Says  Cook: 
"Passage  of  this  bill  would  be  an  un- 
mitigated disaster." 

Cook  envisions  the  day  when  all 
the  nation's  electric  power  will  be  pro- 
vided by  perhaps  a  dozen  large  sys- 
tems, instead  of  the  present  3.671. 
And  he  believes  the  Reliability  bill 
will  delay  the  coming  of  that  day. 
Nearly  all  U.S.  electric  power  is  gen- 
erated by  just  136  of  the  present  3,617 
utilities.  Most  of  the  remainder  buy 
power  from  the  big  companies  at  rates 
fixed  by  the  FPC.  Often  they  feel  no 
urgency  to  build  larger  plants  or  intro- 
duce new  technology,  but  merely  wait 
to  cash  in  on  the  economies  effected 
by  the  big  companies. 

Cook  fears  that  the  Reliability  bill 
would  freeze  them  into  the  industry 
by  making  them  all  members  of  the 
regional  councils  with  a  loud  voice  in 
the  councils'  decisions  and,  because  of 
their  numbers  and  the  congressmen 
in  their  districts,  a  thunderous  voice 
at  the  FPC. 

Lee  C.  White,  chairman  of  the  Fed- 
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eral  Power  Commission,  which  would 
do  the  regulating  (now  it  is  concerned 
chiefly  with  natural  gas  matters),  dis- 
agrees. He  argues  that  bringing  the 
small  utilities  into  the  regional  coun- 
cils would  make  them  "aware  of  the 
fundamental  plans  that  the  major  bulk 
suppliers  have  in  mind."  White  is 
thinking  in  political  terms,  too.  He 
grants  that  the  multiplicity  of  small 
utility  companies  makes  for  ineffi- 
ciency, but  he  believes  the  only  polit- 
ically realistic  way  to  overcome  this  is 
not  to  eliminate  the  small  companies 
but  to  bring  them  into  a  system  of  re- 
gional planning. 

Conservationists  Speak.  Another 
provision  in  the  Reliability  bill  that 
grates  the  electric  power  companies 
would  permit  the  Interior  Department 
and  other  government  agencies  to  pro-' 
test  against  the  site  of  a  plant  or  trans- 
mission line.  This  provision  has  the 
support  of  conservation  groups,  which 
believe  the  power  companies  have  been 
putting  up  plants  and  transmission 
lines  without  regard  to  how  they  may 
spoil  the  beauty  of  the  countryside  or 
pollute  the  air  and  water.  Cook  is 
adamant  against  third  parties  horning 
in  on  electric  power  proceedings.  "Ev- 
erybody and  his  brother,"  he  says, 
"will  be  in  there  objecting.  There  is  no 
way  whatsoever  of  being  able  to  de- 
termine if  you  will  ever  be  able  to 
carry  out  a  project." 

Jack  Busby,  president  of  Pennsyl- 
vania Power  &  Light,  takes  a  middle 
ground.  He  agrees  with  the  need  for 
more  coordination  with  organizations 
concerned  with  the  environment,  but 
says,  "Where  should  you  establish  such 
authority?  I  would  lean  toward  re- 
gional planning  boards  within  a  state." 

Busby — and  Cook  too — prefer  state 
regulation  to  federal  regulation  be- 
cause, they  say,  state  regulatory  bodies 
are  less  ponderous;  they  act  more 
quickly.  Delay,  Cook  emphasizes, 
"imperils  reliability." 

Finally,  if  the  Electric  Power  Re- 
liability Act  is  passed,  it  will  cost  the 
utilities  industry  money.  The  FPC  is 
aware  of  this,  and  it  is  clearly  in- 
clined to  permit  increased  rates  if 
necessary  to  meet  the  added  costs. 
White  puts  it  this  way:  "There  will  be 
instances  where  it  will  cost  more  to 
achieve  reliability,  but  my  position  is 
the  people  of  this  country  are  willing 
to  pay  a  little  more  for  reliability." 

Will  the  Reliability  bill— or  some- 
thing like  it — pass?  Much  depends  on 
how  quickly  the  utility  industry  does 
something  about  coordination  to  avoid 
future  blackouts — either  through  merg- 
ers or  through  voluntary  planning — in 
effect,  on  how  willing  the  manage- 
ments of  individual  companies  are  to 
surrender  some  of  their  independence 
in  the  interests  of  the  industry.  ■ 
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Faces  Behind  the  Figures 


William   P.   Gwinn 
You  Can't  Win  'Em  All 

United  Aircraft  has  fought  a 
winning  fight  to  remain  the  Free 
World's  largest  manufacturer  of  jet 
aircraft  engines,  against  tough  com- 
petition from  General  Electric  and 
Britain's  Rolls-Royce.  But  United 
has  lost  the  last  two  rounds:  GE 
took  the  award  for  building  an  en- 
gine for  the  projected  Boeing  super- 
sonic transport;  and  Rolls-Royce 
has  the  nod  to  power  Lockheed's 
L-1011  "airbus." 

Is  United,  then,  on  the  ropes? 
Hardly.  It  went  into  1968  with  a 
backlog  of  $3.3  billion,  IV2  year's 
production  and  a  gain  of  90% 
over  its  backlog  of  two  years  ago. 
Not  only  do  United  engines  power 
most  of  the  current  generation  of 
jet  planes;  United  also  is  building 
engines  for  Boeing's  huge  350- 
passenger  747  transport,  delivery  of 
which  starts  next  spring. 

With  150  of  the  747s  on  order. 
United  can  count  on  selling  750  of 
its  new  JT9D  engines  (four  to  a 
plane  plus  a  spare)  for  about  $525 
million.  The  only  trouble  is  that  this 
isn't  enough  to  recover  the  "some- 
where between  $150  million  and 
$200  million"  that  President  and 
(since  Jan.  1 )  Chief  Executive 
Officer  William  P.  Gwinn  says  he  is 
spending  to  develop  the  engine.  He 
is  counting  on  two  things,  therefore, 
to  get  United  profitably  established 
in  the  superjet  era  of  the  Seventies: 
1 )  a  second  generation  airbus  with 
a  longer  range  than  the  current 
L-lOlls    or    DC-lOs    (which    lack 

Gwinn    of   United   Aircraft 


the  range  for  over-ocean  flights); 
and  2)  a  fresh  flood  of  orders  for 
the  747,  which  carries  100  more 
passengers  than  the  L-1011. 

"The  public  will  love  the  spa- 
ciousness of  the  747  and  the  air- 
bus," says  Gwinn.  "They'll  prob- 
ably both  be  successful.  There  are 
sales  forecasts  of  1,000  to  1,500 
airbuses  and  500  to  800  for  the 
747s.  I  won't  say  we  won't  reach 
the  high  end  of  those  estimates." 

But  even  if  all  this  develops, 
Gwinn  isn't  promising  a  big  jump 
in  United's  profits,  which  last  year 
amounted  to  a  bit  less  than  14%  on 
equity,  well  behind  the  leaders  of 
the  aerospace  industry.  "The  profits 
will  go  into  new  development  pro- 
grams," Gwinn  explains.  Just  as 
much  of  the  profits  from  the  JT3D 
and  JT8D  engines  for  the  current 
jets  went  to  develop  the  JT9D.  "We 
might  make  an  engine  bigger  than 
the  JT9D  or  a  smaller  one  for 
possible  successors  to  the  727  or 
DC-9.  There's  a  possibility  of  a 
commercial  helicopter  carrying  60 
to  70  passengers  on  short  hops  be- 
tween cities.  Or  the  TurboTrain, 
our  jet-powered  intercity  railroad 
train,  might  catch  on." 

Gwinn  certainly  regrets  losing 
the  first  generation  of  airbus  orders, 
and  the  supersonic  project.  "We 
could  have  handled  them  all," 
Gwinn  says.  But  he's  more  inter- 
ested in  winning  the  next  battle 
than  in  grieving  over  the  last  one. 
"This  is  a  rapidly  changing  busi- 
ness," he  says.  "We  never  get  a 
chance  to  breathe."  ■ 


Lynn  A.   Townsend 
The  Payoff  Begins 

Throw  out  to  Chairman  Lynn  A. 
Townsend  of  Chrysler  Corp.  that 
Chrysler's  first-quarter  earnings  of 
$1.49  a  share  are  almost  quadruple 
those  of  last  year's  first  quarter  on 
a  30%  increase  in  sales,  and  the 
onetime  accountant  gets  realistic. 
"A  year  ago,"  he  says,  "our  earn- 
ings were  only  40  cents  a  share, 
which  is  unusually  low.  A  more 
intelligent  comparison  is  that  in 
1966.  in  the  first  quarter,  our  earn- 
ings were  $1.38  a  share." 

What  really  gladdens  Townsend's 
heart,  however,  is  that  Chrysler's 
market  penetration  of  the  U.S.  car 
market  again  increased,  this  time 
from  17.9%  to  18.5%  for  the  first 
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quarter.  This  is  the  fifth  consecutive 
year  that  Chrysler's  market  share 
has  increased  by  at  least  one  per- 
cent. Compared  with  General 
Motors'  49.9%  and  Ford's  25.5%, 
Chrysler  still  is  firmly  in  third 
place,  but  a  lot  more  respectable 
third  than  when  it  scraped  bottom 
with  11.9%  of  the  market  in  1961. 

In  basic  profitability — that  is,  in 
return  on  stockholders'  equity — 
Chrysler  now  about  matches  Ford, 
with  a  return  last  year  of  12%. 
It  remained  far  below  GM's  22.7%, 
however.  But  the  way  things  are 
going,  Townsend  has  a  good 
chance  of  passing  Ford  in  profit- 
ability and  coming  within  striking 
distance  of  GM.  Townsend  and  re- 
tired Chairman  George  Love 
poured  over  $1  billion  into  plant 
and  equipment  in  the  seven  years 
since  they  took  over  the  onetime 
sick  man  of  the  auto  industry.  In 
the  process,  they  increased  the 
dealer  networks  from  5.850  to 
6.325.  more  than  doubled  the  com- 
pany's investment  in  plant.  They 
also  greatly  increased  Chrysler's 
integration;  where  it  once  bought 
most  of  its  components  such  as 
axles  and  clutches  from  outside,  it 
now  makes  the  bulk  of  them  it- 
self. As  this  investment  increasingly 
takes  hold,  Chrysler's  profits  should 
grow  faster  than  volume. 

"In  the  past  five  years  alone," 
Townsend  says,  "we  invested  $1.7 
billion  worldwide.  During  all  this 
expansion,  our  profit  ratios  suffered. 
That  program  is  completed  and 
that's  starting  to  show  up."  ■ 
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Louis  P.  Reitz 
Oceans  of  Wheat 

As  A  BOY  in  Kansas.  Dr.  Louis  P. 
Reitz  thought  he  could  see  an  awful 
lot  of  wheat.  Now.  says  Reitz.  who 
is  leader  of  Wheat  Investigations 
Crops  Research  Division,  U.S.  De- 
partment of  Agriculture.  "We've  got 
more  wheat  staring  us  in  the  face 
than  we  ever  dreamed  possible." 

Reitz  has  been  working  on  -iCt- 
ting  more  wheat  production  both 
at  home  and  abroad.  "Maybe  we 
did  our  job  too  well,"  he  savs.  The 
Agriculture  Department  forecasts  a 
record  winter  wheat  crop  of  over 
1.2  billion  bushels  (500  million  is 
one  years  U.S.  consumption).  Add 
a  spring  crop  estimated  at  315  mil- 
lion bushels,  and  the  total  exceeds 
1.5  billion  bushels.  If  the  good  rains 
keep  up,  says  Reitz,  "these  figures 
might  prove  conservative." 

Where  are  all  those  starving  In- 
dians, Pakistanis  and  others  who 
were  supposed  to  eat  up  our  sur- 
plus wheat?  Dr.  Reitz  says,  "After 
three  years  of  catastrophic  drought, 
last  year  India  got  good  rainfall  and 
it's  continuing.  The  country  has  a 
bumper  crop  and  is  making  real 
gains  in  productivity.  In  Pakistan, 
they've  brought  in  new,  high-yield 
wheat  and  much  more  fertilizer, 
and  now  the  country  may  be  self- 
sufficient  by  the  end  of  next  year." 

Then  why  did  we  build  our  pro- 
duction so  fast?  "I  guess  they 
couldn't  take  a  chance,"  Reitz  says. 
"One  more  year  of  drought  and 
they  might  have  been  keeling  over 
by  the  millions.  Now,  it's  obvious 
we're  going  to  be  hard  pressed  to 
market  all  this  wheat." 

With  Australian  and  other  major 
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producers  —  including  Russian  — 
also  greatly  increasing  output,  what 
is  the  U.S.  to  do?  It's  a  safe  bet  that 
production  subsidies  will  not  be  cut 
in  an  election  year.  The  only  pos- 
sible course  seems  to  be  to  build  a 
"strategic  wheat  stockpile"  the  way 
a  minerals  and  metals  stockpile  was 
built  for  the  production  glut  from 
the  Korean  war.  Reitz  says  the  ex- 
perts would  like  to  see  a  500-mil- 
lion-bushel  stockpile,  but  the  figure 
might  top  a  billion  bushels  whether 
it  is  planned  that  way  or  not. 

Could  wheat,  then,  become  a 
chemical  raw  material?  That's  just 
the  research  program  the  Govern- 
ment is  now  pushing,  seeking  ways 
to  make  alcohol,  starches  and  tex- 
tile filler  out  of  grain  and  paper  it- 
self out  of  wheat  straw.  "It  all  de- 
pends on  the  price,"  says  Reitz.  The 
price  is  now  at  a  26-year  low  of 
$1.38  per  bushel.  If  it  goes  much 
lower  the  U.S.  could  be  wearing 
wheat  as  well  as  eating  it.  ■ 


Joseph  B.   Danzansky 
Spared 

When  President  Joseph  B.  Dan- 
zansky of  the  Washington-based 
Giant  Food  Inc.  supermarket  chain 
was  a  little  boy,  his  grandmother 
took  him  to  a  window  above  his 
father's  candy  shop  at  7th  and  N 
Streets  in  Washington,  D.C.  Na- 
tional Guardsmen  were  in  the  street 
firing  blank  cartridges:  There  was 
a  race  riot  in  the  nation's  capital. 
The  year,  as  near  as  the  53-year- 
old  Danzansky  can  recall,  was  19 1 8. 

The  damage  to  businesses  in 
Washington's  more  recent  violence 
last  month  is  still  being  toted  up. 
But  the  damage  to  Giant  supermar- 
kets is  easy  to  calculate:  one  store 
window.  Says  Danzansky:  "Some 
people  we  can't  even  identify  were 
out  in  our  parking  lots  acting  in  a 
protective  way  toward  our  stores." 

It  helped  that  some  Giant  em- 
ployees slept  in  the  stores  and  that 
Giant  department  managers,  many 
of  them  Negro,  diverted  the  vio- 
lence from  the  company's  markets. 
But  the  sparing  of  Giant  when  vio- 
lence respected  not  even  the  "soul 
brother"  scrawls  in  some  store  win- 
dows was  not  just  a  happy  accident. 

Hearings  in  Washington,  New 
York  and  St.  Louis  last  year 
brought  testimony  that  some  super- 
.markets  charge  more  in  the  poor 
sections  of  town  than  in  the  wealth- 
ier areas.  Others  were  accused  of 
boosting  prices  just  before  welfare 
checks  arrive  in  the  ghetto.  Giant, 
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however,  got  a  clean  bill  of  health. 

On  the  contrary.  Giant  has  gar- 
nered awards  for  job-training  pro- 
grams, for  working  closely  with 
ghetto  organizations  and  for  putting 
its  most  beautiful  store  in  the  heart 
of  Washington's  northwest  ghetto. 
"We  have  approached  the  commu- 
nity with  a  policy  of  enlightened 
selfishness,"  says  Danzansky. 

Of  Giant's  84  stores  in  the  Wash- 
ington-Maryland-Virginia area,  only 
nine  are  in  predominantly  Negro 
areas,  and  five  of  these  are  in 
sections  that  could  be  termed  ghet- 
to. But  25%  of  its  employees  are 
Negro,  and  Negro  department  man- 
agers work  throughout  the  chain. 
At  Giant's  showplace  ghetto  store, 
management  gave  neighborhood 
children  plots  of  ground  to  plant 
with  shrubs  and  flowers  and  gave 
them  responsibility  for  maintaining 
their  own  plots,  with  guidance  from 
Giant's  landscape  gardener. 

Has  Giant's  enlightened  self  in- 
terest paid  off?  It  has.  The  $300- 
million  (volume)  chain  has  shown 
80%  earnings  growth  on  a  60% 
sales  gain  in  the  last  five  years.  Its 
1.4%  return  on  sales  and  12.8% 
return  on  equity  are  quite  respect- 
able in  its  field.  Danzansky  admits 
his  ghetto  stores  do  not  produce  as 
high  a  return  on  investment  as  other 
Giant  markets.  "But  they  will,"  he 
says,  "as  incomes  rise  in  those 
areas."  Danzansky  is  convinced  that 
"the  odds  are  with  any  businessman 
who  engages  in  community  respon- 
sibility." And  surely  they  are 
against  anyone  who  does  not.  ■ 
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Faces  Behind  the  Figures- 

Wilbur  J.  Cohen 
Needed:  A  Ladder 

It's  not  often  that  a  Cabinet 
member  doesn't  have  to  spend  his 
first  year  or  two  doing  on-the-job- 
training,  for  most  Cabinet  members 
come  into  the  Government  from 
the  outside,  from  business  or  bank- 
ing or  politics.  Wilbur  J.  Cohen  is  a 
rarity:  When  he  was  nominated  to 
succeed  John  Gardner  as  Secretary 
of  Health,  Education  &  Welfare  on 
Mar.  1,  he  was  already  a  pro.  He 
had  spent  his  entire  adult  life  deal- 
ing with  the  problems  of  poverty 
and  welfare.  After  graduating  from 
the  University  of  Wisconsin,  in 
1934,  Cohen  spent  20  years  in  the 
Social  Security  Administration, 
went  to  Michigan  University  as 
professor  of  public  welfare  adminis- 
tration, and  then  rejoined  the 
Government  in  1961  as  Assistant 
Secretary  of  HEW. 

Cohen  does  not  believe  business 
can  solve  the  poverty  problem,  but 
he  thinks  it  can  help  by  providing 
community  leadership.  One  of  the 
problems  of  the  poor,  he  says,  is 
that  "they  have  no  motivation;  they 
have  no  concept  of  futurity. 

"In  order  to  have  motivation," 
he  explains,  "you  have  to  believe 
that  when  tomorrow  comes  you'll 
have  another  chance  to  improve 
yourself  and  to  better  your  con- 
dition. And  next  week,  next  month, 
next  year,  you  can  raise  yourself, 
get  a  higher  income  or  a  better 
home  or  a  better  education  for  your 
children.  The  concept  of  futurity 
and  motivation  are  very  closely 
related.  If  you  can  give  people  some 
aspects  of  hope  for  improvement, 
then  you  also  motivate  them." 

Cohen  believes  that  businessmen 
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should  "help  to  establish  a  climate 
of  opinion,  the  ethos  in  which  the 
community  operates,  the  feeling 
that  there  is  an  opportunity  for  a 
wide  range  of  jobs  and  that  there  is 
an  upward  career  ladder. 

"They  can  do  this,"  says  Cohen, 
"in  many  ways.  Training  programs 
for  dropouts,  work-study  programs 
for  high  school  and  college  stu- 
dents. Business  could  help  schools 
develop  a  curriculum  relevant  to 
the  needs  of  the  labor  market.  In- 
plant  education  courses  could  be 
given  to  low-skill  workers.  Top 
management  could  contribute  an 
hour  a  week  to  teaching  the  disad- 
vantaged or  serving  as  job  counsel- 
ors to  students." 

Businessmen  are  usually  pragmat- 
ic men.  Why  should  they  bother? 

"If  you  want  to  have  a  society  in 
which  there  is  a  sense  of  responsi- 
bility," answers  Cohen,  "then  you 
have  an  opportunity  for  dialogue 
among  all  people  in  the  community. 
If  a  businessman  wants  to  make  a 
profit  by  producing  his  product, 
then  that  is  the  kind  of  society  he 
ought  to  be  trying  to  create  for 
everyone."   ■ 


Karl  Winnacker 
Who's  Inferior? 

It's  becoming  almost  fashionable 
these  days  for  European  business- 
men to  nurse  an  inferiority  com- 
plex vis-a-vis  their  U.S.  counter- 
parts. But  not  Dr.  Karl  Winnacker, 
the  64-year-old  chairman  of  Ger- 
many's huge  Farbwerke  Hoechst. 
"For  people  who  write  books  or 
make  speeches,"  said  Winnacker  on 
a  visit  to  the  U.S.  last  month,  "it's 
good  material  to  say  that  we  are 
inferior  in  technology  or  in  man- 
agement. It's  not  true  for  Hoechst. 
In  chemistry,  there  is  no  techno- 
logical gap.  Management?  How 
could  we  find  so  many  American 
companies  willing  to  go  into  joint 
ventures  with  us  if  they  thought  our 
management  was  inferior?"  Only  in 
electronics  and  in  aerospace,  where 
defense  spending  is  a  major  factor, 
will  Winnacker  concede  U.S.  supe- 
riority. 

The  figures  bear  him  out.  In 
chemicals,  European  industry  has 
been  easily  holding  its  own.  Of  the 
world's  six  largest  chemical  com- 
panies, three  (du  Pont.  Union  Car- 
bide, and  Monsanto)  arc  American 
and  they  rank  first,  second  and  fifth 
respectively.  But  a  British  company. 
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Imperial  Chemical  Industries,  ranks 
third;  Italy's  Montecatini-Edison  is 
fourth,  and  Hoechst  is  a  strong 
sixth.  With  1967  sales  of  $1.6  bil- 
lion Hoechst  is  larger  than  Allied 
or  Dow. 

And  when  it  comes  to  growth, 
Hoechst  outpaces  all  of  its  U.S. 
competitors.  It  was  created  in  1952, 
when  the  old  I.G.  Farben  trust 
was  broken  up  into  three  parts, 
Hoechst,  Farbenfabriken  Bayer, 
and  Badische  Anilin  und  Soda 
Fabrik.  In  its  first  year,  Hoechst's 
sales  were  $191  million,  which 
means  that  they  have  grown  at  a 
compounded  annual  rate  of  15.4%, 
compared  with  4.5%  for  du  Pont, 
6.8%   for  Carbide. 

Even  more  than  most  of  its 
American  counterparts,  Hoechst 
is  a  highly  diversified  chemical 
company.  It  is  in  plastics,  pharma- 
ceuticals, synthetic  fibers,  fertilizers 
and  dyestuffs,  and  also  has  a  big 
plant-construction  unit.  The  largest 
single  product  line,  plastics,  paint 
materials  and  solvents,  amounts  to 
only  22%  of  sales. 

With  this  diversity,  Hoechst  is 
fairly  well  insulated  from  the  kinds 
of  problems  that  last  year  afflicted 
U.S.  chemical  companies  that  had 
heavy  concentration  in  chemical 
fibers.  In  fact,  Hoechst's  net,  $70 
million,  was  the  same  as  in  1966, 
making  Hoechst  one  of  the  few  big 
chemical  companies  not  to  suffer  an 
earnings  setback.  Du  Font's  net  in- 
come, for  example,  fell  from  $389 
million  to  $314  million. 

Unlike  its  U.S.  competitors, 
Hoechst  has  no  huge  internal  mar- 
ket to  serve.  Which  means  it  must 
export  with  a  vengeance.  Last  year, 
for  example,  it  got  a  shade  more 
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than  50%  of  its  sales  from  outside 
western  Germany.  More  than  half 
of  these  go  to  other  European  Com- 
mon Market  countries. 

Hoechst  so  far  has  made  only 
limited  inroads  in  the  U.S.  market, 
which  accounted  for  a  bit  less  than 
49c  of  sales  last  year  ($60  mil- 
lion), but  Winnacker  expects  »he 
figure  to  grow;  he  was  in  the  U.S. 
to  open  Hoechst's  largest  U.S.  op- 
eration, a  SlOO-million  polyester 
fiber  plant  in  Spartanburg,  S.C., 
a  joint  venture  with  Hercules  Inc. 

As  Winnacker  says,  all  this  hard- 
ly argues  for  the  existence  of  a 
gap  in  technology  or  in  manage- 
ment methods.  With  a  touch  of 
German  pride,  Winnacker  adds: 
The  only  management  problem 
we  have  abroad  is  to  find  nationals 
who  meet  our  standards  to  staff  our 
international  operations."  ■ 


H.    Glenn    Bixby 

Acquisition  Explosion 

President  H.  Glenn  Bixby  of  De- 
troit's Ex-Cell-O  Corp.  is  at  an  age 
(64)  when  many  a  corporate  boss 
is  counting  his  stock  options  and 
grooming  a  successor.  Bixby,  by 
contrast,  is  busy  buying  new  com- 
panies. Since  Ex-Cell-0"s  1967  fis- 
cal year  ended  last  November,  he 
has  acquired  four  companies  and 
seems  to  have  a  fifth  sewed  up. 
That's  as  many  as  Ex-Cell-O 
bought  in  the  five  previous  years, 
and  fiscal  1968  still  has  seven 
months  to  go. 

Bixby's  new  acquisitions  will 
break  no  new  ground  for  the  com- 
pany, but  they  will  fill  in  the  gaps 
in  Ex-Cell-O's  existing  businesses 
in   precision   parts  for  jet  engines, 
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computers  and  the  like  (which 
Bixby  predicts  will  reach  55%  of 
sales  this  year),  machine  tools 
(over  20%),  milk  and  other  pack- 
aging machinery  (another  15%) 
and  expendable  tools  (under  10%  ). 
They  will  also  lift  sales  some  40% 
to  $365  million. 

Bixby,  who  has  been  with  the 
company  for  40  years  and  presi- 
dent for  17,  does  not  view  this 
clutch  of  acquisitions  as  a  shift  in 
policy.  "Some  of  these,"  he  says, 
"we  have  been  working  on  for 
years.  They  just  happened  to  come 
through  this  year."  But  he  admits 
he  has  thought  a  lot  more  about 
growth  in  the  last  few  years.  "Pub- 
licly owned  companies  have  to 
grow,"  he  says.  "The  stockholders 
want  that." 

A  little  more  growth  would  look 
good  on  Ex-Cell-O.  Over  the  past 
five  years  its  operating  profit  mar- 
gins have  averaged  over  20%, 
among  the  highest  in  U.S.  industry, 
and  its  14.5%  average  return  on 
equity  is  respectable  by  the  stan- 
dards of  almost  any  industry.  But 
since  the  early  Sixties,  its  sales  and 
earnings  growth  has  been  only  so- 
so,  considering  the  explosive  up- 
surge in  its  capital  goods  field. 

Bixby  wants  to  cure  this  weak- 
ness before  he  retires.  In  July 
he  will  be  65,  but  the  chances  are 
he  will  stay  on.  Says  he:  "Excep- 
tions have  been  made  to  our  retire- 
ment policy  in  the  past."  ■ 


George  H.  Weyerhaeuser 
Patience  Rewarded 

As  M.UCH  AS  60  years  can  pass  be- 
fore a  forest  products  company 
harvests  a  tree.  It's  a  business  that 
requires  patience.  If  ever  a  new 
executive  had  his  patience  tested, 
it  was  George  H.  Weyerhaeuser, 
42,  who  three  years  ago  took  over 
as  chief  executive  of  Tacoma's 
giant  ($990-million  assets)  Weyer- 
haeuser Co.  Starting  in  mid- 1966, 
when  Weyerhaeuser  had  been  in  of- 
fice three  months,  earnings  began  to 
decline,  and  for  six  consecutive 
quarters  hung  below  the  same 
quarter  a  year  earlier. 

Like  other  companies  heavily 
dependent  on  the  building  industry, 
Weyerhaeuser  was  hit  first  by  the 
shortage  of  mortgage  money  that 
began  to  show  up  in  late  1966.  By 
mid- 1967  money  was  easier,  but  the 
danger  of  fire  forced  the  shutting 
down  of  its  west-coast  logging  oper- 
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ations  for  eight  weeks. 

"It  was  a  beautiful  summer," 
says  George  Weyerhaeuser  wryly, 
"but  not  for  our  business.  Oh, 
brother!"  Two-thirds  of  its  total 
timber  holdings  could  not  be  har- 
vested during  the  most  important 
logging  season,  costing  the  com- 
pany lumber  volume  it  never  made 
up,  and  production  schedules  in 
plywood  and  other  end  products 
were  thrown  awry.  On  top  of  this, 
the  company's  paper  business 
(source  of  over  40%  of  sales)  was 
hurt  by  the  general  decline  in  prices 
and  demand.  Net  result:  In  George 
Weyerhaeuser's  first  full  year  as 
chief  executive,  earnings  tumbled 
23%  to  a  four-year  low  despite  a 
6%  gain  in  sales. 

For  George  Weyerhaeuser, 
great-grandson  of  the  company's 
founder,  the  showing  was  doubly 
disappointing.  Competitors  Boise 
Cascade  and  Georgia-Pacific,  aided 
by  acquisitions,  managed  to  post 
moderate  earnings  gains. 

This  year,  however,  Weyer- 
haeuser's patience  has  finally  been 
rewarded.  First-quarter  earnings 
were  up  28%  to  60  cents  a  share 
for  the  biggest  first  quarter  in  his- 
tory, a  pace  George  Weyerhaeuser 
hopes  to  maintain  for  the  rest  of 
the  year.  Production  is  back  on 
schedule,  mortgage  money  seems 
easier  for  the  moment  and  paper 
demand  is  firming.  But  in  one  re- 
spect at  least,  Weyerhaeuser's  pa- 
tience is  at  an  end.  Last  year  it 
modified  its  ultraconservative  forest 
management  policy  and,  under  a 
new  high-yield  program,  joined  the 
rest  of  the  industry  in  cutting  its 
timber  at  an  earlier  age.  ■ 
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You  can  earn 


regardless  of  time 
funds  remain  in  account 

Dividends 
Compounded  Daily 

on  all  accounts  as  follows; 
funds  received  by  us  by  the 
10th  of  any  month  and  held 
®     ■**  to  the  end  of  the  quarter  earn 

from  the  1st.  Funds  received  by  the  lOth  of  the 
month  and  withdrawn  before  the  end  of  the 
quarter  earn  from  the  date  of  receipt  to  the 
actual  date  of  withdrawal.  Funds  do  not  have 
to  remain  in  the  account  a  minimum  of  3  months. 


5 


Q7    per  annum 
j^  base  rate 


5.13^° 


ON  ALL  ACCOUNTS 

Current  Rate 
Equivalent  to 

per  annum  when  princi- 
pal and  dividends  remain 
in  the  account  one  year 
and  dividends  are  compounded  daily. 

On  New  Bonus  Accounts 

you  get  an  additional 

_  /     07     P^*^  annum   on  accounts  held 

\/^/0    36   months.    Bonus   accounts 

•  must   be   opened    in   minimum 

amounts  of  $1,000  or  in  multiples  of  $1,000. 


Fi 


EST. 1937 


DELITY 

SAVINGS   &   LOAN   ASSOCIATION 

Box  1631-22    •    Glendale,  Calif.  91209 


FIDELITY    FEDERAL    SAVINGS 


□    Please  send  informotion  oboul  your  savings  accounts, 
n    Please    send    information    about    your 
CHECK-A. MONTH    plan. 


NAME- 


ADDRESS- 
CITY 


-STATE 

PLEASE  PRINT 


-ZIP- 


22 


AFFLUENTS 

38%  of  Forbes'  total  adult 
readers  are  home  owners  with 
household  incomes  of 
$15,000  and  over-37.6%  of 
Fortune's  are  and  27.2%  of 
Business  Week's  are. 

Forbes  has  the  highest  con- 
centration of  these  better  paid 
home  owners  found  in  the 
1968  Simmons  Study  of  the 
audiences  of  57  publications. 
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Not  by  Brains  Alone 

This  high-technology  California  company  is  find- 
ing that  to  reach  the  big  time  also  takes  money. 


A  COMPUTER  is  only  a  machine;  its 
knowledge  comes  from  programming, 
the  man-given  instructions  that  enable 
it  to  record,  process  and  spew  out 
information  fed  to  it.  As  education  is 
to  people,  so  is  programming — "soft-" 
ware"  in  EDP  jargon — to  computers. 
All  the  big  computer  companies  sell 
software  as  well  as  hardware.  How- 
ever, there  are  also  a  wide  variety  of 
smaller  companies  that  do  not  make 
computers,  but  teach  them.  Some  en- 
thusiasts expect  these  computer  "teach- 
ing" companies  to  triple  their  share  of 
the  $7-billion  software  market  to 
around  $1 -billion  in  the  next  few  years. 
But  breaking  into  the  really  big  money 
in  software  is  not  going  to  be  any 
cinch,  as  Dr.  Robert  W.  Krueger, 
president  of  Los  Angeles-based  Plan- 
ning Research  Corp.,  is  finding  out. 

Krueger,  a  low-keyed,  serious- 
minded  physics  Ph.D.  from  the  Uni- 
versity of  California  at  Los  Angeles, 
runs  an  outfit  that  is  unique  among 
the  small  software  companies.  Outfits 
like  Computer  Sciences  Corp.  and 
Computer  Applications  Corp.  were 
started  by  men  with  strong  data-proc- 
essing backgrounds;  their  companies 
concentrate  on  straight  programming 
or  on  running  computer  service  bu- 
reaus. PRC  takes  a  broader  approach. 

From  A  to  Z.  Krueger  and  the  hand- 
ful of  associates  who  started  PRC  in 
1954  were  experts  in  so-called  systems 
analysis  at  Rand  Corp.,  the  govern- 
ment-spawned think  tank.  When  the 
field  of  computer  software  began  to 
look  promising,  they  naturally  tackled 
it  on  a  systems  basis  too.  As  a  result, 
close  to  half  of  PRC's  software  busi- 
ness is  in  designing  "turnkey"  comput- 
er systems.  While  others  do  only 
programming.  PRC  produces  complete 
systems,  from  the  initial  planning  and 
selection  of  equipment  through  the  de- 
sign and  programming  stages  to  the 
installation  and  starting  up  of  the 
hardware  itself. 

The  approach  paid  ofi".  PRC  now 
ranks  close  behind  Computer  Sciences 
and  Computer  Applications  among  the 
software  independents.  Its  revenues 
went  from  $2.6  million  to  nearly  $19 
million  in  the  five  fiscal  years  through 
last  June  30,  its  profits  from  only  $10,- 
000  to  more  than  $1  million.  By  next 
June  its  revenues  could  reach  $25 
million,  profits  exceed  $2  million. 

The  fact  is,  however,  that  a  large 
measure  of  PRC's  growth  so  far  has 
come  from  acquisitions  (five  since 
1965),  and  from  a  steady  succession 
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of  relatively  small  turnkey  contracts 
of  $3  million  or  less  in  value.  From 
here  on,  contracts  will  have  to  be  far 
bigger  to  sustain  PRC's  growth  rate. 

Here's  where  the  going  has  gotten  a 
bit  rough.  Last  year  PRC  went  after 
a  $25-million  contract  (including  cost 
of  hardware)  to  design  and  build  a 
system-wide  reservation  and  commu- 
nication setup  for  Air  Canada.  The 
competition:  IBM,  Univac,  Burroughs 
and  several  other  large  hardware  com- 
panies. PRC  managed  to  survive  into 
the  final  round  of  bidding  against  IBM 
and  Univac;  but  then,  although  the  fi- 
nal  contract  has  not  yet  been  awarded, 
it  was  eliminated  from  contention. 
Why?  Air  Canada  feared  that  PRC's 
lack  of  capital  might  impair  its  ability 
to  deliver  the  finished  product. 

Krueger  doesn't  want  this  to  hap- 
pen again.  Even  though  PRC  com- 
mon is  down  from  51  to  around  35 
since  January,  he  is  raising  capita! 
through  the  sale  of  100,000  new. 
shares,  a  move  that  will  bolster  PRC's 
equity  capital  by  60% .  The  new  shares 
will  dilute  the  present  stock  (35% 
closely  held  by  Krueger  and  other 
company  officials)  by  nearly  10%. 
But  to  Krueger  it  is  worth  enduring.. 
"With  more  capital,  we'll  be  in  a  posi- 
tion to  go  after  some  of  the  bigger 
contracts,"  he  explains.  "In  fact,  we're 
looking  at  one  now  for  the  Federal 
Government  that  is  in  the  same  ball 
park  as  the  Air  Canada  contract." 

Krueger  goes  on  to  point  out  thai' 
PRC  has  in  the  past  beaten  out  IBM 
and  the  other  big  hardware  compa- 
nies in  bidding.  "We'll  do  it  again,"  he 
says,  but  he  now  concedes  that  it  take^ 
more  than  sheer  brains.  ■ 

Krueger    of    Planning    Research 
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Red  Enamel  Easier  Egg,  Dated  lH9f^,  with  a  Golden  Hen.  Containing  a  Miniature  Easel.  By  Carl 
Faberge.  Jeweler  to  the  Czars  of  All  the  Russias  •  From  the  Forbes  Magazine  Collection  of  Faberge 


Carl  Faberge  knew  his  business. 

Forbes  Magazine  knows  its  business. 

Which  is  your  business. 

Today  over  half-a-million 
executives  subscribe  to  Forbes. 


An  additional  million  read 
every  issue. 

Circulation  and  advertising 
revenues  are  at  an  all-time  high. 

And  still  growing. 


Forbes  Magazine  readers  don't  just 
own  American  business. 

They  run  it. 

Forbes:  capitalist  tool 


Perhaps  you  still  expect  an  annual  report  for 
Signalgarrettmacktruckarizonabancorporation 

Here  it  is 


Many  people  have  suggested  a  new  name  to  reflect  our  curren 

growth.  In  just  one  year,  we  diversified  into  trucks,  steel,  real  estate 

air  conditioning  systems,  banking  —  and  now  have 

interests  in  just  about  every  major  business  category.  Obviously 

"Signal  Oil  and  Gas  Company"  doesn't  say  enough  anymore 

Not  when  we're  making  so  many  changes  that  are  making  newj 

So  we've  changed  our  name  to  The  Signal  Companies 

Our  individual  Signal  Companies  retain  their  own  identities 

as  leaders.  But  now  all  are  in  one  dynamic  group 

for  better  management,  mobility,  diversification,  and  growth 

The  whole  story  of  The  Signal  Companies  is  ir 

our  first  consolidated  Annual  Report.  Shouldn't  you  read  it' 


The  Signal  Companies tV^Inc 


1010  Wilshire  Boulevard,  Los  Angeles.  California  9001 
The  Signal  Companies  include  Garrett.  Mack  Trucks.  Arizona  Bancorporatioi 

Dunham-Bush,  and  Signal  Oil  and  Ga: 
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"     Weil  tell  you  all  ab( 


We  began  to  break  with  the  past  in  1958. 

Brought  in  a  brilliant  young  management  team. 
Put  the  stress  on  enterprising  investments.  Modernized  our  facilities. 

Since  then,  we've  added  20  branch  offices, 
650  employees  and  thousands  of  new  customers. 
Get  in  touch  with  the  men  at  IvlcDonnell  &  Co. 


"*■"-     ■*=■ 


This  kind  of  growth  could  be  catchi 


ng. 


/WDonnelkco 


Members  New  York  Stock  Exchange  ind  other  principal  exchanges  ■  120  Broadway,  New  York 

New  York  •  Alexandria  ■  Asbury  Park  •  Beverly  H.Ms  •  Boston  ■  Century  City  •  Chicago  ■  Denver  ■  Detroit  ■  Los  Angeles  •  Newark  •  Oakland  •  San  Francisco  ■  San  Jose 

Toms  River  •  Washington,  P.O.  •  Honolulu  •  Paris  ■  F.P.  Ristine  Division  Offices:  Doylestown  •  Elizabeth  •  Philadelphia  •  Red  Bank  •  Ridgewood  •  Westfield 
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preliminary 
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'(Heconomtc  Recession  as  defined 
rtoo*/  Bureau  ol  Economic  Research 


Fit    W     tmn»on9t  Bureau  ol  Sconomfc  Research 

57  i  1958  I  1959  |  1960  J  1961   1962 


Composed  of  the  following  comportents. 

How  much  are  we  producing? 
(FRB  index) 

,  How  many  people  have  been 
laid  oft?  (U.S.  Dept.  of  Labor 
I  initial  unemployment  claims) 
^How  intensively  are  we  work- 
ing?  (BLS    average    weekly 


hours  in  manufacturing) 

,  How  much  hard  goods  are  we 
ordering?  (Dept.  of  Comm. 
durable  goods  new  orders  of 
last  3  months  related  to  in- 
ventories) 

,  How  much  are  people  spend- 


ing? ^Oepf.  of  Comm.  depart- 
ment store  sales) 

•  How  much  are  we  building? 
(Dept.  of  Comm.  private  non 
farm  housing  starts) 

•  How  much  are  workers  earn- 


1963      igi64       1965       A^^  ^SST   t^  9  B  B 


|130     MAR 112.5 

125     APRIL    111.0 

120     MAY    110.5 

115     JUNE 111.6 

110    JULY  111.6 

105    AUG 114.1 

|lOO    SEPT 114.2 

95    OCT 115.2 

90     NOV 117.3 

85     DEC 119.2 

80  JAN.             120.4 

75  FEB.             122.7 

70  MAR.(pre.)124.5 

APR.  (pre.)  125.0 


ing?  (Dept.  of  Comm.  per- 
sonal income  in  manufactur- 
ing and  mining) 

.Are  consumers  taking  on 
more  or  less  debt?  (Federal 
Reserve  net  change  in  con- 
sumer installment  debt) 


The  Import  Boom 


[)oES  THAT  FOREIGN-MADE  typewriter  or  automobile  or 
:amera  that  you've  been  thinking  of  buying  seem  like  a 
)eiier  bargain  now  than  it  did  a  year  or  two  ago?  It 
»robably  does,  and  it's  likely  to  seem  an  even  better  bargain 
n  the  months  to  come.  There  are  several  reasons:  Foreign 
nanufacturers  are  getting  increasingly  attuned  to  the  wants 
)f  the  American  consumer;  some  U.S.  industries,  notably 
he  auto  industry .  have  upgraded  their  goods  out  of  the  low- 
)rice  field:  and  tariffs  are  dwindling  steadily. 

But  the  biggest  reason  that  prices  of  imported  goods 
eem  more  reasonable  in  comparison  with  prices  of  domes- 
ic  merchandise  is  that,  for  the  first  time  since  1960.  the 
"ate  of  U.S.  inflation  has  caught  up  to.  and  in  some  in- 
Hances  passed,  the  rates  of  inflation  in  other  big  ind'ustrial 
;ountries.  Thus,  even  though  import  prices  are  mostly 
"ising,  they  are  rising  often  at  a  slower  rate  than  U.S. 
Jrices.  Until  last  year,  just  the  opposite  was  true.  For  ex- 
imple.  U.S.  consumer  prices  rose  an  average  of  only  1.9% 
1  year  from  1961  through  1967.  This  was  far  less  than 
:onsumer  price  increases  in  any  of  the  Free  World's  ten 
Mher  major  trading  nations,  which  suffered  yearly  increases 
"anging  from  2.3%  in  Canada  to  5.7%  in  Japan.  Even 
hard-money "  Western  Germany  and  Switzerland  had 
kearly  increases  of  2.6%  and  3.8%,  respectively. 

In  1967.  however,  this  picture  changed.  Inflation  in 
France  and  Italy  was  3%,  no  higher  than  that  in  the 
U.S.  But  inflation  was  less  than  3%  in  The  Netherlands, 
about  2%  in  the  United  Kingdom  and  virtually  non- 
existent in  Western  Germany.  Moreover,  the  rate  of  U.S. 
inflation  so  far  this  year  is  4%.  which  may  prove  greater 
than  two  more  competitor  nations,  Belgium  and  Canada. 

During  the  years  1961-66  the  lag  in  U.S.  inflation 
worked  in  favor  of  U.S.-made  goods  in  competitive  mar- 
kets. Prices  of  U.S.  goods  rose,  certainly,  biit  more  slowly 
than  prices  of  goods  made  by  other  industrial  countries. 
One  result  was  that  the  U.S.  continued  to  export  more 
goods  and  services  than  it  imported.  This  created  a  trade 


surplus,  which  helped  narrow  the  deficit  in  the  balance 
of  payments  caused  by  tourism,  overseas  military  expenses, 
foreign  aid  and  foreign  investment.  The  trade  surplus 
peaked  at  S6.7  billion  in  1964.  then  declined  steadily  to 
S3. 6  billion  in  1967,  the  smallest  amount  since  1959. 

Now  imports  are  increasing  faster  than  exports,  and  in 
January  and  February  the  trade  surplus  narrowed  to  a 
seasonally  adjusted  annual  rate  of  S2.7  billion.  The  growing 
strength  of  imports  is  most  dramatically  shown  in  the  auto- 
mobile market,  where  foreign  cars  set  sales  records  each 
month  this  year,  accounting  for  10.25%  of  registrations  in 
February — a  yearly  rate  of  1  million,  compared  with  a 
record  number  of  767,000  in  1967. 

From  Bad  To  Worse?  Does  this  mean  that  the  U.S.  is 
headed  toward  a  trade  deficit,  which  would  further  worsen 
the  balance-of-payments  deficit?  "Not  necessarily."  says 
one  consulting  economist.  ".Much  of  the  reduction  in  last 
year's  trade  surplus  was  caused  by  copper  imports  during 
the  copper  strike.  And  right  now  there  is  a  big  inventory 
buildup  of  imported  steel  as  a  strike  hedge." 

But  it's  unlikely  that  the  trade  balance  will  improve  this 
year  or  next:  the  balance  of  payments  will  get  little  help 
from  this  direction.  For  one  thing,  union  contracts  already 
signed  call  for  future  wage  hikes,  which  are  likely  to  keep 
U.S.  inflation  at  a  comparatively  high  rate.  Equally  impor- 
tant is  the  growing  prosperity  of  the  U.S.:  Despite  inflation, 
per-capita  income  is  growing  in  terms  of  real  dollars  and 
so  is  discretionary  income — money  left  over  after  the  rent 
and  grocery  bills  are  paid.  As  discretionary  income  increases, 
consumers  can — and  do — spend  more  for  imports. 

And  so,  fueled  by  inflation  and  prosperity,  imports  are 
going  to  keep  growing.  Since  1960-61  merchandise  im- 
ports have  increased  81%,  whereas  m.erchandise  exports 
have  increased  only  56%.  Obviously  this  trend  can't 
continue  indefinitely  if  the  U.S.  is  ever  to  solve  its  balance- 
of-payments  problem.  Two  things  would  reverse  the  de- 
clining U.S.  trade  surplus:  A  tax  increase  would  slow  in- 
flation and  also  reduce  discretionary  income:  and  an  end 
to  the  war  in  Vietnam  could  reduce  inflation  even  more.  ■ 
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MARKET  COMMENT 


by  L  0.  HOOPER* 


Supply  And  Demand 


The  present  situation  in  the  stock 
market  is  simple — not  complicated. 
During  the  first  quarter  of  1968  large 
sums  of  uninvested  cash  accumulated 
in  the  hands  of  the  mutual  funds  and 
the  uninsured  pension  funds.  Lower 
prices  were  expected.  Instead,  after 
President  Johnson's  television  speech 
on  Mar.  31,  higher  prices  developed. 
The  first  aggressive  buyers  were  from 
abroad.  Then  those  domestic  insti- 
tutions who  had  "missed  the  boat" 
stepped  in.  The  supply  of  shares  was 
thin,  and  the  amount  of  cash  to  be 
invested  was  both  large  and  nervous. 
Consequently,  stock  prices  did  what 
they  almost  never  do.  They  advanced 
faster  than  they  went  down. 

What's  happened  is  simply  a  demon- 
stration of  "freshman  economics."  The 
demand  for  shares  has  been  insistent 
and  the  supply  has  been  limited.  That 
means  higher  prices.  In  the  first  quar- 
ter, mutual  funds  sold  stocks  on  bal- 
ance and  accumulated  perhaps  $5 
billion.  The  uninsured  pension  funds 
invested  about  35%  of  the  first-quarter 
cash  inflow  and  kept  the  rest  to  buy 
securities  at  lower  prices.  All  told, 
there  may  have  been  as  much  as  $15 
billion  of  buying  power  intended  for 
use  in  equities,  but  uninvested,  when 
the  stock  market  opened  on  Apr.  1. 

Still  More  Cash 

There's  no  way  of  knowing  just 
how  much  of  this  cash  has  gone  back 
to  work  in  stocks.  As  this  is  written, 
I  would  guess  that  not  more  than  one- 
third  of  the  available  cash  has  been 
invested.  That's  a  guess,  but  probably 
a  sophisticated  guess.  Fundamentally, 
the  supply/ demand  equation  in  the 
stock  market  still  strongly  favors  high- 
er prices.  That's  hardly  a  new  dis- 
covery on  my  part.  Read  my  column 
in  the  Apr.  1  Forbes,  written  before 
the  President's  Mar.  31   speech. 

What  now?  All  this  cash  is  still  hop- 
ing for  a  setback.  The  reasoning,  or 
hope,  is  that  after  a  10%  or  12%  rise 
in  the  DJI  in  two  weeks  there  must  be 
a  correction,  or  a  retracement.  In  my 
opinion,  this  hope  may  be  justified, 
but  in  a  minor  way.  It  is  improbable 
that  we  will  even  approach  the  old 
lows  on  a  technical  decline.  The  sup- 
ply/demand equation  is  too  strong. 

Of  course  the  road  to  peace  in  Viet- 
nam will  be  rocky.  Remember,  how- 
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ever,  that  the  American  public  wants 
peace;  that  it  is  willing  to  make  huge 
concessions  to  get  it.  If  peace  should 
prove  impossible  to  get,  and  that  is  un- 
likely, national  morale  will  be  greatly 
improved  and  the  war  will  no  longer 
be  "unpopular." 

In  the  meantime,  we  have  seen  some 
very  good  first-quarter  earnings,  and 
the  prospect  is  that  profits  for  the 
second  quarter  will  be  equally  good. 
In  most  industries,  profit  margins  have 
been  improving.  Consumers  are  show- 
ing a  greater  disposition  to  spend  mon- 
ey, and  the  public  realizes  that  military 
expenditures  are  likely  to  remain  fairly 
high  even  if  the  war  in  Vietnam  ends. 
If  taxes  should  be  increased  (and  in 
all  reason  taxes  should  be  increased), 
there  would  be  no  surprise  element  in 
it,  and  the  event  probably  would  be 
regarded  as  confidence  inspiring.  Of 
course  higher  taxes  would  hurt  earn- 
ings, but  for  a  good  cause.  Higher 
taxes  probably  would  halt  the  rise  in 
interest  rates,  and  considerably  lessen 
the  doubt  about  the  dollar. 

There  is  no  question  that  there  has 
been  institutional  buying  in  the  build- 
ing industry  shares,  in  the  savings  & 
loans  and  in  some  of  the  blue  chips. 
While  prices  may  not  show  it,  there 
has  been  some  selling  in  the  more 
extravagantly  valued  high-science  and 
computer  issues.  The  performance- 
minded  funds,  however,  have  contin- 
ued to  buy  such  things  as  EG&G, 
National  Cash  Register,  Westinghouse 
Electric,  Collins  Radio  and  American 
Research  &  Development. 

Understandably,  the  steel  shares 
have  been  neglected.  No  wonder.  With 
the  steel  industry  as  active  as  it  has 
been  this  far  in  1968,  the  big  com- 
panies should  be  earning  two  or  three 
times  as  much  as  they  are  reporting. 
Profits  are  held  down  by  increasing 
imports  and  by  the  inabiUty  to  raise 
prices  of  profitable  items  which  these 
imports  involve.  Furthermore,  the 
public  knows  that  this  first-half  activity 
is  borrowing  business  from  the  second 
half,  whether  there  is  a  strike  or  not. 

Steel  company  managements  are  as 
impatient  as  investors  about  this  condi- 
tion; and  it  is  beginning  to  be  realized 
that  something  must  be  done  for  stock- 
holders. For  this  reason  I  think  some 

*Mr.  Hooper  is  associated  with  the  New  Yorl< 
Stock  Exchange  firm  of  W.E.  Hutton  &  Co. 
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steel  companies  will  be  spinning  ol 
subsidiaries,  and  many  may  be  divei 
sifying  into  other  industries.  I  don 
think  the  failure  of  the  Cerro  merger 
for  instance,  means  that  Bethleher 
Steel  will  do  nothing  about  diversifica 
tion;  nor  do  I  think  that  property^ric; 
U.S.  Steel  will  fail  to  take  some  step 
that  are  pleasing  to  shareowners.  Th 
jisk  in  buying  U.S.  Steel  at  these  price 
looks  small  to  me  in  relation  to  profi 
possibilities.  I  suspect  the  stock  is  muc 
more  interesting  than  AT&T. 

People  often  remark  to  me  tha 
"nothing  in  the  stock  market  is  cheap 
If  you  use  the  standards  of  1922,  1932 
1942,  1952  or  even  1962,  that  is  true 
But  standards  have  changed.  Mos 
stocks  are  stronger  investments  no\ 
than  in  past  years,  and  inflation  ha 
made  bonds  less  attractive  (in  spite  o 
yields)  and  stocks  more  attractive  (L 
spite  of  the  small  dividend  incom 
they  provide).  Most  important  of  al 
the  institutions  are  constantly  buyin 
stocks  from  individuals  for  the  benei 
of  those  indirect  investors  who  hav 
a  participation  in  mutual  funds,  pen 
sion  funds  and  in  other  so-called  insti 
tutions.  These  institutions  are  creatin 
a  real  people's  capitalism,  and  in  doin 
so  they  are  making  shares  scarcer  anr 
more  expensive.  This  is  something  tha 
has  been  playing  into  the  hands  of  th 
performance  boys,  and  is  still  helpini 
them  make  a  showing. 

Brief  Comments 

I  think  Pan  American  Sulphur  (35 
is  an  interesting  stock.  The  compan 
is  rich  in  cash,  which  I  expect  will  b 
skillfully  invested,  perhaps  in  the  de 
velopment  and  equipment  of  ne\ 
natural  resource  properties.  It  pay 
$1.50  a  share  in  dividends  while  yo 
wait.  .  .  .  Owens-Corning  Fibregla 
(74),  down  from  92%  in  1966.  is 
research-minded  company  in  an  in 
dustry  related  to  building  materials,  in 
sulation,  transportation  and  househol 
devices.  A  good  improvement  in  earn 
ings  is  expected  this  year.  The  stoc 
looks  interesting  to  me.  .  .  .  First  Chai 
ter  Financial  (31)  had  resources  c 
$2.1  billion  working  for  stockholder 
at  the  end  of  last  year  with  9.4  millio 
shares  issued.  Those  figures  are  some 
thing  to  think  about.  .  .  . 

Palabora  Mining  (13)  had  a  ne 
income  of  $51.5  million  last  year  con- 
pared  with  $36.5  million  in  1966.  1 
mined  14.6  million  tons  of  ore  an 
produced  84,370  tons  of  copper.  Divi 
dends  paid  from  1967  net  income  (i 
1967  and  in  March  1968)  were  $1.1 
a  share.  .  .  .  Drug  shares  are  attractin 
more  attention  because  of  a  bette 
trend  in  earnings.  The  institutions  lik 
the  drug  shares  because  earnings  ar 
high  on  invested  capital  and  on  eac 
dollar  of  sales.  ■ 
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GOOD  AS  THEY  ALL  ARE 

not  one  of  these  stocks  should  be  held  or  bought  or  sold 


General  Motors 
American  Telephone 
Pan  American  Airways 
McDonnell-Douglas 
DuPont 


■  W.H.Rorer 

■  Union  Carbide 

■  Standard  Oil  (N.  J.) 

■  Great  Western 
Financial 


■  General  Electric 

■  U.S.  Steel 

■  Itek 

■  Sperry  Rand 

■  Goodyear 


nor  should  any  one  of  the  other  1400  stocks 
under  weekly  evalution  by  Value  Line 


ntil  you  check  Value  Line's  objec- 
jve  determinations  of  what  relative 
rice  changes  you  can  reasonably 
xpect  of  each— and  when. 

alue  Line's  70  research  special- 
5ts  devote  their  full  time  and  en- 
trgy  to  these  questions.  Every  week 
hey  classify  all  the  stocks  covered 
he  year  round  by  Value  Line  into 
ne  of  five  groups  indicating  how 
hey  are  likely  to  perform  in  the 
larket,  relative  to  the  others,  in 
he  next  12  months. 

he  five  groups  are  designated  I 
Highest),  II  (Above  Average),  III 
Average),  IV  (Below  Average),  and 
'  (Lowest).  When  Value  Line  rates 
stock  I  (Highest)  for  probable 
ear-ahead  market  performance,  it 
neans  simply  that  this  stock  is 
me  of  the  group  that  will  probably 
;o  up  most  in  a  rising  market  or 
lown  least  in  a  falling  market,  rela- 
ive  to  the  stocks  in  the  other  four 
[roups;  II  (Above  Average)  stocks 
/ill  do  better  than  III  (Average),  III 
letter  than  IV  (Below  Average),  and 
^  better  than  V  (Lowest). 

\n6  for  the  next  three  to  five 
'ears,  the  same  determinations, 
rom  I  down  to  V.  And  for  the  pe- 
iod  beyond  five  years,  the  same 
atings,  from  I  down  to  V.  And  for 
lividend  income  in  the  next  12 
nonths,  the  same  ratings,  from  I 
Highest)  down  to  V  (Lowest). 

^lOTE:  Not  every  one  of  the  more 
:han  1400  stocks  will  perform  in 
:he  market  in  accordance  with  its 
atings.  But  such  a  large  percent- 
age have  in  the  past,  for  reasons 
:hat  are  logical,  that  you  owe  it  to 


yourself  to  check  every  stock  that 
you  now  hold  or  are  thinking  of 
buying  or  selling  with  Value  Line's 
objective  determinations  of  prob- 
ability. 

THE  COUPON  will  bring  you  for  the 
term  you  check  — one  year  for 
$167,  3  months  for  $44,  or  4 
weeks  for  $5— the  complete  weekly 
editions  of  The  Value  Line  Invest- 
ment Survey.  Each  edition  consists 
of  full-page  reports  and  ratings 
on  about  105  stocks,  the  12-page 
Weekly  Summary  of  Advices  &  In- 
dex, and  the  8-  to  12-page  Selec- 
tion &  Opinion  section. ..  plus  the 
monthly  Special  Report  on  insider 
transactions  and  quarterly  Special 


Report  on  mutual  fund  transac- 
tions,  as  issued. 

BONUS  •  With  the  annual  or  three- 
month  subscription.  Value  Line 
will  ship  to  you  immediately  the  2- 
volume  Investors  Reference  Library 
which  will  give  you  the  latest  re- 
ports on  all  stocks  that  have  been 
published  prior  to  your  subscrip- 
tion. During  the  subscription 
period  all  1400  reports  will  be  up- 
dated. 

MONEY-BACK  GUARANTEE:  If  you 

are  dissatisfied  with  Value  Line  for 
any  reason,  return  the  material 
within  30  days  for  a  full  and  prompt 
refund. 


In  fairness  to  regular  subscribers,  who  pay  $167  a  year  for  The  Value  Line 
Investment  Survey,  we  cannot  make  the  $5  trial  for  4  weeks  of  service  avail- 
able to  anyone  who  has  already  had  such  a  trial  within  the  past  six  months. 


□  ONE  YEAR-  $167 
(52  EDITIONS) 


□  .3  MONTH  TRIAL— $44 
(13  EDITIONS) 


Send  me  the  complete  service  for  the  term  checked  plus 
—as  a  bonus— the  2-volume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the 
13  weeks  preceding  start  of  this  subscription, 
a  Payment  enclosed  D  Bill  me 


□  FOUR  WEEK  TRIAL-$5 
(4  EDITIONS) 

Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service  for  $5.  I  enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


Name  (please  print). 
Address  


AA16-57 


City. 


.State. 


Zip 


(Subscription  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents, 
please  add  5%  sales  tax:  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

THE  VALUE  LIIVE 

I1NVESTME3IVT   SURVEY 

Published  by  Arnold  Bombard  &  Co.,  Inc. 
5  EAST  44th  STREET,  NEW  YORK,  N.  Y.  10017 

(No  a»ifinmcn(  o/  l/i($  aurccmcnt  will  be  made  without  iubicriber'i  consent.) 
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CAN  BULL  MARKETS 
"SNEAK  UP"  ON  YOU? 


Eruptions  in  the  stock  market  come  sud- 
denly, frequently  without  warning.  But  the 
discerning  investor  often  can  detect  the 
sounds  of  bubbling  underneath  in  time  to 
take  appropriate  action. 

We  suggest  that  you  listen  constantly.  A 
good  way  to  get  your  ear  attuned  is  to  accept 
this  . .  . 

SPECIAL  OFFER:  Receive  our  Positive  Invest- 
ment Program  —  plus  a  5-week  trial  subscrip- 
tion to  Investors  Research  Reports.  These 
reports  analyze  price  trends  of  over  600  lead- 
ing stocks  and  provide  information  which  you 
may  find  invaluable.  All  you  send  us  is  $1  — 
but  act  now ! 


INVESTORS  RESEARCH  COMPANY 

Dept.  F-5,    924  Laguna  Street 
Santa  Barbara,  California  93102 


For  $1  please  air  mail  my  trial 
subscription  plus  your  Positive 
Investment  Program. 


Name 

Address- 
City 


-State- 


.  Zip- 


How  to  gain  the 

advantages  of 

investment 

management  for  a 

$5,000  to  $50,000 
portfolio 


If  you  have  saved  or  acquired  $5,000  to 
$50,000,  you  naturally  want  to  make  your 
capital  grow.  But  you  may  actually  be  losing 
ground  due  to  inflation  and  taxes. 

To  help  solve  this  problem,  clients  in  55 
countries  have  placed  their  accounts  under 
The  Danforth  Associates  Investment  Man- 
agement Plan,  a  unique  program  originally 
developed  by  a  Boston  family  to  manage 
its  own  common  stock  investments. 

As  in  any  investment  program,  losses  do 
and  will  occur.  However,  the  plan  thus  far 
has  proved  especially  efficient  in  providing 
continuing  capital  growth  supervision  for 
individual  portfolios  starting  with  from 
$5,000  to  $50,000  in  cash  or  securities. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan  and  its 
complete  10-year  "performance  record," 
simply  write  Dept.A-38. 

THE  Danforth  Associates 
Wellesley  hills,  Mass.,  U.S.A.  oai8i 

Investment  Management    .    Incorporated  1936 
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STOCK  ANALYSIS 


by  HEINZ  H.BIEL* 


Turnabout 


Anyone  who  changes  his  opinion  as 
fast  as  he  can  put  on  a  new  shirt  is*- 
liable  to  be  called  an  unprincipled  heel. 
Wall  Street  can't  afford  to  be  so  high- 
minded  about  principles.  There  are 
moments  when  you  must  reverse  your 
course  even  faster  than  you  change 
your  shirt.  If  you  don't,  if  you  adhere 
to  a  definite  line  of  thinking  because  it 
made  such  compelling  sense  to  you 
yesterday,  you  may  have  to  be  pre- 
pared to  pay  a  penalty  for  being  stub- 
born. The  stock  market  is  not  the  place 
where  you  expect  candy  to  be  handed 
out  to  the  kiddies,  or  mercy  given  to 
the  naive.  Wall  Street  is  the  toughest 
place  for  matching  wits.  It  is  not  a 
penny-ante  game,  and  the  wits  are  the 
smartest,  hungriest,  most  ambitious  and 
most  moneyed  in  the  world.  The  mere 
fact  that  the  Securities  &  Exchange 
Commission  and  the  New  York  Stock 
Exchange  have  laid  down  certain  rules 
of  conduct  does  not  make  the  stock 
market  any  safer  than  the  presence  of 
umpires  prevents  bloody  noses  or 
knocked-out  teeth  in  a  professional  ice 
hockey  game. 

At  a  recent  forum  of  institutional  in- 
vestors the  question  was  raised  whether 
in  today's  market  the  professionals 
were  not  in  a  position  of  superior 
advantage  over  the  individual,  sort  of 
a  cat-and-mouse  situation,  with  all  the 
trumps  (to  murder  a  metaphor)  being 
held  by  the  cats.  Being  in  a  position 
where  I  can  watch  the  week-by-week 
performance  race  of  several  hundred 
mutual  funds,  I  would  be  inclined  to 
say  that  a  clever  and  agile  mouse  will 
run  circles  around  any  big,  fat  cat. 
Or  putting  it  into  simple  Wall  Street 
language,  it's  a  lot  easier  to  buy  500 
shares  than  50,000  shares. 

The  Right  Moment 

It  is  rare  when  you  can  tell,  instinc- 
tively, that  right  here  and  now  there 
is  a  major  turning  point.  A  completely 
new  ball  game.  That  is  the  moment 
when  you  should  discard  all  your  firm- 
ly set  thoughts  and  start  anew.  I  re- 
member clearly  the  November  Sunday 
morning  in  1962  when  I  heard  over  the 
car  radio  that  Khrushchev  had  con- 
sented to  take  those  missiles  out  of 
Cuba.  What  a  sigh  of  relief!  And  what 
a  turning  point  it  was! 

Most  of  us  felt  the  same  way  when, 
on  Mar.  31,  President  Johnson  ordered 


a  limitation  of  bombing  of  North  Viet-  ' 
nam  and  invited  talks  intended  to  end  I 
one  of  the  most  costly,  fruitless  and  I 
frustrating  adventures  in  our  history. 
Here  at  last  seemed  to  be  the  key  for 
many    of    the    problems    that    were 
plaguing  us  so  badly.  We  had  come  to 
blame   just    about   everything   on   the 
"mess   in   Vietnam" — the    balance-of- 
payments    deficit;    accelerating    infla- 
tion; the  acute  dividedness  of  the  na- 
tion  between    doves   and   hawks;    the 
increasing  hostility  in  our  relations  even  ' 
with   our   best   friends   abroad;   racial  ' 
tension,  partly  blamed  on  the  diversion 
of  money  for  war  instead  of  helping 
the   poor   and   rebuilding  the   ghettos. 
You  name  it.  All  was  attributed,  with 
more  or  less  justification,  to  Vietnam. 
And,    suddenly,    here    came    the    first 
realistic  hope  for  a  possible  end  of  this 
nightmare. 

To  this  should  be  added  one  im- 
portant factor.  President  Johnson's  an- 
nouncement voluntarily  withdrawing 
from  this  year's  Presidential  election 
greatly  enhanced  the  prestige  and  the 
dignity  of  the  office  of  the  Presidency 
and  of  our  democratic  institutions.  Be- 
ing free  now  of  the  necessity  to  court 
the  voter's  favor,  he  can  and,  let  us 
hope,  will  do  the  things  that  are  in 
the  country's  best  interest,  although 
not  necessarily  popular.  By  his  action 
President  Johnson  gave  new  luster  and 
confidence  to  the  U.S.  at  a  time  when 
it  was  desperately  needed. 

In  a  fast-moving  market  such  as  we 
have  witnessed  this  past  month,  a  bi- 
monthly column  can  be  of  no  help  to  a 
trader  who  must  act  instantaneously  if 
he  wants  to  maximize  profits.  Once 
again,  however,  we  experienced  the 
same  phenomenon,  for  profits  go  where 
the  action  is.  Between  March  and 
April  Control  Data  advanced  some  50- 
odd  points — with  no  change  in  status, 
earnings  projections  or  anything  else. 
Dont   try   to   rationalize   the   market. 

I  am  much  impressed  by  the  con- 
tinuing progress  of  Westingfwuse  Elec- 
tric. First-quarter  profits  rose  26.7%. 
much  more  steeply  than  the  17%  gain 
in  sales.  That's  what  investors  like  to 
see.  The  1968  net  should  be  well  over 
$3.60  a  share,  a  new  high  by  a  wide 
margin.  Give  a  strong  "plus"  to  WX. 

A  building  boom  is  generally  con- 

*Mr.  Biel  is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Emanuel.  Oeetjen  &  Co. 
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idered  a  more  or  less  foregone  con- 
rlusion  //  peace  should  come  in  Viet- 
lam.  Few  stocks  in  this  industry  are 
'cheap"    by    conventional    investment 
tandards,  but  a  market  that  remains 
lominated     by     performance-oriented 
)rofessionals  with  huge  funds  remain- 
ng  to  be  committed  is  not  going  to  be 
■conventional."    Therefore    I    suggest 
hat   attention   be   given   to   a  highly 
jnconventional.  aggressively  and  com- 
jetently  managed  company,  Boise  Cas- 
:ade.   Originally   a   lumber   company, 
his  relative  newcomer  to  the  NYSE 
las  greatly  expanded  the  scope  of  its 
ictivities,  which  now  include  pulp  and 
japer,   building  materials,  home  con- 
;truction  and  mobile  homes,   packag- 
ng.  etc.   Boise   Cascade,  sensing   and 
inticipating  the  inevitable  need  for  re- 
building   the   cities"    ghettos,    recently 
livent  into  partnership  with  one  of  the 
/ery  few  Negro-owned  and  -managed 
:onstruction    firms.     Merging     BCC's 
;redit  and  management  expertise  with 
fhe  political  and  racial  acceptability  of 
^ts   partner   should    result    in   tangible 
Advantages.  While  the  highly  leveraged 
capital  structure  injects  a  speculative 
element,  the  stock,  even  at  its  advanced 
level,    has    distinct    attraction    for    a 
:apital-gains-minded  investor. 

Toys,  Games  &  Education 

It  is  with  understandable  reluctance 
that  a  security  analyst  comments  favor- 
ably on  a  stock  that  has  tripled  in  price 
in  the  past  year  and  a  half.  One  is 
inclined  to  be  equally  hesitant  to  sug- 
gest that  serious  and  mature  people  in- 
vest in  a  medium-sized  company — 
S43-million  sales  last  year — whose 
principal  business  is  games,  toys  and 
puzzles  for  the  youngsters.  Besides, 
this  stock  now  sells  at  better  than  five 
times  its  book  value,  offering  a  divi- 
dend yield  of  only  about   1.6%. 

Yet  the  company's  past  record  and 
prospects  do  seem  to  warrant  consid- 
eration by  open-minded,  aggressive  in- 
vestors. The  company  is  Milton  Brad- 
ley, whose  products  are  designed  to 
stimulate  the  intellectual,  emotional 
and  creative  development  of  young- 
sters. This  is  an  objective  of  educators 
for  children  in  the  preschool  as  well 
as  in  the  early  elementary  school  years, 
and  for  the  underprivileged  kids  in 
federally  financed  Headstart  programs 
as  well  as  for  the  children  of  the  more 
affluent  segments  of  our  society.  With 
1968  earnings  estimated  to  approach 
$2  a  share  vs.  $1.63,  SI. 23  and  94 
cents  (adjusted  for  the  recent  2-for-l 
split)  for  the  three  preceding  years, 
MB  is  selling  at  a  rather  high,  but  not 
exorbitant,  earnings  multiple,  especial- 
ly when  compared  with  the  lofty  P/E 
of  Mattel,  the  largest  toy  company, 
which  is  selling  at  better  than  30  times 
projected   1968  profits.    ■ 


$100,000,000 

Sears,  Roebuck  and  Co. 

%%%  Sinking  Fund  Debentures  due  April  1, 1993 


Price  100% 


(•nd  accrued  interest  from  April  1,  1968) 


Upon  re<juest,  a  copy  of  the  Prospectus  describing  these  securities  and  the  business  of  the 
Company  may  be  obtained  in  any  State  Irom  any  Underwriter  who  may  regularly  dis- 
tribute it  within  such  State.  The  securities  are  offered  only  by  means  of  the  Prospectus, 
and  this  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  any  offer  to  buy. 


Goldman,  Sachs  &  Co. 

The  First  Bcyston  Corporation 

A.  G.  Becker  &  Co.         Drexel  Harriman  Ripley 

Glore  Forgan,  Wm.  R.  Staatt  Inc. 


Halsey,  Stuart  &  Co.  Inc. 

Kuhn,  Loeb  &  Co. 
Eastman  Dillon,  Union  Securities  &  Co. 
Hornbiower  &  Weeks-Hemphill,  Noyes 


Lazard  Freres  &  Co. 


Loeb,  Rhoades  &  Cc. 


Kidder,  Peabody  &  Co. 

Incorporated 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Paine,  Webber,  Jackson  &  Curtis 

Incorporate 

Salomon  Brothers  &  Hutzler     Smith,  Barney  &  Co.     Stone  &  Webster  Securities  Corporation 

Incorporated 

Wertheim&Co.        White,  Weld  &  Co.        Dean  Witter  &  Co.        Wood,  Gundy  &  Co.,  Inc. 
Allen  &  Company      American  Securities  Corporation      Bache  &  Co.      Bacon,  Whipple  &  Co. 

IncorpofBtrd  IncorporBted 

Bear,  Steams  &  Co.      William  Blair  &  Company      Alex.  Brown  &  Sons     Clark,  Dodge  &  Co. 

Incorporated 

Dominick  &  Dominick,     Francis  I.  duPotit,  A.  C.  Allyn,  Inc.     Equitable  Securities,  Morton  &  Co. 

Incorporated  Incorporated 

Goodbodv  &  Co.  Hallgarten  &  Co.  Hayden,  Stone  E.  F.  Hutton  &  Company  Inc. 

Incorporated 

W.  E.  Hutton  &  Co.    Ladenburg,  Thahnann  &  Co.    W.  C.  Langley  &  Co.    F.  S.  Moseley  &  Co. 


Reynolds  &  Co.        L.  F.  Rothschild  &  Co. 


John  Nuveen  &  Co. 

<  Incorporated) 

Shields  &  Company  G.  H.  Walker  &  Co.  Wood,  Struthers  &  Winthrop 


Shearson,  Hammill  &  Co. 

Incorporated 


Incorporated 

April  17.1968 


TENNECO  INC. 


DIVIDEND 
NO.  83 


HOUSTON,  TEXAS 


The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  32<  per  share  on 
the  Common  Stock,  payable  June  18, 
1968,  to  stockholders  of  record  on  May 
24,  1968. 

M.  H.  COVEY,  Secretary 


Chemicals     •     Natural  Gas  Pipelines     •     Oil 
Packaging      •      Land  Use     •      Manufacturing 
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WHAT  MAKES 


oni 


INVESTMENT  ADVISORY  SERVICE 


All  investment  advisory  services  are  not 
alike.  Bulletin-type  services  are  designed 
for  mass  consumption  and  cannot  be 
written  specifically  for  you.  On  the  other 
hand  specialized  and  technical  services 
are  not  broad  enough  to  build  a  well- 
balanced  portfolio  which  we  believe  is 
necessary  if  safety  as  well  as  growth  is 
to  be  considered. 

BABSON'S    INVESTMENT   ADVISORY 
SERVICE    IS    DIFFERENT 

•  Babson's  analyzes  your  portfolio  and 
gives  you  an  investment  plan  tailored 
especially  for  you.  Your  registered  securi- 
ties will  be  under  the  constant  surveil- 
lance of  Babson's  Research  Department 
and  you  will  be  immediately  notified  when 
our   opinion    changes   on    any   of   them. 

•  You  will  be  assigned  a  professional  in- 
vestment advisor  with  whom  you  may  con- 
sult at  any  time  by  mail,  wire,  phone,  or 
in  person.  •  As  a  Babson  client  you  will 
also  receive  the  famous  Investment  and 
Barometer  Letter  to  help  keep  you  alert 
to  economic  developments  and  stock- 
market  trends.  This  informative  letter 
throughout  the  year  will  bring  you  re- 
search reports  on  hundreds  of  stocks 
and  bonds  in  vital  industries.  •  The 
Babson  Investment  Advisory  Service  is 
directed  toward  growth  of  your  investment 
portfolio  both  in  terms  of  income  and 
appreciation. 

A  flat  fee  of  $180.00  a  year  covers  the 
complete  service,  regardless  of  the  dollar 
value  of  your  portfolio. 

BABSON'S  IS  DIFFERENT  IN  MANY  WAYS 

—  perhaps  the  greatest  of  these  is  Bab- 
son's 65  years'  experience  in  the  invest- 
ment advisory  field. 

We  would  be  delighted  to  send  you   a 
FREE    BROCHURE    describing    in    detail 
how  Babson's   Investment  Advisory  Ser- 
vice may  be  of  great  benefit  to  you. 
Simply  mail  the  coupon  below. 


Babson's   Reports   Inc., 

Wellesley  Hills,  Mass.  02181,  Dept.  F-254 

Send  free  brochure  on  Babson's 
$180  Investment  Advisory  Service. 


Name 


1904 


1968 


BABSON'S  REPORTS  ino. 

WELLESLEY  HILLS,  MASS.  02181 
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TECHNICIAN'S  PERSPECTIVE 

by  JOHN  W.  SCHULZ* 


After  The  Stampede 


Not  VERY  SURPRISINGLY,  many  inves- 
tors regarded  the  explosive  stock-map- 
ket  rise  during  the  first  half  of  April 
as  "crazy"  or,  at  best,  "highly  emo- 
tional." Perhaps  inevitably,  too,  some 
observers  insisted  it  was  merely  a  flash 
in  the  pan,  a  typical  bear-market  rally. 
In  my  opinion,  the  advance  was  none 
of  these  things.  To  be  sure,  it  was  a 
buyers'  stampede;  but  as  such  it  made 
a  great  deal  of  technical  sense  under 
conditions  in  which  a  massive  volume 
of  buying  power  was  trapped  on  the 
sidelines  by  an  abrupt,  fundamental 
improvement  in  the  general  invest- 
ment climate. 

The  owners  of  this  buying  power 
were  not  necessarily  crazy;  they  were 
just  in  a  hurry  to  put  some  of  their 
surplus  cash  back  into  stocks.  Nor 
were  they  necessarily  acting  on  emo- 
tional impulse,  stirred  only  by  a  sud- 
den prospect  of  peace  where  there  had 
been  none  before.  Of  more  immediate 
economic  significance  than  the  outlook 
for  an  armistice  and  a  political  settle- 
ment in  Vietnam,  which,  it  must  be 
realized,  may  take  many  frustrating 
months  to  negotiate,  was  President 
Johnson's  clearly  stated  shift  in  U.S. 
policy  from  escalation  to  de-escalation 
of  the  war  effort. 

This  policy  switch  implied  that  de- 
fense spending  was  no  longer  bound 
to  balloon  endlessly,  which  meant  the 
federal  budget  deficit  could  be  brought 
under  control  without  resort  to  severe 
deflationary  measures,  such  as  an  all- 
out  credit  squeeze  and/ or  a  greater- 
than-expected  tax  increase.  With  the 
threat  of  such  measures  conceivably 
reduced  to  the  vanishing  point,  not 
only  by  the  change  in  military  policy 
but  also  by  a  heightened  need  to  pre- 
serve domestic  peace,  there  was  no 
major  reason  left  for  the  huge  accu- 
mulation of  institutional  cash  reserves 
to  remain  idle  or  for  bearish  specula- 
tors to  carry  large  short  positions 
(see  this  column  in  the  previous  issue). 

From  this  point  of  view,  the  stam- 
pede to  buy  common  stocks  was  not 
emotional  but  thoroughly  rational.  In 
the  absence  of  a  realistic  deflationary 
threat,  common  stocks  and  the  earn- 
ing power  they  represent  are  intrin- 
sically more  desirable  than  cash.  In 
the  same  context,  the  notion  that  a 
bear  market  is  in  progress,  and  that 
last  month's  spurt  in  stock  prices  was 


no   more    than    a   bear-market   rally 
looks  thoroughly  unrealistic. 

But  to  say  that  long-term  investors 
are  now  without  a  logical  basis  fo 
fearing  a  major  downtrend  in  stocl 
prices,  one  that  might  carry  the  pop 
ular  averages  to  or  through  their  196( 
bear-market  lows,  is  not  tantamoum 
to  saying  that  they  can  sensibly  keei 
bidding  up  stock  prices  to  levels  wheR 
these  averages  would  far  exceed  the* 
1967  highs.  While  a  policy  of  severe 
deflation  may  have  become  obsoletei 
milder  forms  of  restraint  may  neven 
theless  still  be  deemed  necessary  fc 
contain  whatever  inflationary  pressure 
might  be  generated  by  mounting  com 
sumer  confidence  as  a  result  of  de 
escalation  and  further  moves  towan 
peace  in  Vietnam. 

A  Broad  Trading  Range 

Thus,  a  return  to  "active  ease"  ij 
monetary  policy  is  still  far  below  tbi 
horizon,  and  some  increase  in  taxe 
may  soon  be  imposed,  along  witi 
some  cuts  in  the  federal  budget.  Inter; 
est  rates  remain  high  (at  present  tbl 
discount  rate  is  going  up),  and  cor 
porate  after-tax  earnings  might  do  well 
to  score  a  relatively  modest  year-ta 
year  gain  in  the  current  year.  Undei 
such  conditions,  stock  prices  could  be 
come  truly  vulnerable  to  emotiona 
overvaluation  within  a  few  percent 
age  points  above  last  year's  averag 
highs. 

On  the  other  hand,  under  the  sam 
conditions,  the  March  1968  low; 
posted  when  prospects  seemed 
much  darker,  should  prove  to  be  im 
pregnable.  As  this  column  tried  t 
demonstrate  two  weeks  ago,  institu 
tional  investors  would  need  a  goO' 
many  months  to  funnel  their  surplu 
cash  back  into  the  stock  market.  The 
may  be  reluctant  to  pay  steeply  highe 
prices,  but  I  suspect  they  will  want  t 
be  buying  whenever  prices  ease.  Inaj 
much  as  these  investors  almost  cei 
tainly  will  continue  to  set  the  pace  fo 
others,  I  would  expect  the  major  avei 
ages  to  keep  fluctuating  mostly  withi 
the  broad  trading  range  staked  out  b 
their  1967  highs  and  their  March  196 
lows,  at  least  between  now  and  elec 
tion  time,  possibly  throughout  the  re; 
of  this  year.  ■ 

*Mr.  Schuiz  is  a  partner  in  the  New  York  Stoc 
Exchange  firm  of  Wolfe  &  Co. 
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To  a  man  who  hopes  to  increase  his  net, 
after-tax  results  from  investments 
significantly— in  the  next  five  years! 


If  one  assumes  there  is  some  science  to 
making  money  in  stocks,  the  thing  to  do 
would  seem  to  be  to  tr>'  to  isolate  the  pri- 
mary requirements  that  have  caused 
money  to  be  made. 

Experience  probably  makes  you  ac- 
quainted with  modem  business  manage- 
ment principles  which  can  make  the 
difference  between  sad,  mediocre  or  good 
results  in  running  a  business.  Have  you 
considered  that  modern  business  manage- 
ment principles  might  also  help  make 
your  financial  future  significantly  more 
comfortable  if  those  principles  are  applied 
consistently  in  managing  your  investments? 

For  example,  think  about  your  stocks 
as  you  consider  this  typical  business  man- 
agement principle:  "Results  are  accom- 
plished by  allocating  resources  to  exploit- 
ing opportunities,  not  to  solving  prob- 
lems." 

Ponder  That  Statement 

There  is  nothmg  exceptionally  pro- 
found nor  unusual  in  that  observation. 
A  successful  business  executive  applies 
that  basic  principle  as  a  way  of  life  in 
appraising  the  merits  of  a  possible  acqui- 
sition or  in  measuring  the  potential  market 
for  a  new  product.  He  uses  that  principle 
almost  routinely  in  deciding  when  to  elim- 
inate a  division,  a  product  line  or  a  man- 
agement unit  that  does  not  produce  results 
that  meet  his  predetermined  profit  re- 
quirements. 

However,  is  that  management  principle, 
and  others,  being  applied  effectively  in 
managing  your  personal  investments? 
That  is,  do  you  have  a  specific  investment 
plan  that  helps  you  concentrate  resources 
in  opportunity  stocks  and  eliminate  prob- 
lem stocks? 

Please  Do  Not  Misunderstand 

I  do  not  imply  that  the  semi-psycholog- 
ical problem  of  stock  selection  and  stock 
elimination  can  be  reduced  to  an  effective 
system.  Any  seasoned  investor  who  has 
ever  tried  to  make  money  in  stocks  by 
theories  or  systems  would  recognize  such 
an  attempt  as  nonsense.  We  are  not  talk- 
ing about  a  system.  We  are  talking  about 
applying  business  principles  in  trying  to 
reduce  risk  and  increase  net,  after-tax  re- 
sults from  investments  in  stocks.  To  iden- 
tify the  problem  and  the  potential,  con- 
sider these  hypothetical  examples  — 


(a)  Assume  $1,000  of  your  money  invested 
in  Textron  stock  for  five  years,  1958 
through  1962;  then  Textron  sold  and  the 
proceeds  put  into  General  Foods  with 
General  Foods  stock  then  held  for  the 
next  five  years  to  the  end  of  1967.  //  you 
did  that,  your  SI ,000  would  have  grown 
to  only  $1,300. 

But,  turn  that  situation  around: 

(b)  Assume  $1,000  in  General  Foods  stock 
1958  through  1962,  then  switched  to 
Textron  which  you  hold  to  the  end  of 
1967.  In  that  event,  your  $1,000  grows 
to  $24,200! 

Take  another  example  — 

(a)  Assume  $1,000  in  Howmet  stock  (for- 
merly Howe  Sound)  1961-1964;  then 
switched  to  Chrysler  and  hold  Chrysler 
to  the  end  of  1967.  Your  $1,000  .shrink.'/ 
to  $665. 

(b)  Reverse  the  order  of  those  investments 
in  those  two  3-year  periods  and  your 
$1,000  grows  to  $37,600! 

Question:  What  are  the  principles 
which  may  help  accomplish  more  of  (b) 
and  less  of  (a)? 

By  no  stretch  of  the  imagination  are 
there  principles  that  will  help  you  and  me 
to  even  remotely  approach  all  of  Condition 
(b)  and  do  none  of  Condition  (a).  How- 
ever, several  years  ago  we  codified  these 
basic  principles  we  find  useful  in  working 
toward  that  desirable  objective: 

( 1 )  Most  large  corporations  experience  su- 
perior individual  Growth  Phases,  but 
these  may  occur  at  different  times. 

(2)  Growth  Phases  may  be  identified  in  seven 
classifications.  (Textron,  General  Foods, 
Howmet  and  Chrysler  reflect  three  of 
those  classifications.)  All  clear  Growth 
Phases  are  related  to  the  principle  of: 
"recognize  the  future  that  has  already 
happened  and  judge  the  impact  yet  to 
come." 

(3)  General  market  trends  may  accelerate  or 
retard  the  stock  of  a  corporation  in  a 
Growth  Phase,  but  corporations  in 
Growth  Phases,  do  not  depend  on  mar- 
ket trends,  they  make  their  own. 

(4)  All  Growth  Phases  are  temporary!  Al- 
though some  Growth  Phases  last  for 
years,  in  the  stocks  the  period  of  super- 
ior progress  often  is  preceded  and  fol- 
lowed by  long  periods  of  quiescent  or 
negative  performance. 
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Our  research  people  have  codified  some 
check  points  which  we  find  helpful  in 
identifying,  then  relatively  measuring 
Growth  Phase  life  spans  through  stages 
of  germination,  progress,  realization  and 
termination.  In  a  broad  way,  we  find 
Growth  Phases  may  be  plotted  approxi- 
mately as  shown  in  The  Mills  Growth 
Curve. 

If  You  Invest  $10,000  to  $500,000 

Of  course,  I  do  not  know  what  your 
personal  investment  goals  are,  but  I  do 
know  they  are  important  to  you. 

Here  at  Mansfield  Mills  Inc.  we  are 
not  brokers;  we  have  no  mutual  funds  to 
sell;  no  subscription  service  to  promote. 
My  staff  and  I  devote  our  full  attention 
to  providing  private  investment  counsel 
for  people  who  have  looked  into  our  pro- 
gram and  liked  what  they  saw. 

If  our  investment  principles  are  in  line 
with  your  thinking  and  if  you  invest  $10,- 
000  to  $500,000  or  more  in  stocks  and 
if  you  believe  you  might  like  to  shift  in- 
vestment decision-making  responsibility 
from  your  shoulders  to  your  personal  in- 
vestment counsel  .  .  .  request  a  compli- 
mentary copy  of  this  48-page  booklet,  ex- 
amine the  facts  and  determine  by  your 
own  judgment  if  this  plan  is  for  you. 

^  '-^^^^^ 

Investment  Adviser  since  193S. 

Clients  in  all  states  and  abroad. 

Mansfield  Mills,  Inc.  7918  Ivanhoe  Ave. 
P.O.  Box  351  La  Jolla,  California  92037 


Send  me  a  complimentary  copy  of  "Personal  Investment  Counsel" 

Q  I  depend  upon  investments  for  some  income 
g\      \M  Q  Capital  gains  are  my  main  objective 

Name 

Address 

City 


-State- 


-Zip- 


Mansfield  Mills,  Inc.  7918  Ivanhoe  Ave.,  P.O.  Box  351  La  Jolla,  Californw  92037 
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NOW...COMPUTER  BASED 
SUPERVISION  FOR  YOUR 
PORTFOLIO  OF  $10,000- 
$100,000. 

Roger  E.  Spear,  Investment  Advisor,  has 
developed  a  practical  way  for  your  portfolio 
to  be  put  under  professional  supervision. 
Serving  clients  in  all  50  States  and  21  for- 
eign countries.  Spear  &  Staff  employs  the 
skills  of  investment  specialists,  expert  re- 
search and  third  generation  computer  facili- 
ties to  analyze  facts  and  help  make  timely 
decisions. 

Mr.  Spear's  Decision  Management  Plan  has 
proved  particularly  helpful  in  achieving  con- 
servative capital  growth  for  busy  people 
who  appreciate  the  risks  and  seek  the  re- 
wards of  a  professionally  managed  common 
stock  portfolio. 

For  complete  information  send  for  our  32- 
page,  complimentary  booklet,  "Declare  Your 
Own  Dividends." 


■  SPtAR  &  STAFF,  INC. 

Investment  Management  Div. 

Dept.  MF501 

Babson  Park,  Mass.  02157 

Please  mail  to  me  at  once  your  compli- 
mentary 32-page  booklet  "Declare  Your  Own 
Dividends."  Confidentially  my  account  would 
amount  to  $ 

NAME 


STREET_ 
CITY 


STATE. 


.ZIP_ 


THE- 


METHOD  IS  NOW  ON 
ELECTRONIC   COMPUTER 

COVERS  ALL  NYSE  AND  ASE  STOCKS-Giving 
yoo:  FuM  Name  of  Stock  •  Reference  Point  (Lost 
Entry  On  Chort)  •  Recordoble  Price  Chonges 
(Daily  Price  Changes)  •  Buy  or  Sell  Signals 
•  Price  Objectives  •  Stop-Loss  Points  •  Relative 
Strength  Figure 

Now  after  two  full  years  of  programming  for 
the  electronic  computer,  you  will  be  able  to 
receive  each  week  the  all  new  12  page  Chart- 
craft  Weekly  Service  Ijy  Electronic  Computer. 
The  complete  Chartcraft  Method  of  Point  and 
Figure  Trading  has  been  programmed  and  we 
can  now  give  to  our  subscribers  highly  af-cu- 
rate,  complete,  and  timely  3  box  reversal  point 
and  figure  information. 

You  get  clear  unhedged  advice  when  you 
subscribe  to  the  Chartcraft  Weekly  Service 
We  may  not  be  right  all  the  time,  but  yoii 
don't  have  any  "ifs.  ands  or  buts"  when  we 
tell  you  the  market  is  going  up  or  down.  You 
can  compare  your  holdings  to  our  weekly  re- 
ports to  see  price  objectives  and  stop-loss 
points— buy  and  sell  signals.  See  what  the 
P&F  charts  say  about  your  stocks. 

Chartcraft  Is  one  of  the  largest  Point  and 
Figure  Service  Publishers  in  the  country,  serv- 
ing both  the  trader  and  investor  with  precise 
market  information   for  over  21  years. 

4  WEEK  TRIAL  AND  CHARTCRAFT 
METHOD  BOOK  ONLY  HO 

When  you  take  a  4.week  ;10  trial  to  the 
Chartcraft  Weekly  Service  we  will  also  send 
you  as  a  bonus  by  First  Class  Mail,  the  112- 
page  best  selling  Chartcraft  Method  book.  This 
book  regularly  sells  for  $3.95.  Just  send  your 

check  today  —  $10  for  a  4-wcek  Trial  to 

CHARTCRAFT,  INC..  Dept.  F -161,  1  West 
Ave..  Larchmont,  N.Y.  10538.  N.Y.  City  add 
5%  Ta.\.  N.Y.  State  2%. 


THE  MARKET  OUTLOOK 

by  SIDNEY  B.  LURIE* 

Don't  Wait  Too  Long 


The  FACT  that  our  peace  offensive  has- . 
been  greeted  so  enthusiastically  by  so 
many,  points  up  one  major  considera- 
tion: A  cessation  of  hostilities  is  far 
more  likely  to  be  a  stimulant  than  a 
depressant  to  economic  progress.  Of 
course,  the  deferred  demand  for  goods 
won't  be  as  large  as  it  was  after  World 
War  II,  for  this  has  been  a  guns-and- 
butter  economy.  But  peace  would  re- 
move the  current  psychological  re- 
straints on  consumer  spending,  and  a 
more  normal  rate  of  savings  could  have 
a  multiplying  impact  on  the  economy 
as  a  whole.  Peace  also  would  remove 
the  stresses  and  strains  that  have 
periled  prosperity. 

True,  the  swiftness  of  the  advance 
in  itself  may  have  dissipated  much  of 
the  previous  immunity  to  adverse  de- 
velopments. The  change  in  psychology 
has  been  revolutionary,  but  a  change 
in  the  fundamentals  can  only  be  evo- 
lutionary. Illustrative  of  the  point:  It's 
unrealistic  to  anticipate  an  early  change 
in  credit  policy,  and  there  may  be  road 
blocks  on  the  road  to  peace.  Even  so, 
I  believe  there  has  been  a  major  turn- 
about in  the  market  environment.  In 
other  words,  the  investment  climate 
now  will  be  buttressed  by  recognition 
of  one  consideration:  The  war  obvious- 
ly is  going  to  end  at  some  point  in 
time,  and  those  who  wait  for  the  final 
confirmatory  news  may  find  their  mar- 
ket decisions  anticlimatic. 

Where  will  the  issue  interest  be, 
particularly  on  the  part  of  the  profes- 
sional investor  who  makes  today's 
market  trends?  As  I  view  it,  a  glib 
generalization  to  the  effect  that  the 
search  will  be  limited  to  companies 
with  extra-high  earnings  "visibility" 
can  be  an  oversimplification.  There  is 
a  vast  difference  between  embryonic 
growth  and  identifiable  growth,  be- 
tween an  aggressive  investment  ap- 
proach and  an  emphasis  on  the  un- 
known. I  believe  sophisticated  buyers 
are  likely  to  have  an  approach  that 
features  values  as  well  as  dynamics. 

In  this  connection,  few  basic  indus- 
tries enjoy  as  bright  a  long-term  out- 
look as  residential  building.  And  the 
longer  the  promise  is  deferred,  the 
greater  the  ultimate  realization.  It's  not 
just  that  "normal"  demand  is  increas- 
ing while  the  supply  is  static.  Many  of 
our  social  problems  are  largely  rooted 
in  the  lack  of  proper  housing.  Further- 


more, too  much  emphasis  has  been 
placed  on  the  cost  of  money.  Price 
may  not  be  as  important  as  availability. 
The  auto  industry  is  another  but  less 
obvious  peace  beneficiary.  For  ex- 
ample: sport-car  sales  have  declined  as 
a  result  of  the  draft.  Peace  would 
mean  higher  household  formations,  am 
influence  on  new  car  demand.  And  the 
annual  scrappage  rate,  stationary  in  re- 
cent years,  would  increase. 

Promising  Auto  Outlook 

Speaking    of    Detroit,    business    is 
good.  While  compacts  are   skimming; 
some  cream  off  the  top,  this  is  a  busi-; 
ness  where  volume  makes  profits.  Even  i 
truck    demand    is    excellent    and    will 
reach  a  new  peak  in   1968.   Further- 
more, I  think  1969  could  be  an  all-time  i 
record  year  in  passenger-car  demand.  I 
The   long-forecast    lO-million-car-year 
could  arrive  ahead  of  schedule.  Thei 
pluses  I  see  in  the  outlook  are  not  just . 
that  used-car  prices  are  strong  and  auto  ^ 
buying   is    taking    a    less-than-normal  i 
proportion  of  consumer  disposable  in-' 
come.  In  addition,  it's  significant  to  re- 
call that  1965  was  the  last  really  big; 
year    of    passenger-car    demand    and.  i 
with  the  average  installment  buyer  us-, 
ing  three-year  paper,  these  purchasers 
will  be  back  in  the  market  in   1969.' 
Equally  important,  the  Big  Three  will 
have  dramatically  new  styles  in  their 
1969  models,  and  styling  plays  a  sig- 
nificant part  in  creating  demand. 

In  my  opinion,  there  are  some  in- 
teresting aspects  to  Kelsey-Hayes 
(around  41,  paying  $1.30)  apart  from 
the  prospect  that  this  fiscal  year's  earn- 
ings (ending  August)  may  reach  a  new 
high  of  about  $3.50-$3.75  per  share  as 
against  $3.22  for  the  previous  fiscal 
year.  I  believe  the  company  has 
achieved  top  position  in  the  disc  brake 
business,  which  in  a  few  years  could 
mean  $40  million  to  $50  million  of  ad- 
ditional volume  to  this  year's  estimated 
$290  million  to  $295  million  of  sales. 
An  equally  impressive  new  market 
could  in  time  evolve  for  an  antiskid  de- 
vice developed  by  Kelsey  which  is  now 
being  tested  on  2,000  trucks.  If  my 
optimism  with  respect  to  next  year's 
auto  outlook  is  correct,  fiscal  1968-69 
could  have  perhaps  a  $5-per-share 
earnings  potential.  ■ 

•Mr.  Lurie  is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Josephthal  &  Co. 
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Twice  Monthly    •     $3500  Per  Year      Registered  under  the  S.E.C.  Investment  Advisors  Act.   •  Fourth  Year 


COMPANY 


RECOMMENDED  PRICE  %  GAIN 
Date  PRICE(l)4-12-68  -LOSS 


NEW  YORK  STOCK  EXCHANGE 

Bangor  Punta  Corporation 8-9-65  16H  43'/4  '56 

Capital  Cities  Broadcasting 3-5-65  18Vi  58  220 

Carlisle  Corporation 9-17-66  22^8  UV*  50 

Gulf  and  Western 3-5-«5  11  43H  297 

Handleman  Company 4-6-66  T/t  24H  225 

(2)Hayes-Albion  Corporation                3-5-65  20'/4  50  147 

— Monogram  Industries                       9-10-66  IV,  53%  634 

New  York  Honduras  Ros;rio             7-9-65  24y.  47V4  92 

Royal  Crown  Cola 7-1-65  21!^  30  39 

(3)Sundstr3nd  Corporation &-19-67  45y»(3)  68y4  52 

(4)Teledyne 3-1-67  50Vi(4)122Vi  142 

Texas  Oil  and  Gas 6-10-65  23V4  56y4  131 

Tootsie  Roll  IndusUies 7-13-65  13y4  23'/i  71 

(5)Unisl»ps 1-22-65  23  64H  181 

Villager 9-26-66  23y4  32y4  38 

White  Consolidated  Ind 2-22-«6  26  46  77 

White  Cross  Stores 11-9-65  UH  35H  210 

AMERICAN  STOCK  EXCHANGE 

Alpha  industries 2-8-67  S'li  UH  102 

Ames  Department  Stores 11-4-66  6y4  18y4  170 

Automatic  Data  Processing 9-10-66  16  55  244 

CoHee  Mat                 6-10-65  14^4  26y4  79 

Condec  Corporation 3-5-65  6  36'/4  508 

Data  Processing  Fin.  &  Gen 9-2&%6  18y4  115H  514 

Deseret  Pharmaceutical 1-3-67  19y4  44y4  124 

Oiversilied  Metals  1-5-67  43V4  63'/4  44 

Ouval  Corporation 2-26-66  95H  185  93 

(6)Eckerd  Drugs  ol  Florida                   9-10-66  14V^  49^4  240 

Elcor  Chemical                                 1-20-67  \3'A  56%  305 

Fairfield  Noble  Corporation              6-11-66         9yi  22H  130 

House  of  Fabrics 3-16-68  21H  26y4  22 

Hunt  Chemical  Corporation               10-31-66  16  38  137 

Hydrometals 3-14-67  ll'/4  23  93 

Interphoto  Corporations 3-20-67  20yi  53H  159 

Jackson  Minit  MarkeU 1-22-65         7H  15Vi  117 

Marlene  Industries 3-8-68  36^1  46  25 

Masco  Corporation 1-22-65  14  45Vi  222 

Maul  Brothers,  Inc 11-10-66  15y4  26'/!  74 

Multi-Amp  Corporation     7-11-67  13'/4  SO/i  133 

Penn  Engineering  4  Mfg. 12-9-66         8'/4  UV,  117 

SavA-Stop    3-29-68  32y4  35M  7 

Shelby  Williams  Ind 10-31-66  13W  20</i  55 

Solitron  Devices 1-22-65         354  39y4  Wl        925 

Superscope    • 12-2-66         7>A  WA  173 

Tyco  Laboratories 12-24-66  23V4  90'/4  289 

(7)U.  S.  Radium                    2-2-66  22  69^.  217 

Valve  Corp.  of  America   1-22-65         9W  22'/4  134 

Volume  Merchandise 7-13-65         5H  19yi  277 

Whiting  Corporation 4-12-68  29'/4  29'/4  0 

Wyondotte  Industries 1-25-68  19>/4  18  —6 

OVER  THE  COUNTER  (Bid  Prices  Only) 

(8)Aero-Chatillon 1-25-68  24  18  -25 

Air  Industries 11-22-67  17y4  15'/g  -11 

American  Technical  Machinery...  4-7-67           7  15V4  121 

Barnes-Hind  Pharmaceuticals           10-31-66  21  39!^  88 

Bel  Fuse                                          10-12-67        7W  13  82 

Brandon  Applied  Systems 4-12-68  10y4  10y4  0' 

Srenco 1-22-65         m  22!4  161 

Buckbee-Mears  Company 10-1-66  24  39  62 

Carolina  Pipeline 3-5-65           6M  16H  151 

Calandra  Photo 3-1-68  21  22  5 

Circle  K  Corporation 8-19-66  12  19  58 

(9)ColeOrug 11-9-66         8M  24  186 

Dorchester  Gas  Producing 12-24-66  11/4  13  15 

Dougherty  Brothers 2-13-68         6             9y4  62 

Electromagnetic  Industries 1-9-67           iVt  IVA  143 

Electronic  Control  Systems 11-18-65        7/4          9y4  25 

(lO)Filmohm  Corporation 4-17-67  14W  14  —3 

Fleetwood  Enterprises 11-22-67  15!4  29  87 

Fox  Stanley  Photo  Products 10-26-66  WA  52V4  308 

Gay  Gibson 3-22-68  14  15>/4  12 

Glassco  Instruments 3-22-68         6            SVt  37 

Hecks,  Inc 8-4-67  IIH  16/4  43 

Kentucky  Fried  Chicken 10-5-66         7  62/4  789 

Kenwin  Shops 5-10-67         554  11/j  104 

Kusan,  Inc 10-27-66  lO/a  18/4  76 

(ll)Leeds  Shoes 9-17-66         5/i        N.T.  N.T. 

02)Longs  Drug  Stores 10-21-66  28'/4  60  110 

lum's.lnc 11-4-66         V/t  40  813 

MacDermid 12-21-66  16/4  27V4  64 

Marion  Laboratories 8-2-66  19/1  76  287 

Memorex 8-24-66  UY,  63  257 

MPS  Corporation 6-12-67  26/4        15  -42 

National  Chemsearch  Corp 12-6-66  15/.  52/?  230 

(13)National  Systems  Corp 3-22-68  32  38/2  20 

Ozite  Corporation 1-18-67  19/i  55  187 

Pacific  Plantronics 6-9-67  29  28ii  —  2 

Photon 2-24-67  38  85  124 

Pickwick  International 7-2-65          5  20  300 

Ragen  Precision  Industries 10-20-66       l/«  23/4.  1137 

Raymond  Corporation 8-8-66  13/t       26V4  91 

Sav-On,  Inc 2-13-68         6/4          9!4  41 

Thrift  Drug  Co.  (Penna) 12-24-66  16/.  32!4  98 

Trinity  Industries 12-8-<5  15          29/.  95 

Unitedlnns 3-20-67         7          19V4  178 

(14)Universal  Telephone 6-23-67  12/4        26  104 

University  Computing 11-28-66       5/.        79  1244 

Washington  Scientificlndustries.  12-21-66       TA        MW  90 

Willcox  and  Gibbs 4-29-67         7/.       10/«  39 


AND  A  TALE  OF 
SIX  DWARFS* 


IF  YOU  are  seriously  in- 
terested in  building  your  capi- 
tal, GROWTH  STOCK  OUT- 
LOOK may  be  a  useful  invest- 
ment tool.  Our  service  is  de- 
signed for  brokers  and  insti- 
tutions— also  those  sophisti- 
cated private  investors  who 
recognize  the  risks  and  pos- 
sible rewards  of  investing  in 
vigorously  growing  companies 
with  expanding  earnings. 

Our  concise,  fast-reading  re- 
ports pinpoint  certain  exciting 
but  little-known  issues  on  the 
New  York  Stock  Exchange, 
the  American  Stock  Exchange, 
and  Over-the-Counter  listings. 
We  look  for  young  companies 
in  the  incubation  stage  rather 
than  trying  to  catch  high  fly- 
ers on  the  wing. 

30  Reports  a  year 

We  mail  GROWTH  STOCK 
OUTLOOK  twice  a  month. 
We  also  airmail  a  new  listing 
whenever  a  company  meets 
our  qualifications.  Subscribers 
receive  at  least  30  reports  a 
year.   We  keep   tabs  on  each 

FOOTNOTES  TO  LIST  OF  STOCKS 

'  Adjusted  for  all  stocl<  dividends 
and/or  stock  splits.  Bid  prices 
only  for  OTC  stocl<s. 

2  2  for  1  split,  record  6-7-68. 

3  Recommended  as  Rudy  IVIfg. 
(merger),  equivalent  price  8-19- 
67. 

*  Recommended  as  Rodney  H^et- 
als  (merger),  equivalent  price 
3-1-67. 

5  2  for  1  split  proposed. 

6  To  list  on  NYSE. 

'  2  for  1  split  proposed. 

»To  list  on  ASE. 

'  2  for  1  split  proposed. 
10  Selling  out  to  Solitron. 
>»  Not  traded. 
>2  2  for  1  split  proposed.- 
>3  Applied  for  ASE. 
i<  5  for  4  split  proposed. 


of  our  issues  and  delist  those 
that  fail  to  maintain  our 
standards.  We  never  leave  our 
subscribers  in  the  dark. 

GROWTH  STOCK  OUT- 
LOOK was  officially  launched 
January  22,  1965,  when  the. 
DJIA  was  near  its  all  time 
high.  That's  a  pretty  honest 
time  to  start  an  investment 
advisory  service.  We  comply 
with  SEC  regulations  requir- 
ing that  we  list  all  new 
growth  stock  recommendations 
for  at  least  the  previous  12 
months. 

Only  $35  a  year 

Our  service  presently  covers 
97  companies.  They  are  listed 
for  information  only.  We  make 
no  guarantees,  no  veiled 
promises  of  instant  perform- 
ance. IT  SHOULD  NOT  BE 
ASSUMED  THAT  FUTURE 
RECOMMENDATIONS  WILL 
BE  PROFITABLE  OR  WILL 
EQUAL  THE  PERFORM- 
ANCE OF  PRESENT  OR 
PAST   LISTINGS. 

Subscription  is  only  $35 
per  year  (tax  deductible),  or 
$15  for  three  months.  Just  fill 
in  the  coupon  below,  mail  it, 
and  your  service  will  begin 
immediately.  As  a  bonus  for 
full  year  subscribers,  we  in- 
clude several  back  reports. 

*  Oh,  about  those 
dwarfs . . . 

A  look  at  our  current  list 
proves  we're  not  perfect.  Six 
of  our  stocks  are  now  growing 
backwards. 


GROWTH  STOCK  OUTLOOK 

P.O.  BOX  9911 

CHEVY  CHASE,  MARYLAND  20015 

D  One  Year  $35  D  Three  Months  $15  Q  Foreign  $65  U.S. 

Remittance  Must  Accompany  All  Subscription  Requests 

NAME    


ADDRESS 
CITY 


STATE 


ZIP 


This  subscription  may  not  be  assigned  without  subscriber's 
consent 


^M^  Investments  Geared  to  America's  Future 

% JOHNSTON 

MUTUAL  FUMD 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (KeoghAct) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund  Inc. 

230  Park  Ave,  NYC.  10017    Dept.  C 

Phone:(212)679-2700 


NAME  . 


ADDRESS. 
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CONVERTIBLE   BONDS 

and  177  convertible  preferred  stocks 
are  charted  by  our  R.H.M.  CONVERT- 
IBLE SURVEY  on  unique  and  inval- 
uable conversion  ratio  charts  which 
pinpoint  buying  opportunities.  Are  you 
fully  conversant  with  convertibles — 
recognize  their  opportunities  when 
they  occur?  To  introduce  you  to  a 
complete  investment  service  covering 
the  entire  field  of  convertibles,  we 
invite  you  to  send  for  our  FREE  re- 
port on  "Convertible  Opportunities."  It 
is  a  full  explanation  of  convertibles 
which  can  prevent  future  missed  oppor- 
tunities for  you.  There  is  no  obligation. 
Send  to:  "Convertibles,"  Dept.  F-22, 
R.H.M.  Associates,  220  Fifth  Ave.,  New 
York,  N.Y.  10001. 


PROFITABLE  STOCK  SPECULATION  I  by  Alfred 
FOR  THE  NON-PROFESSIONAL      |  Schmidt 

A  new  hardcover  book  for  market  "outsiders"  on 
how  to  maximize  profits  the  professional  way. 
Adapted  to  the  limited  lime  most  people  have  for 
the  market.  Answers  the  ques- 
tions: "When  are  stocks  cheap? 
What  are  the  dangers  of  long- 
term  investment?  How  valuable 
are  charts?  Should  you  buy 
growth  stocks?  Low-priced 
stocks?  OTC  stocks?  What  are 
the  only  sure  signs  of  market 
reversals?"  and  many,  many 
more!  $4.95  -f  2%  NY  Tax 
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OVERSEAS  COMMENTARY 


by  GEORGE  J.  HENRY 


New  Highs  In  London 


In  the  Apr.  1  issue  I  discussed  the. 
double-tier  price  for  gold  and  men- 
tioned that,  while  this  was  a  stop-gap 
measure,  it  was  likely  to  work.  It 
would  give  us  time,  precious  time,  in 
which  to  put  our  house  in  order.  I 
added  that  additional  measures  would 
have  to  be  taken  to  bolster  the  dollar 
externally.  Among  them:  deflationary 
measures,  which  would  be  achieved  by 
an  increase  in  taxation  and  a  reduction 
in  the  budget. 

Since  that  column  was  written  the 
situation  in  Vietnam  has  changed,  and 
for  the  first  time  in  many  months,  per- 
haps years,  the  possibility  of  a  ces- 
sation of  hostilities  seems  within  sight. 
The  end  of  hostilities,  of  course,  would 
not  mean  that  our  external  expendi- 
tures would  immediately  be  reduced 
to  any  appreciable  extent.  It  takes  time 
to  withdraw  troops;  it  takes  time  to 
reverse  a  war  situation.  But  it  would 
be  only  a  question  of  months,  even  if 
many  months,  and  its  effects  would 
already  be  discounted  in  the  financial 
markets. 

A  Flexible  Policy 

The  danger  now  is  that  we  may  act 
too  late,  that  we  may  start  to  act  when 
the  pendulum  has  already  started  to 
swing  in  the  opposite  direction.  Cer- 
tainly, at  this  moment  we  need  an 
increase  in  taxation.  Equally  certain, 
we  must  not  get  into  a  position  where 
a  major  deflationary  spiral  would  take 
place.  Neither  the  U.S.  nor  the  rest 
of  the  world  can  afford  a  recession. 
What  we  must  watch  for  now  is  that, 
in  the  event  of  a  favorable  outcome  of 
the  Vietnam  situation,  the  tax  sur- 
charge now  being  discussed  must  be 
flexible,  and  the  Administration  must 
act  quickly  to  reverse  this  decision  if 
necessary.  The  pendulum  swings,  and 
there  invariably  is  a  tendency  for  ac- 
tion to  be  taken  only  when  the  swing 
has  gone  so  far  that,  within  a  short 
period  of  time,  a  swing  in  the  other  di- 
rection is  almost  ready  to  begin. 

Since  sterling  was  devalued  (Nov. 
18)  the  London  market  has  acted  re- 
markably well.  For  the  first  few  days 
there  was  a  mild  setback  in  prices, 
but  since  then  the  market  has  gone 
up  in  an  almost  steady  line,  and 
almost  daily  new  highs  have  been 
reached  by  the  various  indices  used 
to  measure  London  industrial  shares. 
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This  situation  has  affected  one  or  twoi 
securities    in    which    Americans    are 
interested. 

The  first  of  these  is  Rank  Organi-\ 
sation.  Rank  has  frequently  been  men-i 
tioned  in   this  column,   the  last   time 
immediately  after  the  sterling  devalua- 
tion when  I  pointed  out  that  this  was 
one  of  the  stocks  which  should,  if  any- 
thing, benefit.  Following  devaluation,j 
the  price  of  Rank  Organisation  drop- 
ped as  low  as  about  SVs   in  the  New 
York  market;  it  is  currently  selling  at 
around  IV2.  The  interesting  thing  in 
the  latest  rise  in  price  is  that  it  was 
not  induced  by  New  York  buying.  The  i 
initiative  this  time  came  from  London, 
and  it  was  the  strength  of  the  stock  i 
in  London  which  drove  the  price  of  1 
the  stock  up  to  this  level. 

Since  the  Interest  Equalization  Tax' 
was    introduced    in    1963,    Rank    has 
been    largely    selling    at    a    premium, 
sometimes    the    full    premium   of   the ; 
tax  in  New  York,  when  compared  with  • 
the  price  abroad.  At  this  level,  at  this 
moment,  the  price  in  New  York  is  in 
exact  parity  with  the  price  in  London. 
I   still  consider   Rank   very   attractive 
on  the  basis  of  the  present  price  of  I 
Xerox,  but  it  is  nice  to  see  London 
coming  in  and  putting  a  greater  em- 
phasis on  the  growth  aspect   of  the : 
company. 

Unilever  was  also  mentioned  several 
times  in  this  column  last  year.  The  NV 
(or  the  Dutch  company's)  shares,  the 
20-Florin  American  Depositary  Re- 
ceipts, are  currently  sefling  at  34V2; 
the  £1  Limited  shares  are  selling  at 
around  32.  The  agreement  between  the 
Dutch  and  the  English  companies  is 
that,  for  all  purposes  such  as  dividends 
and  capital  distributions,  each  12 
guilders  capital  should  be  treated  the 
same  as  £1.  Consequently,  on  the  basis 
of  the  price  of  the  Dutch  company 
shares,  the  Limited  are  considerably 
overpriced.  There  have  been  times 
when  the  English  company  shares, 
which  theoretically  should  be  selling 
at  60%  of  the  20-Florin  shares,  were 
underpriced  in  relation  to  the  Dutch 
shares.  Unilever  NV  is  selling  at  about 
ten  times  earnings,  and  looks  like  an 
attractive  holding,  but  holders  of  the 
English  company  shares  should  take 
advantage  of  the  disparity  which  ex- 
ists and,  at  around  these  levels,  switch 
into  the  NV  shares.  ■ 
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The  Funds 


REMEMBER  THE 

BALANCED  FUNDS? 

Once,  the  balanced  funds  dominated 
the  mutual  fund  business.  With  60% 
or  so  of  its  portfolio  in  stocks,  the 
rest  in  bonds,  the  balanced  fund  wjs 
s<rid  as  the  perfect  investment:  growth 
from  the  stocks,  income  and  downside 
protection  from  the  bonds.  Small  won- 
der that  the  balanced  funds  a  decade 
ago  enjoyed  three-fourths  of  sales  in 
the  mutual  fund  market,  or  that  the 
greatest  success  stories  in  the  industry 
— Investors  Mutual,  Wellington,  Di- 
versified Investors — belonged  to  bal- 
anced funds. 

No  more.  The  balanced  funds'  mar- 
ket share  has  shrunk  to  less  than  a 
third.  In  the  past  few  years,  fund 
sponsors  have  begun  to  downplay  their 
balanced  funds  and  push  their  stock 
funds,  if  they  had  them.  "People  have 
been  losing  interest  in  balanced  funds," 
says  Wellington  E.xecutive  Vice  Presi- 
dent John  Bogle.  'Times  have  changed; 
the  economy  and  the  market  have 
changed." 

Changed  Taste.  So  has  the  public's 
taste  for  action.  The  "performance" 
and  growth  funds  in  ten  years  have 
raised  their  market  share  from  30% 
to  70%.  Furthermore,  those  funds 
seem  here  to  stay.  "Performance  funds 
are  not  a  fad,"  says  Bogle.  "If  they 
were,  we  would  have  seen  it  after  the 
first  of  this  year,  when  they  went 
down.  But  the  trend  toward  perform- 
ance funds  continued  through  that 
time." 

The  decline  of  the  balanced  funds 
cannot  all  be  blamed  on  speculative 
times,  however.  True,  the  chunk  of 
assets  the  charters  of  some  funds  say 
must  be  kept  in  bonds  is  a  drag  on 
their  performance  relative  to  stock 
funds.  But  their  investment  ability  and 
imagination  were  often  also  at  fault. 
"I  believe  that  going  back  even  a  year 
ago."  says  Steven  Cutler,  manager  of 
the  balanced  Massachusetts  Fund, 
"and  certainly  five  or  ten  years  ago, 
the  balanced  funds  have  proved  to  be 
a  disservice  to  investors.  It  all  depends 
on  how  you  interpret  the  word  'bal- 
anced.' You  know  what  it  used  to 
mean:  50%  bonds,  25%  in  General 
Foods,  25%  in  U.S.  Steel.  Now,  'bal- 
anced' must  mean  growth  stocks, 
bonds  and  income  stocks." 

Not  Too  Bad.  Indeed,  the  balanced 
funds,  while  they  can't  touch  the  lead- 
ing performance  funds  in  a  bull  mar- 
ket, can  put  in  a  respectable  showing 
over  a  period  of  time.  In  the  latest 
Forbes  annual  mutual  fund  survey 
(Aug.  15,  1967),  the  balanced  funds 


No  sales  charge,  no  deduction  for  salesman's  commissions 
There  is  no  redemption  fee 


Minimum  initial  investment  $500°° 


A  hedged  leveraged,  non  diversified  fund  employing  a 
wide  variety  of  highly  speculative  techniques  with  the 
objective  of  possible  appreciation  in  the  value  of  its  shares 


The  Hubshman  Fund,  Inc. 


Please  send  material  to: 


666  Fifth  Ave.  New  York,  N.  Y.  10019 
Telephone  (212)  Circle  7-0001 


NAME. 


STREET. 


CITY_ 


.STATE. 


.2IP_ 


F51 


MIDWESTERN  GAS 

TRANSMISSION    COMPANY 

HOUSTON.  TEXAS 


DIVIDEND 
NO.  20 


The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  25<  per  share  on 
the  Common  Stock,  payable  June  18, 
1 968,  to  stockholders  of  record  on  May 
24,  1968. 

M.  H.  COVEY,  Secretary 
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NO  LOAD 


'25 


INERGY 
FUND 


noWy  our  lower  minimums 
permit  you  to  set-up  a  voluntary 
(not  contractual) 

PERIODIC  DOLLAR  PURCHASE  PLAN 
with  a  minimum  of 

$25 

on  monthly  or  quarterly  basis 
after  initial  investment  of 
$100. 

100%  of  your  money  invested  for 
GROWTH  in:  •  electronics  •  electric  utilities 

•  data  processing  •  oil  &  gas 

•  communications  •  aerospace 

•  transportation  •  nuclear  energy  &  others 


SELF-EMPLOYED  RETIREMENT  PLANS 

ENERGY  FUND  is  a  qualified 
investment  under  Keogh  Act 


NO 

•  Single  or  Occasional  Purchases 


sales  charge 
redemption  charge 


RALPH  E.  SAMUEL  &  CO.,  Distributor 

Members  N.Y.  Stock  Exchange 

55  Broad  St.,  New  York  10004       F5-1 

To  buy  10  shares  or  more 

phone  collect  (212)  344-5300 

Please  send  me  the  FREE  prospectus 

and  literature  on  ENERGY  FUND. 

NAME ^ 

ADDRESS ^ 


7IP 


T.  ROWE  PRICE 
GROWTH  STOCK 
FUNDJMC. 

.  I9S0 

A  HOLOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

HO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

■    One  Ctiarles  Center.  Dept.  B 
Baltimore,  Md.  21201  Phone  (301)  539-1992 


I 
I 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schuiz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  York  Stock  Exchange 
120  Broadway,  N.  Y.  10005 


8.  VALUE 

S 


on  average  grew  only  35%  in  asset  val- 
ue from  1962-67,  compared  with  87% 
for  the  stock  funds.  But  some  individ- 
ual balanced  funds  did  almost  as  well  as 
the  average  stock  fund.  Puritan  Fund, 
for  example,  grew  83%  in  net  asset 
value  per  share.  Axe-Houghton  Fund 
B  grew  71%.  MIF  Fund  grew  60%. 

Cutler's  Massachusetts  Fund  in  that 
period  grew  41%,  somewhat  above 
the  balanced  fund  average.  "It's  time 
to  face  the  facts,"  he  says.  "The  bal- 
anced funds  in  the  old  sense  did  not 
serve  any  purpose.  Balanced  funds  do 
offer  some  protection  on  the  down- 
side. But  we  have  to  grow,  too.  It's 
difficult  to  say  whether  we've  come 
to  this  realization  ourselves,  or  wheth- 
er the  investor  has  pushed  us  into  it. 
It's  probably  a  combination." 

Whatever  the  reason,  there  is  no 
question  that  balanced  fund  managers 
over  the  past  couple  of  years  have  been 
trying  to  make  their  funds  less  bal- 
anced. Investors  Mutual,  the  biggest 
fund  in  the  Investors  Diversified  Ser- 
vices stable,  has  gone  from  58% 
stocks  in  1966  to  67%  last  year.  This 
Mar.  31,  common  stocks  were  off 
a  bit  at  65%.  "However,"  says  Thom- 
as Reeves,  IDS  vice  president  for 
financial  operations,  "it's  probably  fair 
to  say  that  there's  a  tendency  for  us  to 
increase  slightly  the  percentage  of  com- 
mon stock  in  the  portfolio."  Welling- 
ton's Bogle  puts  it  more  strongly:  "Un- 
qualifiedly yes,  we  have  changed  our 
proportion  of  stocks  to  bonds.  We've 
changed  our  concepts  of  a  balanced 
fund  as  well."  The  result  is  that  Well- 
ington now  holds  71%  of  its  assets  in 
common  stocks,  compared  with  62% 
two  years  ago.  Cutler's  Massachusetts 
Fund  now  holds  80%  stocks,  20% 
bonds,  compared  with  a  65-35  ratio 
a  year  or  so  ago.  "We've  really  been 
changing  in  the  last  year  or  two,"  he 
says.  "We  will  not,  I  feel,  go  back." 

The  balanced  Boston  Fund  has 
been  increasing  its  equity  position  for 
about  a  year,  particularly  in  converti- 
ble bonds,  which  are  often  the  equiva- 
lent of  stocks.  The  balanced  George 
Putnam  Fund  of  Boston  climbed  from 
about  60%  stock  six  years  ago  to  its 
legal  limit  of  75%  last  year.  Today  it 
is  still  over  70%.  "The  reason?"  asks 
Trustee  George  Putnam.  "First,  the 
bond  market  is  down,  so  we  switched 
to  more  stock  and  convertibles.  Sec- 
ond, we  have  a  generally  bullish  feel- 
ing. We  buy  stocks  for  appreciation, 
not  for  income.  Third,  with  interest 
rates  so  high,  we  can  give  the  same 
dividend  with  fewer  bonds." 

Leaving  Home.  But  a  higher  ratio 
for  common  stock  to  bonds  is  not 
the  only  weapon  with  which  the  bal- 
anced funds  are  fighting  back.  Many 
are  also  becoming  more  adventurous 
in  the  kinds  of  stock  they  buy.  "IDS 


Investors  Ask: 

HOW  CAN  I  IMPROVE 

MY  TIMING  IN  THE 

MARKET? 

COM-STAT. . . 

Computer  Stock  Timlne 
and  Analysis  Technique... 

was  designed  by  Spear  &  StafF  precisely  to 
help  you  solve  the  burning  question  "When 
to  buy  .  .  .  V/hen  to  sell?" 

A  unique  combination  of  precision  computers 
plus  more  than  43  years  of  investment  serv- 
ice and  management  goes  to  work  for  you 
with  COM-STAT — for  the  entire  market,  for 
single  issues. 

In  almost  any  market  there  will  be  issues  that 
are  advancing:  which  will  emerge  ahead  of 
the  market  trend,  which  will  lag  behind? 

SEND  NOW  FOR  COM-STAT'S  $10  INTRO- 
DUCTORY TRIAL  PACKAGE  ...  and  see  at 
first  hand  how  this  remarkably  effective  serv- 
ice can  help  your  investment  program.  You 
will  receive:  (1)  The  latest  computer  ratings 
on  450  stocks  selected  from  a  field  of  over 
4,000  issues.  (2)  Ratings  comparing  BOTH  the 
fundamental  and  technical  factors  in  each  of 
these  stocks  in  the  current  market.  (3)  Full 
details  on  test  results  made  by  applying 
COM-STAT  Stock  Ratings  to  THREE  automatic 
buy-sell  plans.  (4)  COM-STAT'S  measurement 
of  today's  stock  market  with  advice  for  the 
period  ahead  .  .  .  including  its  Forecasting 
Lines,  closely  watched  to  help  determine  com- 
ing market  trends.  (5)  The  latest  COM-STAT 
Stock  Comments,  with  growth-channel  projec- 
tions on  carefully  selected  top-rated  issues. 
(6)  Specific  instructions  on  how  to  apply 
COM-STAT  to  growth,  income  or  speculative 
portfolios. 

COM-STAT  could  change  your  entire  ap- 
proach to  the  market.  Your  package  is  wait- 
ing ...  fill  out  the  coupon  below  and  we'll 
send   it  to  you  air  mail   .  .   . 


a   division   of 
Spear  &  Staff,  Inc.  CF501 
Babson   Park, 
Massachusetts   021S7 

Yes,  here  is  my  $10  (refunded  in  full  if  I  am  not 
completely  satisfied,  and  fully  credited  if  I  de- 
cide to  become  a  member).  Send  me  your  56 
page  Introductory  Trial  Package  containing 
COM-STAT's  latest  findings  and  advices  on  stocks 
in  the  current  market. 

O  Check  here  to  receive  ALL  of  the  above 
as  a  BONUS  with  a  90-day  Guest  Member- 
ship at  $95  lor  $90  if  payment  is  enclosed). 


NAME.. 


ADDRESS 

CITY STATE ZIP.. 


(For  new  readers  only— not  assignable  without 
your  consent) 

□  Check  here  if  you  are  an  investor  with  more 
than  $15,000  in  the  market  and  would  like  to  be 
informed  about  the  Speor  Investment  Manage- 
ment  Program.   No  obligation. 
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is  not  in  business  to  'baby-sit'  money," 
>ays  IDS'  Reeves,  disclaiming  an  atti- 
tude that  many  fundmen  felt  typified 
IDS  only  a  few  years  ago.  That  In- 
restors  Mutual  has  adopted  a  more 
iggressive  attitude  can  be  seen  in  such 
itocks  as  Litton  and  Radio  Corp.  of 
America  building  up  in  its  portfolio. 
Wellington,  too,  has  changed  its  fav- 
jrite  kind  of  stock.  "Even  two  years 
igo."  Bogle  says,  "a  stock  like  AT&T 
ivould  have  been  our  prototype.  Now 
we  have  stocks  like  IBM.  Compared 
with  three  years  ago,  we  have  stocks 
which  we  didn't  even  consider  then. 
^e  reduced  our  utilities  and  picked 
jp  such  electronics  stocks  as  Texas 
Instruments  and  ITT. 

Cutler's  Massachusetts  Fund  has 
iold  every  utility  stock.  "We've  gone 
nto  high-technology  issues  and  high 
quality  growth  stocks,  such  as  Georgia- 
Pacific,"  Cutler  says.  Boston's  Eaton 
Sc  Howard  balanced  fund,  which  is 
managed  by  a  sponsor  that  just  last 
month  brought  out  a  brand  new 
growth  fund,  is  nevertheless  trying 
lo  improve  the  stock  selection  in 
its  portfolio.  "We  want  performance 
stocks,"  says  William  Gasset,  vice 
president  and  economist  for  E&H. 
•We  like  Penn  Central.  IBM,  Halli- 
burton, Burroughs,  Motorola  and  the 
domestic  oils."  The  George  Putnam 
Fund  of  Boston  now  owns  Scientific 
Data  Systems,  Avon.  American  Ex- 
press and  Avnet.  "We  now  have  IBM, 
Burroughs,  American  Home  Products. 
Gillette — they  all  have  a  low  rate  of 
income,  and  are  good  prospects  for 
growth,"  says  Robert  Daniel,  director 
of  the  Management  Division  for  Di- 
versified Investors'  parent. 

Like  a  Millionaire.  Will  any  of  this 
effort  help  the  balanced  funds  reverse 
the  trend.'  There  are  no  signs  of  it  yet, 
but  it  might  help.  There  is  nothing  in- 
trinsically  wrong   with   the   balanced- 
fund  concept.  It  can  be  argued  that  an 
investor  could  place  60%   of  his  as- 
sets  in   a   stock    fund,    the   rest   in   a 
savings  bank,  and  achieve  the  same  re- 
sulf  with  a  smaller  commission.  The 
balanced   fund   managers  don't   argue 
with  this.  But  they  manage  a  balanced 
und  as  if  all  of  the  shareholders'  as- 
ets  were  invested  in  it.  Like  a  million- 
ire,  the  fund  shareholder  should  have 
hedge  against   a   prolonged   market 
rop.  If  there  is  such  a  drop,  the  mar- 
ket for  balanced  funds  will  probably 
jimprove.     Meanwhile,     the     balanced 

tunds  are  doing  something  they  should 
lave  done  years  ago,  that  is,  sharpen- 
ling  up  their  stock-buying  techniques. 
LAt  least  part  of  the  public  that  has 
deserted  balanced  funds  may  well  have 
(appreciated  the  hedge  of  bonds.  Their 
[gripe  could  be  that  the  managers  didn't 
do  much  with  that  percentage  of  stock 
they  were  allowed  to  hold.  ■ 


R.  J.  REYNOLDS 
TOBACCO  COMPANY 

QUARTERLY  DIVIDEND 

A  quarterly  dividend  of  550  per  share  has  been  de- 
clared on  the  Common  Stock  of  the  Company,  pay- 
able June  5,  1968  to  stockholders  of  record  at  the 
close  of  business  May  10,  1968. 

WILLIAM  R.  LYBROOK, 
Vice  President  and  Secretary 
Winston-Salem,  N.  C. 
April  10.  1968 

Sixty-ei^ht  Cunsecutive  years  of  Cash  Dividend  Payments 

R.  J.  REYNOLDS  TOBACCO  COMPANY 

AND  SUBSIDIARIES 

TOBACCO  PRODUCTS  •  FOOD  PRODUCTS  •  FRUIT  JUICE  BEVERAGES 

INDUSTRIAL  CORN  PRODUCTS   •   ALUMINUM  PRODUCTS    •    PACKAGING  MATERIALS 


KEYSTONE  STEELS 
COMMON  STOCK  DIVIDEND 


Declared  by  the  Board  of  Directors 
on  April  16,  1968. 

AMOUNT:  500 
RECORD  DATE:  May  3,  1968 
PAYABLE:  June  3,  1968 


KEYSTONE 

STEEL  &  WIRE 

COMPANY 
Peoria.  III.  61607 


(The  Company  has  paid  cash  dividends  in 
every  quarter  since  1938.) 


Steel  and  Wire  for  the  Nation  and  the  World  Since  1889 


(Continued  from   page    14) 

Reneged   Promise 

Sir:  It  seems  incredible  that  Forbes 
and  Ambassador  Reischauer  could  dis- 
cuss Japan's  economic  role  (Apr.  I)  and 
ignore  the  most  important  element,  open- 
ing Japan's  industry  to  foreign  capital 
investment.  In  1964  Japan  .  .  .  agreed 
to  open  her  country  to  a  free  flow  of 
capital  investment,  even  if  it  meant  for- 
eign stock  control  of  her  leading  in- 
dustries. .  .  .  Japan's  government  and  in- 
dustry are  doing  everything  possible  to 
renege  on  this  promise. 

— Joseph  Boyle 
APO  San  Francisco 
Vietnam 


General  Instrument 

Sir:  Your  article  (Forbes,  Apr.  15) 
dealing  with  General  Instrument  Corp. 
contains  several  inaccuracies.  In  the  first 
place,  I  am  not  chairman  of  the  board; 
I  was  elected  vice  chairman  and  chief 
executive  officer  on  Mar.  14,  1968. 

I  don't  think  it  is  fair  to  describe  Gen- 
eral Instrument  as  having  been  on  an 
"acquisition  spree"  or  as  constituting  "a 
mere  collection  of  electronics  acquisi- 
tions." The   fact  is  that  in   the   last  five 


years  we  have  made  only  two  significant 
acquisitions,  and  the  fact  further  is  that 
in  one  year  (fiscal  year  ended  Feb.  28, 
1966),  we  increased  our  volume  approxi- 
mately 40%  through  internal  growth 
alone. 

General  Instrument  is  a  highly  inte- 
grated organization  that  ought  not  to 
be  characterized  in  terms  more  appro- 
priate  to  conglomerate  structures. 

— Moses  Shapiro 

Vice  Chairman  and 

Chief  Executive  Officer, 

General  Instrument  Corp. 

New  York,  N.Y. 

Since  I960  General  Instrument  has 
acquired  seven  companies — Ed. 

Viva   Mexico! 

Sir:  Thank  you  for  your  article  about 
Mexico  (Forbes,  Mar.  15,  p.  15).  I  am 
Mexican  and  since  1964  I  am  living  in 
Boston  and  working  as  a  secretary.  I 
know  my  country  still  has  many  faults 
and  things  to  be  corrected  and  improved. 
It  is,  however,  a  wonderful  country. 

— Teresa  C.  Galvan 
Boston,  Mass. 

Sad  Mistake 

Sir-  The  article  on  my  political  button 
business  was  wonderful  (Forbes,  Apr. 
15).  But  one  sad  mistake  was  made. 
Having  been  born  on  the  day  Garfield 


was  elected  President,  I  was  named  after 
that  gentleman  and  not  Albert,  as  used 
by  Forbes. 

— Arthur  Garfield  Trimble 
A.G.  Trimble  Co. 
Pittsburgh,  Pa. 

By  Any  Other  Name  .  .  . 

Sir:  In  your  interview  with  George 
Kozmetsky  (Forbes,  Apr.  15),  what  is 
being  said  is  nothing  but  a  new  package 
for  an  old  product:  operations  research. 
Operations  research  is  sometimes  these 
days  [referred  to  as]  systems  analysis. 
Perhaps  Mr.  Kozmetsky  will  invent  an- 
other name  for  this  field,  but  that  appear\ 
to  be  the  only  contribution. 

— J.A.  KosH 
Corporate  Test  Center 
American  Machine  &  Foundry  Co. 
Stamford,  Conn. 

Only  2  Cants  More 

Sir:  Re  "The  1968  Dividend  Raisers" 
(Forbes,  Apr.  15),  my  records  say  thai 
Tenneco  did  not  raise  their  dividend  rate 
to  the  40  cents  as  stated.  What's  up? 

— Phil  Chambers 
Bronx,  N.Y. 

Tenneco's  dividend  is  up,  but,  as 
Reader  Chambers  says,  not  to  40  cents 
quarterly.  Tenneco  raised  its  dividend 
rate  from  30  cents  to  32  cents  in  the 
fourth  quarter  of  1967 — Ed. 


IF  AND  WHEN  PEACE  COMES 

Which  Stocks  Should  You  Own 


ff 


o 

j;^^eace  is  bullish"  is  an  old 
Wall  Street  adage  that  "was 
proved  accurate  at  the  first 
"peace"  announcements  early  in 
April.  While  it  may  be  a  long 
time  before  a  real  accord  is 
reached  and  therefore  prema- 
ture to  buy  "peace"  and  sell 
"war"  stocks,  you  should  know 
which  are  which.  Also  which 
could  benefit  most  and  which 
can  be  hurt  most  as  time  goes 
on.  In  this  new  study  of  war  and 
peace  investments  FW  selects 
the  prime  issues  in  each  cate- 
gory and  discusses  the  effect  of 
peace  on  each  one. 

Don't  miss  this  valuable 
study.  It's  yours  by  return 
mail  if  you  .  . . 


Try  Financial  World's  Comprehensive  Service  NOW 
on  this  Special  $5  Introductory  offer.  You  get  all  this: 


12  WEEKLY    ISSUES   OF    FINANCIAL  WORLD— Every 

issue  crammed  with  investment  ideas,  special 
studies,  industry  reviews  .  .  .  specific  stock,  bond, 
tax  and  business  advice  you'd  have  to  spend  a  lot 
of  time  and  dollars  to  equal  anywhere  else. 
3  MONTHLY  SUPPLEMENTS  OF  "INDEPENDENT 
APPRAISALS" — Updated,  detailed  digests  of 
prices,  earnings,  dividends  and  FW's  indepen- 
dent ratings  of  up  to  1,900  listed  stocks. 

PERSONAL  ADVICE-BY-MAIL— Buy,  Hold,  Sell  ad- 
vice on  any  listed  security  you  inquire  about  that 
interests   you   at   a   particular   time — as   often   as 

once  each   week. 

THE  STUDY:     If    Peace'  Comes." 

PLUS  THIS  SPECIAL  $2.20  BONUS!  If  you  act  now 

you  will  also  receive  the  FW  12- Year  (1956-1967) 
STOCK  RECORD  BOOK  of  all  stocks  listed  on 
the  New  York  Stock  Exchange  giving  each  year's 
PRICE  RANGE  •  DIVIDENDS  •  STOCK 
SPLITS  •   EARNINGS. 

ADDITIONAL  SAVINGS:  We  will  send  you 
FINANCIAL  WORLD  •  the  BONUS 
Book  •  the  special  study  •  "Inde- 
pendent Appraisals"  •  Advice-by-Mail 
.  .  .  and  include  in  addition — but  at  no 
additional  cost — the  annual  edition  of 
the  352-page  "Stock  Factograph" 
Manual  (Reg.  $5),  giving  60,000  per- 
tinent facts  about  over  2100  stocks 
...  all  for  $13.50  for  6  months'  service 
or  $24  for  a  full  year. 


MONEY-BACK  GUARANTEE— If  this  sounds 
like  $5,  $13.50  or  $24  that  could  in- 
crease your  income,  improve  your  port- 
folio and  help  assure  investment  suc- 
cess . . .  just  return  the  coupon  with  your 
check.  Mark  your  preference.  Each 
offer  carries  an  absolute  money-back 
guarantee  if  not  satisfied  in  30  days. 


FINANCIAL  WORLD 

Dept.   FB-51,   17  Battery  Place, 

New  York,  N.Y.  10004 

For  payment  enclosed  send  me  the  special  study, 
the  BONUS  Book,  and  enter  my  order  for  the 
following: 

n  12  weeks  of  FINANCIAL  WORLD.  "Inde- 
pendent Appraisals"  and  Advice-by-Mail— tor 
S5. 

D  6  months  of  FINANCIAL  WORLD,  including 
"Independent  Appraisals,"  the  annual  "Stock 
Factograph"  Manual  and  Advice-by-Mail  ser- 
vice— all  for  $13.50. 

D  A  full  year  of  FINANCIAL  WORLD,  including 
all  the  above — for  $24. 
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Southern  California 
Edison  Company 

DIVIDENDS 


The  Board  of  Directors 
has  authorized  the  pay- 
ment of  the  following 
quarterly  dividends: 

CUMULATIVE  PREFERRED  STOCK: 

4.08%  SERIES 

Dividend  No.  73 

25 'i  cents  per  share; 

424%  SERIES 

Dividend  No.  50 

26 ''2  cents  per  share; 

4.78%  SERIES 
Dividend  No.  42 
29'/»  cents  per  share; 

5.80%  SERIES 
Dividend  No.  6 
36 '/4  cents  per  share. 

The  above  dividends  are 
payable  May  31,  1968  to 
shareholders  of  record  May 
5.  Checks  will  be  mailed 
from  the  Company's  office 
in  Los  Angeles,  May  29. 

P.  C.  HALE,  Treasurer 

April  18.  1968 


DIVIDEND 
NOTICE 

The  Board  of  Directors  of 
Ford  Motor  Company  at  a 
meeting  held  in  Dearborn, 
Michigan,  on  April  11, 
1968,  declared  a  second 
quarter  dividend  of  SOcents 
per  share  ontheCompany's 
outstanding  stock,  payable 
June  1,  1968,  to  stock- 
holders of  record  April 
26.  1968. 


^^ 


The  American  Road 
Dearborn,  Michigan  48121 
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THOUGHTS  . . .  BUSINESS  OF  LIFE 


There  is  a  woman  at  the  beginning 
of  all  great  things. 

— Alphonse  de  Lamartine. 


Whatever  you  would  have  your 
children  become,  strive  to  exhibit  in 
your  own  lives  and  conversation. 

— Lydia  Sigourney. 


There  is  something  in  the  character 
of  every  man  which  cannot  be  altered: 
It  is  the  skeleton  of  his  character.  Try- 
ing to  change  it  is  like  trying  to  train" 
sheep  to  pull  a  cart. 

— Georg  C.  Lichtenberg. 


No   great   man   ever   complains   of 
want  of  opportunity. 

— Ralph  Waldo  Emerson. 


-   The  future  destiny  of  the  child  is 
always  the  work  of  the  mother. 

— Napoleon  Bonaparte. 


The  advice  of  their  elders  to  young 
men  is  very  apt  to  be  as  unreal  as  a 
list  of  the   hundred  best   books. 

^Oliver    Wendell   Holmes    Jr. 


The  greatness  or  smallness  of  a 
man  is,  in  the  most  conclusive  sense, 
determined  for  him  at  his  birth,  as 
strictly  as  it  is  determined  for  a  fruit 
whether  it  is  to  be  a  currant  or  an 
apricot.  — John  Ruskin. 


Greatness  consists  in  power,  pride, 
insolence  and  doing  mischief  to  man- 
kind. A  great  man  and  a  great  rogue 
are   synonymous. — Henry    Fielding. 


The  defects  of  great  men  are  the 
consolation  of  dunces. 

— ^IsAAC    D'lSRAELI. 


Put  a  grain  of  boldness  in  every- 
thing you  do.    — Baltasar  Gracian. 


Courage,  considered  in  itself  or 
without  reference  to  its  causes,  is  no 
virtue,  and  deserves  no  esteem.  It  is 
found  in  the  best  and  worst,  and  is 
to  be  judged  according  to  the  quali- 
ties from  which  it  springs  and  with 
which  it  is  conjoined. 

— William  Ellery  Channing. 


He  that  fails  in  his  endeavors  after 
wealth  or  power  will  not  long  retain 
either  honesty  or  courage. 

— Samuel  Johnson. 


He  that  is  patient  will  persevere; 
and  he  that  perseveres  will  often  have 
occasion  for  as  well  as  trial  of  pa- 
tience. — Tryon  Edwards. 


B.   C.  FORBES 

One  great  lesson  learned  from 
the  study  of  lives  of  notable  men 
is  that  patience,  perseverance, 
stick-to-itiveness  and  unflagging 
courage   are   essential   qualities. 


He  who  is  firm  and  resolute  in  will 
moulds  the  world  to  himself. 

— Goethe. 


The  world  bestows  its  big  prizes 
both  in  money  and  honors  for  but  one 
thing.  And  that  is  initiative.  And  what 
is  initiative?  I'll  tell  you:  It  is  doing 
the  right  thing  without  being  told. 

— Elbert  Hubbard. 


He  that  can  have  patience  can  have 
what  he  will. 

— Benjamin  Franklin. 


Without    perseverance    talent    is    a 
barren  bed.  — Welsh  Proverb. 


Courage  is  generosity  of  the  highest 
order,  for  the  brave  are  prodigal  of 
the  most  precious  things. 

— Caleb  C.  Colton. 


The  nerve  that  never  relaxes,  the 
eye  that  never  blenches,  the  thought 
that  never  wanders — these  are  the 
masters  of  victory. — Edmund  Burke. 


The  common  idea  that  success 
spoils  people  by  making  them  vain, 
egotistic  and  self-complacent  is  errO' 
neous;  on  the  contrary,  it  makes  them, 
for  the  most  part,  humble,  tolerani 
and  kind.  Failure  makes  people  cruel 
and  bitter.      — Somerset  Maugham. 


Fortune  does  not  change  men;  il 
unmasks  them.    — Suzanne  Necker 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are  now 
available  in  a  574-page  book  at  $5.95. 
Send  check  and  order  to:  Forbes  Inc., 
60  Fifth  Avenue,  New  York,  N.Y. 
won.  (Sales  tax:  New  York  City, 
add  5%.  Other  parts  of  New  York 
State,   add  2%    to  5%    as  required.) 


A  Text .  .  . 


Sent  in  by  Joseph  Cluck,  New 
York,  N.Y.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life 
is  presented  to  senders  of  texts 
used. 


In  your  patience  possess  ye  your  souls. 

—Luke  21:19 


86 


FORBES.  MAY  1,  19 


MAY  15, 1968  /  FIFTY  CENTS 


•  1  •  J  i 

mm  mm  i 


National  Dairy 
Products  Corp. 


► 


o 

0» 


< 


UJ 

< 

o 

z 


X 


Teller's  machine  is  linked  directly  with  our  new  Century  Computer.  Provides  instantaneous  records  of  financial  transactions. 


The  same  kind  of  ingenuity  created  the  world- 
famous  NCR  computers,  accounting  machines, 
cash  registers,  and  adding  machines. 


aINICIR 


THE  NATIONAL  CASH  REGISTER  CO  .  DAYTON  45409  ® 


(What  I  said  about  Long  Distance  costing  too  much.) 


Some  businessmen  used  to  think  it  cost  too  much 
to  use  Long  Distance  in  their  day-to-day  opera- 
tions. But  now  they  think  differently.  They  know 
time  is  expensive.  And  that  calling  costs  less  than 
ever.  So  they  say,  "Settle  it  now  by  Long  Distance." 


ATsJ 


The  Challenge: 


/ 


In  the  last  100  years,  we've  watched  our  rivers  and  lakes (i|. 
poisoned  by  burgeoning  populations  and  booming  industry.  In  a  world  four-fifths  covered  with  ocea  i 
we're  in  danger  of  running  out  of  usable  water.  Crane  is  concerned  about  this  30  billion  dollar  probic 
Concern  has  led  to  involvement.  In  the  battle  against  water  pollution.  Crane's  super-efficient  Mic 
strainers  are  making  tons  of  water  fit  to  drink.  Crane  ion-exchange  technology  now  saves  millions 
gallons  of  industrial  water  every  hour.  Crane  research,  giving  priority  to  the  water  problem,  is  near 
breakthroughs  in  such  areas  as  improved  desalination  and  the  treatment  of  industrial  and  munici 
effluents.  In  water  treatment  and  pollution  control,  Crane  is  attacking  the  problem  with  our  own  S| 
cial  brand  of  creative  know-how.  It's  a  growing  challenge.  But  as  the  challenge  grows,  so  grows  Cra 


FLUID  CONTROl/VVATER  TREATMENT/AIRCRAFT  &  AtROSPACE/COMFORT  &  SANITARY  CONTROL 


CRANE 


300  PARK  AVENUE,  NEW  YORK,  N.Y.    j 
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ATIONAL  DAIRY:  Just  because  a  company  has  been  successfully 
onservative  doesn't  mean  it  can't  change.  That's  what  Chairman  Ed- 
ards  and  President  Beers  seem  determined  to  prove  at  National  Dairy. 

ife  Insurance  Companies — 1968  Annual  Report:  Statistical  ratings  on 
7  stock  companies,  plus  a  report  on  the  industry's  current  sad  plight. 
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BUSINESS 

OEW'S    VS.   COMMERCIAL  CREDIT  27 

small  company  can  buy  a  very 
ig   one    rf    it   can    pay    in    lOUs. 

CHLUMBERGER  28 

ood  electronics  companies  were  too  expensive,  so  Schlum- 
Brger  picked  problem  children  and  straightened  them  out. 

lERCK  29 

'hat  if  your  first  diversification  is  a  flop?  Says  Presi- 
ent  Gadsden,  the  next  time  you  take  very  careful  aim. 

ENERAL   CIGAR  30 

s  up.  it  s  down — but  the  real  problem  is  the 
tmosphere  in  which  the  cigar  industry  operates. 


IKE   CORP.  44 

I  became  a  conglomerate  by  accident. 
kit  it   stopped   being   one   on    purpose. 

EXAS   EASTERN    TRANSMISSION  47 

he  future  need  for  energy,  says  Baxter  Goodrich,  makes 
atural   gas   a   growth    business   despite    the   regulation. 

lASHVILLE.   THE   METRO  CITY  51 

low  to  make  urbanite  and  suburbanite  pull  together? 
'ut  them  in  the  same  boat,  as  Nashville  did.  But  New 
orks  John   Lindsay  doubts  it  could  work  for  his  city. 


N   INTERVIEW  WITH   ECONOMIST  JAMES   J.   OLEARY 

>  the  day  of  the  one-family  house  passing?  Clearly 
rtat's  the  trend,  says  Dr.  OLeary,  an  outstanding 
ounselor  to  U.S.  corporations  and  their  economists. 
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MEXICO'S  TOURISTS  65 

U.S.  tourists  saved  Mexico's  economy.  Now 
Mexico  IS  finding  that  the  flow  runs  both  ways. 
AIR   WEST  75 

Merger  alone,  far  from  solving  the  troubles  of  the  feed- 
er lines,  may  make  them  bigger.  Consider  Air  West. 
OTIS   ELEVATOR  82 

A    single-industry   company,    no    matter    how 
well  run,  must  take  its  lumps  now  and  then, 
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iVe're  helping 

b6  million  birds 

become 

moonlighters 


lOp  by  a  major  airport  almost 
iy  evening,  and  you'll  see  plush 
issenger  jets  being  converted 
to  hard  working  cargo  carriers, 
less  than  20  minutes! 
This  quick  change  act  takes 
ace  as  the  seats  and  galley 
Dm  the  aircraft  are  removed  and 
aded  into  55-ft.  double-deck 
ins  developed  with  the  airlines 
{  FMC  Corporation. 
In  a  few  moments  you'll  see 
ns  of  palletized  freight  stowed 
ipidly  aboard  the  aircraft  with 
le  help  of  our  special  cargo 
aders  that  can  handle  as  much 
5  90,000  pounds  of  air  freight  in 
)  minutes. 

This  "moonlighting"  —  which 
jds  four  flying  hours  to  the  work 


day  of  jetliners  —  is  part  of  the  big 
change  that  is  boosting  air  cargo 
shipments. 

But  helping  the  airlines  move 
mountains  of  cargo  is  just  one 
facet  of  our  contribution  to  this 
dynamic  industry.  For  example, 
PMC's  mobile  pressure  washers 
can  give  high-flying  "dirty  birds" 
a  bath  in  less  time  than  you  can 
wash  a  car.  The  same  equipment 
swiftly  de-ices  aircraft  in  winter. 

Every  month,  millions  of  pas- 
sengers are  fed  delicious  in-flight 
meals  that  are  kept  piping  hot 
with  PMC's  portable  food  cabi- 
nets. And  luggage  wins  the  race 
to  the  claim  area  —  thanks  largely 
to  our  containerized  baggage 
handling  system. 


Serving  the  airlines  to  help 
them  serve  you  is  just  one  way 
PMC  puts  ideas  to  work.  Ideas 
that  benefit  nearly  everyone  in 
some  way  every  day.  To  learn 
more  about  our  diversified  activi- 
ties write  for  a  copy  of  "Dimen- 
sions,"FMCCorporation,*  Execu- 
tive Offices,  San  Jose,  Calif. 951 06 

'Formerly  known  as  Food  Machinery  and  Chemical  Corporation 


PRINCIPAL  PRODUCTS:  AVISCO  textile  fibers;  lire  cord 
packaging  films;  strappings  D  BOLENS  gardening  & 
maintenance  equipment  Q  CHICAGO  waste  treatment 
systems  D  CHIKSAN,  0-C-T,  WECO  oil  industry  equip 
ment  D  FMC  defense  materiel  O  FMC  food  harvesting 
processing,  packing  equipment  □  FMC  industrial  & 
specialty  chemicals  O  FMC  packaging  machinery  D  GUN 
DERSON  railcars,  marine  vessels  D  JOKIN  BEAN  agricul 
tural,  automotive  &  airline  service  equipment;  fire  fighters 
D  LINK-BELT  transmission  &  materials  handling  equip 
ment  D  LINK-BELT  SPEEDER  construction  equipment  D 
NIAGARA  agricultural  chemicals  &  SRS  seeds  D  PEER 
LESS  &  COFFIN  pumps  D  SIDEWINDER  tilthers  D  SYN 
TRON  &  STEARNS  electromagnetic  &  electronic  equipment 


FMC  CORPORikTION' 


CORPORATION 


® 


Putting  ideas  to  work  in  Machinery  Chemicals  Defense- Fibers  &  Films 


Forecast  1972: 
garden  apartment 
construction 
to  soar  92%. 


•^^ 


^A 


l-'^l 


And  Georgia-Pacific  will  be  ready! 


The  housing  industry  is  running 
head-on  into  young  families 
formed  from  the  World  War  II 
hahy  hoom.  And  one  of  the  biggest 
points  of  impact  is  in  the  demand 
for  garden  apartments  (less  than 
4  stories) .  According  to  Western 
Wood  Products  Association, 
600,000  new  units  a  year  are 
expected  to  be  built  by  1972,  a 
92%  increase  over  1967!  G-P 
products  will  build  many  of  these 
low-rise  units:  structural  plywood 
for  walls  and  floors  .  .  .  wood 
sidings  and  trims  for  added 
exterior  appeal . . .  decorative 
paneling  to  beautify  interiors  . . . 
gypsum  wall  and  ceiling  systems 
for  fire  and  sound  control. 

Georgia-Pacific  will  continue 
to  play  a  big  role  in  the  low-rise 
housing  market.  Our  103  Company- 
owned  distribution  centers  provide 
one-source  service  and  materials 
keyed  to  regional  market  needs. 


Our  distribution  centers  and 
our  63  sales  offices  are  tied  together 
by  a  national  communications 
network  which  keeps  products 
flowing  to  areas  where  they're 
needed— when  they're  needed.  This 
interlocking  system  is  constantly 
being  evaluated  to  anticipate 


demand  and  provide  the  best 
possible  service  to  existing  and 
potential  customers. 

It's  natural  that  G-P  is 
planning  now  to  meet  young 
America's  future  housing  demandi 
It's  a  growth  market.  We're 
the  growth  company. 


SALES  GROWTH         NET  INCOME 


CASH  FLOW 


PLYWOOD  DEMAND 
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Side  Lines 


Glamour  Girl,  Down  on  Her  Luck 

Not  so  many  years  ago,  space  was  the 
glamour  girl  of  U.S.  industry.  We  were 
ofl  on  a  new  era  of  exploration.  Com- 
panies with  a  stake  in  space  were  sud- 
denly worth  a  few  points  extra  in  their 
price/earnings  ratios.  Our  colleague  in 
business  journalism.  Fortune,  was  pre- 
dicting that  by  the  1970s  the  U.S.  would 
be  spending  as  much  as  $20  billion  a  year 
on  space.  Space  shots  were  getting  almost 
as  much  public  attention  as  the  World 
Series.  Sputnik  had  scared  the  pants  oflf 

Americans.  The  very  idea  of  coming  in  second  to  the  Russians 
was  intolerable. 

That  was  a  scant  decade  ago.  Today,  the  glamour  girl  is  pretty 
dowdy.  The  polls  show  51%  favor  the  manned  lunar  landing 
program,  35%  are  opposed  and  14%  have  no  opinion  at  all.  In 
1965  IT^'r  favored  the  program  and  only  3%  had  no  opinion. 
Space  is  now  a  favorite  target  for  politicians  looking  for  ways  to 
cut  government  spending  without  losing  votes.  Nobody  cares 
about  space  stocks.  The  U.S.  space  program  got  $4.6  billion  in 
fiscal  1967-68,  down  13%  from  its  fiscal  1964-65  high,  and  it 
will  fare  even  worse  this  next  fiscal  year. 

In  spite  of  all  this,  Forbes  thinks  the  girl's  still  pretty  glamor- 
ous. We  don't  necessarily  think  she  needs  a  sugar  daddy;  you  can 
do  a  lot  with  $4  billion  a  year.  But  we  do  think  that  an  ambitious, 
continuous  and  well-funded  space  program  should  be  an  im- 
portant part  of  our  national  effort — as  it  certainly  is  to  Russia's. 
We  think  space  research  is  vital  to  the  whole  forward  thrust  of 
industrial  technology,  of  knowledge  about  man,  and  yes,  we'll 
come  right  out  and  say  it — of  national  pride  and  prestige. 

We  feel  so  strongly  on  the  subject  that  we're  devoting  the  bulk 
of  our  July  1,  1968  issue  to  telling  our  businessmen-readers  why 
we  think  they  should  get  behind  the  space  program. 

For  the  past  five  months,  a  team  of  Forbes  editors  has  been 
working  on  this  special  report.  Riding  herd  on  the  project  is 
Senior  Editor  Richard  Phalon.  Working  with  him  are:  Special 
Reports  Editor  Joseph  Carter;  Washington  Staff  Writer  James 
Flanigan;  Staff  Writer  Thomas  Gilgut;  Reporter  Edward  Riner; 
and  Researchers  Ellen  Melton,  Janet  Hirschen  and  Judy  Bow- 
man. The  team  has  been  beating  the  bushes  in  Congress,  the 
National  Space  &  Aeronautics  Administration,  the  universities 
and  in  every  major  company  with  an  important  stake  in  the 
space  program. 

Is  this  a  proper  subject  for  a  magazine  that  covers  corporate 
and  management  affairs?  We  think  so.  We  consider  the  implica- 
tions of  space  technology  to  be  of  vital  concern  to  every  busi- 
nessman in  the  country.  We'll  quote  the  great  British  astronomer. 
Sir  Bernard  Lovell,  director  of  the  famed  Jodrell  Bank  observa- 
tory in  England.  He  spoke  to  a  group  of  Forbes  men  in  our  New 
York  headquarters  last  month.  "We  live  in  an  era,"  Sir  Bernard 
said,  "when,  for  the  first  time  in  history  it  is  no  longer  practically 
possible  to  pursue  simultaneously  all  the  avenues  for  scientific 
research  that  are  open  to  us.  There  are  just  too  many  of  them." 
Sir  Bernard  feels  strongly  that  space  exploration  should  not  be 
lost  in  this  shuffle.  We  agree  and  hope  our  readers  will,  too,  after 
reading  our  forthcoming  issue.  ■ 
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Don't  be  impressed. 


Our  charts  tell  a  great  deal  about  us.  About  our  growth  and 
stability.  Butwe  don'twantyou  to  beimpressed  by thefigures  alone. 
We  want  you  to  know  everything  there  is  to  know  about  us. 
Including  how  we  built  our  record  and  our  plans  for  continuing. 

To  find  out  what  questions  you  might  have  about  Textron,  we 
asked  security  analysts  for  their  questions.  Pry  all  you  like, 
we  said.  We  want  to  tell  the  whole  story. 

And  we  did. 

Fourteen  Textron  officers  tape  recorded  answers  on  our 
management  philosophy,  acquisition  policy,  financial  controls, 
future  products.  Even  our  accounting  procedures. 

We  bound  the  questions  and  answers  together  with  the  figures  and 
had  our  latest  annual  report.  It's  an  x-ray  of  a  new  kind  of 
company.  For  a  copy,  write:  Textron,  10  Dorrance  Street, 
Providence,  Rhode  Island  02903. 
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The  greatest  thing  we've  got  going  for  us, 
is  that  everythmg's  growing  for  us. 

Yes,  you  can  see  the  future  happening  now  in  Ohio  Edison 
Country.  Last  year  was  the  fifth  consecutive  year  in  which 
major  industrial  expansions  or  new  plants  announced— those 
involving  expenditures  of  $1  million  or  more— totaled  more 
than  $100  million. 

Beginning  in  1955  and  continuing  through  1967,  there 
have  been  more  than  250  such  projects — ranging  in  expendi- 
tures for  individual  projects  from  $1  million  to  $120  million — 
for  total  announced  expenditures  of  more  than  $1-3/4  biUion. 

In  1967  sales  of  electricity  were  4.7%  greater  than  in 
1966.  Operating  revenues  increased  $11.6  million.  Net  income 
was  7.7'^f  over  1966.  Earnings  per  share  on  common  stock 
were  14c  higher  than  in  1966.  Dividends  per  share  on  common 
stock  were  increased  in  1967  for  the  eighth  consecutive  year. 

Average  residential  use  per  customer  for  1967  increased 
264  kilowatt-hours  over  1966.  Average  use  was  5,020  kilowatt- 
hours.  System  peak  load  in  1967  was  2,590,000  kilowatts, 
compared  to  the  peak  in  1966  of  2,506,300  kilowatts. 

Investment  in  utility  plant  passed  the  $1  billion  mark  last 
year.  At  the  end  of  the  year  it  was  $1,049  billion.  A  new 
generating  unit  of  300,000-kilowatt  capacity  went  into  service 
in  December  at  the  W.  H.  Sammis  power  plant. 

Industrial  activity  has  moved  up  sharply  in  the  early 
weeks  of  1968,  and  we  can  see  nothing  other  than  a  continua- 
tion of  the  upward  trend  in  our  residential  and  commercial 
business. 

At  its  meeting  on  February  20th,  1968,  the  Company's 
board  of  directors  declared  a  dividend  of  35'/^c,  payable 
March  29,  1968  to  stockholders  of  record  March  1,  1968. 

These  are  only  the  highlights.  For  more  complete  in- 
formation write  for  a  copy  of  our  1967  Annual  Report:  C.  M. 
Tillett,  Secretary,  Ohio  Edison  Company,  47  North  Main 
Street,  Akron/  Ohio  44308. 
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How  do  you  say  "piggyback"  with 
a  Southern  accent? 

Pronounce  it  "containerization." 


Containerization.  That's  where  th  l 
future  of  piggyback  lies.  And  that'  I 
where  Southern  Railway  has  pu  t 
the  emphasis  all  along.  Not  on  th  ' 
mere  hauling  of  highway  trailen* 
Containerization  means  safe* 
freight,  easier,  faster  handling' 
Containers  are  ideal  "packages  i 
for  travel  by  rail  and  highway,  b » 
sea,  even  air  in  one  money-savin 
intermodal  transportation  service  • 
Containerization  means  lower  cap  J 
ital  investment  and  lower  cost  fo  i 


»t«l 


IV*  4Sf 


*S^ 


putting  us  in  a  better  position 
maintain  a  lower  level  of  rates 
our  customers.  These  are  some 
the  reasons  why  Southern  helped 
)neer  containerization,  develop- 
l  the  widest  variety  of  containers, 
ilding  huge  cranes  for  swift 
nsfer  of  containers  between  rail 
d  highway  service. 
Containerized  Freight  — one  of 
lost  of  innovations  by  Southern 
lilway.  Innovations  that  squeeze 
;  waste  out  of  distribution. 


Our  never-ending  attack  on 
waste  in  distribution  is  one  of  many 
reasons  why  thousands  of  cost-con- 
scious businessmen  in  recent  years 
have  located  in  the  Southern- 
served  South.  Let  us  help  you 
"Look  Ahead  —  Look  South!"  for 
more  profit.  Write  Allen  H.  Doug- 
las, Vice  President  —  Industrial 
Development,  Southern  Railway 
System,  270  Peachtree  Street, 
N.  W.,  Suite  335,  Atlanta,  Ga. 
30303;  telephone  404/688-7633. 


LOOK  AHEAD-LOOK  SOUTH 


It  is  about  West  Chicago 
Industrial  Center.  Located  in 
the  country,  but  only  40 
minutes  from  Chicago's 
downtown. 

•  Residents  already  include 
General  Mills,  Western  Elec- 
tric, American  Potash  & 
Chemical  Corp.  and  others. 

•  Bordered  by  Weston 
Atomic  Research  Center  and 
west  suburban  estate  prop- 
erties, recreational  and  cul- 
tural facilities. 

•  Very  favorably  priced. 

•  4  railroads  cross  property. 

•  Adjacent  to  1  jet  airport; 
2  more  nearby. 

•  Professionally  planned 
and  managed  park. 

•  Complete  with  all  utilities. 

•  Highest  rated  school  sys- 
tem in  Illinois. 

•  Substantial  tax  advan- 
tages. 

•  Abundance  of  apartments, 
homes,  motels,  shopping 
and  quick  transportation. 

West  Chicago 
Industrial  Center 

Baird  &  Warner,  Inc. 

Exclusive  Broker 

10  S.  LaSalle  St.,  Chicago,  III. 

(312)236-1855 

A  KPK  Corp.  Development 


Trends 

&  Tangents 


BUSINESS 


Hippies,  Stay  Out.  It  takes  more 
than  restrictive  covenants  to  keep 
"undesirables"  off  the  block.  Prop- 
erty values  in  some  Los  Angeles 
areas  have  dropped  not  because  of 
people  who  moved  in  but  because 
of  people  who  decided  to  visit, 
namely  hippies,  who  congregate  in 
certain  neighborhoods  on  weekends. 
A  recent  study  of  real-estate  values 
in  the  Sunset  Boulevard  district  of 
Los  Angeles  found  that  retail  sales 
and  commercial  land  values  were 
off  as  much  as  30%  as  a  result  of 
demonstrations  and  general  dis- 
orders that  the  hippies  brought  to 
the  area.  Recent  foreclosures  of  a 
couple  of  luxury-apartment  towers 
and  office  buildings  occurred  after 
the  properties  had  no  takers  at  auc- 
tion, and  the  hippies  were  blamed 
for  this,  too.  Furthermore,  since 
they  don't  live  in  the  neighborhood, 
they  can't  be  evicted. 

No  Thanks!  U.S.  industry  as  a 
whole  last  year  suffered  a  6%  de- 
cline in  profits,  yet  plans  a  7% 
capital  spending  increase  in  1968. 
The  chemical  industry  also  saw 
profits  fall  6%,  but  it  will  take  an 
opposite  tack.  Burdened  with  over- 
capacity, the  chemicals  plan  to  cut 
back  on  capital  spending  by  3%. 

Scratch  and  SmeM.  Since  the 
Post  Office  won't  permit  scented 
magazines  to  go  through  the  mails, 
advertisers  of  soaps  and  perfumes 
have  begun  to  use  a  process  called 
microencapsulation.  It  implants  mil- 
lions of  scented  bubbles  into  a 
paper  page.  The  reader  is  then  in- 
vited to  scratch  and  sniff  the  page. 
So  far,  such  ads  have  been  carried 
in  McCall's  and  Playboy,  and  more 
are  planned.  The  consensus:  It's  a 
gasser.  All  the  advertisers,  includ- 
ing Pfizer  and  Lever  Brothers,  have 
used  a  process  sold  by  Minnesota 
Mining  &  Manufacturing  Co.  But 
National  Cash  Register  Co.  last 
month  filed  a  patent  infringement 
suit.  NCR  claims  they  used  the 
process  in  1954  for  register  receipts 
and  had  it  patented.  Admitting 
NCR  has  paid  more  attention  to 
pharmaceutical      applications,      an 


NCR  representative  recalls  a  simi- 
lar 1963  suit  over  carbonless  copy 
paper,  using  the  same  process, 
wfiich  3M  settled  out  of  court. 

Teacher  vs.  Author.  On  many 
top-notch  college  campuses  many 
a  teacher  is  plagued  by  the  "publish 
or'  perish"  syndrome.  In  other 
words,  his  worth  as  a  teacher  often 
is  judged  more  by  how  much  he 
■  has  written  for  publication  than  on 
how  effective  he  is  in  a  classroom. 
But  a  current  TV  film  series,  "Men 
Who  Teach,"  takes  the  emphasis 
off  book  publishing  and  puts  it  on 
classroom  performance.  Operating 
on  a  grant  from  Celanese  Corp.,  the 
NET  series  brings  great  teachers  to 
a  mass  TV  audience.  This  may  be 
the  beginning  of  a  new  syndrome: 
"perform  or  perish."  It  won't  bring 
in  royalties,  but  it  might  produce 
more  dynamic  classroom  teachers 
and  even  teaching  "stars." 

Come  On  Over.  If  you  can't  get 

Mohammed  to  the  mountain,  bring 
the  mountain  to  Mohammed.  That's 
what  Eastern  Air  Lines  is  trying  to 
do  with  its  new  Travel  Club.  Be- 
cause of  its  domestic  carrier  status. 
Eastern  can't  fly  to  Europe  and 
cash  in  on  the  lucrative  transatlantic 
business.  But  it  can  fly  Europeans 
once  they  land  in  the  U.S.  The 
Travel  Club,  which  is  being  pro- 
moted overseas  by  Lufthansa, 
BOAC  and  Air  France  offers  Euro- 
pean travellers  low-priced  package 
tours  of  the  eastern  seaboard  from 
New  York  to  Cape  Kennedy  for 
as  little  as  $270  for  14  days.  East- 
ern flies  to  most  of  the  cities  in  the 
tours. 

More  "Swap"  Acquisitions.  Un- 
der mounting  pressure  from  Wall 
Street  analysts  and  the  Federal 
Government  to  break  out  earnings 
by  divisions  or  product  lines,  an 
increasing  number  of  corporations 
are  replacing  marginal  operations 
with  more  profitable  ones.  The  Chi- 
cago financial  consulting  firm  of 
W.T.  Grimm  &  Co.  expects  nearly 
500  "swaps" — divestitures  followed 
by  acquisitions — to  take  place  this 
year,  compared  with  328  in  1967 
and  264  in  1966.  Who  ends  up 
with  the  dogs?  "More  managers  are 
realizing  that  just  because  they 
can't  make  a  profit  with  a  particular 
operation  it  doesn't  mean  no  one 
else  can,"  says  Grimm's  Executive 
Vice  President  Edward  P.  Fillion 
Jr.  "So  they'll  approach  four  or  five 
(Continued  on  page  100) 


Questions  for  executives 
concerned  with 
rising  costs  of 
handling  and  distribution 


distribution  and  handling  costs 
5  getting  out  of  hand  and  out  of 
oportion,  here  are  some  ques- 
ns  to  consider. 

,re  we  handling  product  without 
ding  value? 

/ould  an  improved  and  more  ef- 
:tive  layout  simplify  product  han- 
ng? 

loes  volume  merit  mechaniza- 
n  or  computerized  automation? 
hould  we  have  special  or  more 
xible  storage  or  handling  de- 
es? 

lave  we  made  a  thorough  analy- 
of  in-  and  off-line  storage? 
:an  order  picking  and  truck  load- 
;  time  be  decreased  to  speed 
ler  delivery? 
:ould  warehouse  locations  be 


changed  to  reduce  total  Inventory 
levels  and  still  give  the  same  or 
better  service? 

•  Do  we  have  too  many  warehouses 
or  too  few? 

•  With  more  efficient  methods  and 
facilities,  could  we  attain  a  better 
balance  in  inventory  levels? 

•  Do  we  have  the  internal  resources 
to  assure  satisfactory  answers  to 
these  questions? 

An  Austin  Material  Handling  and 
Distributioh  Study  is  one  of  seven 
Austin  engineering-economic  con- 
sulting serviqes  designed  to  help 
clients  analyze  operations  as  Total 
Plant  Facility  Systems,  then  deter- 
mine physical  requirements  and 
plan  new  facilities.  The  goal  of 
these  services  is  to  reduce  operat- 


ing costs,  increase  efficiency  and 
enhance  the  client's  public  image. 

AUSTIN  CONSULTING  SERVICES 

Facility  Analyses 
Feasibility  Studies 
Plant  Location  Surveys 
Site  Evaluation,  Selection 

and  Planning 
Land  Development  Planning 
Utility  Analyses 
Material  Handling  and 

Distribution  Studies 

Austin  offers  any  or  all  of  these 
services  in  addition  to  its  design, 
engineering  and  construction  serv- 
ices for  industrial,  commercial  and 
institutional  facilities.  For  further 
information,  please  write,  wire  or 
teletype: 


THE  AUSTIN  COMPANY 

Designers  •  Engineers  •  Builders 

GENERAL  OFFICES:  3650  Mayfield  Road.  Cleveland,  Ohlo4413lJ 

Telex:  810-421-8540 


Why  does 
Marathon  Oil 
keep  on  concentrating 
its  retail  expansion 
in  just 
one  area? 


It's  a  case  of  putting  our  money  (twice  as  much 
this  year  as  last)  where  our  strength  is.  Our 
midwest  retailing  is  solidly  based  in  a  six- 
state  Great  Lakes  area.  In  America's  heart- 
land, one  of  the  nation's  great  and  growing 
gasoline  markets.  This  year  we're  building  145 
new  service  stations  and  remodeling  405 
others.  More  important  than  numbers,  we're 
building  additional  marketing  strength  where 
Marathon  is  already  well  known  for  quality— 
and  where  our  new  stations  can  make  the  most 
of  established,  efficient  product  distribution 
systems  and  advertising  coverage.  It's  part  of 
a  coordinated  expansion  program  that  in- 
cludes growing  crude  oil  production,  greater 
refining  capacity  and  stepped-up  pipeline  ac- 
tivity. Result:  Marathon  moves  ahead,  solidly 
in  balance. 


MARATHON  OIL  COMPANY 

FINDLAY    OHIO 


MOVING  AHEAD-IN  EXPLORATION  •  PRODUCTION  •  TRANSPORTATION  •  REFINING  •  MARKETING  • 
16  FORBES, 


RESEAR 
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He's  reading  the  eighth  chapter 
in  a  record  of  dramatic  growth. 
We've  reserved  a  copy  for  you  too! 


As  in  each  of  eight  preceding 
years,  1967  reflects  another  year  of 
dramatic  growth.  In  1967  gross 
revenues  rose  to  $2.7  billion,  and 
earnings  per  share,  after  the  recent 
•   2-for-1  split,  were  equal  to  $2.27. 

Our  1967  Annual  Report  is  a 
story  of  change.  From  a  corpora- 
tion earning  less  than  $31  million 
in  1960,  we  have  become  a  corpo- 
ration with  earnings  of  $119.2 
million.  Almost  a  fourfold  growth 
In  eight  years. 

Our  annual  report  tells  how  a 


single  concept— "management 
must  manage"— has  helped  build 
our  global  network  into  the  effi- 
cient corporation  it  is  today,  with 
a  task  force  of  236,000  people  in 
offices  and  factories  throughout 
67  countries,  and  sales  outlets  in 
56  more. 

We  forecast  that  sales  and  net 
income  would  double  in  5  years 
and  again  in  5  years,  and  that  per 
share  earnings  would  continue  to 
increase  at  10-12%  annually.  We 
have  hit  these  targets. 


Profit  isn't  the  whole  story, 
though.  In  this  report,  you  will  see 
how  our  grouping  of  companies 
has  resulted  in  a  more  efficient 
use  of  manpower  and  material 
resources. 

Would  you  like  a  copy  of  our 
32-page  report?  Just  write  to  the 
Director  of  Investor  Relations, 
International  Telephone  and  Tele- 
graph Corporation,  320  Park 
Avenue,  New  York,  N.Y.  10022, 
U.S.A. 
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State  Loan&rinance  Corporation 
changes  its  name  to 

American 
Finance  System 

Incorporated 


Our  Leadership  Policies  Remain  the  Same! 


f 


Today  a  majority  of  our  750  consumer  finance 
offices  in  42  states  cany  the  identikatioD, 
"Member,  Amaican  Fmance  System."  Conse- 
quently, effective  May  1, 1968,  we  are  changing 
our  official  corporate  name  to  American  Fmance 
System  Incorporated  Another  corporate  move 
that  reflects  inaeased  importance  to  the  business 
community  from  coast  to  coast  is  our  pending 
application  for  listing  on  the  American  Stock 
Exchange. 

Plans  caD  for  continued  growth — internally 
and  through  acquisitioos— guided  by  dynamic 
management  and  efficient  operating  procedures 
which  have  earned  a  reputation  for  integrity 
among  customers  and  competitors  in  the  United 
States  and  Canada.  For  ow  a  third  of  a  century 


our  trend  setting  policies  have  worked  toward 
establishing  more  effective  lines  of  consumer 
credit  Cunently  we  are  the  siidi  largest 
company  in  our  field  and  operate  fully  owned 
subsidiaries  engaged  in  consumer  credit  Our 
diversified  activities  include  aedit  insurance, 
rediscount  financing  and  community  antennae 
television  systems.  If  you  would  like  further  in- 
formation on  our  present  status  and  projected 
plans,  write  to  the  address  bdow. 


OUR  RECORD  Of  GROWTH 

1967        1358 
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American  Finance  System 

INCORPORATED  a  Delaware  Corpofation 


iifl(mcMiW»^J"^  Wilmington  Tnjsl  Building  •  Wilmington,  Delaware  19601  •  (302)  65W279 
®    AMERICA'S  DEPENDABLE  LOAN  SERVICE 


68-146 


The   Other  Way   Around 

Sir:  In  your  article  "They  Call  It  Ge- 
neen  U."  (Forbes,  May  1),  you  quoted 
ffle  as  saying  that  "it  is  very  hard  to  say 
that  if  we  do  thus,  we  will  increase  our 
business  25%  and  our  profits  12%."  If  I 
said    this,    I    was    certainly   wrong.    Hal 
Geneen  would  never  have  agreed  to  in- 
creasing our  business  25%  and  our  profits 
only  12%.  In  fact  it  was  sometimes  hard   - 
to  get  him  to  agree  to  increase  our  busi- 
ness 25%  and  our  profits  only  25%,  since 
he  felt  that  incremental  business  carried   I 
additional  profit.  I  would  hate  to  have    • 
Mr.  Geneen  feel  that  I  had  forgotten  his   i 
lesson  so  soon. 

— Henry  E.  Bowes  ( 
President,    j 
McCall  Corp.   , 
New  York,  N.Y. 

Island  View  Point 

Sir:  Puerto  Rico's  Operation  Bootstrap  i 
(Forbes,  Apr.  1)  has  attracted  more  than  f 
1,500  industrial  ventures  to  the  island,  , 
in  a  period  of  just  two  decades,  not  1,000  ' 
as  reported. 

The  labeling  of  our  Bootstrap  tax  ex- 
emption incentives  as  "devices"  could  I 
give  the  false  impression  that  Puerto  Rico 
is  up  to  something  "tricky."  It  is  no  acci- 
dent that  84  blue-chip  firms  alone  now 
operate  plants  and  provide  jobs  in  Puerto 
Rico.  These  firms  would  not  be  operat- 
ing more  than  1,600  miles  away  from 
their  mainland  markets  except  for  our 
comprehensive  Bootstrap  incentives.  Our 
1,500  plants  now  account  for  about  100,- 
000  direct  jobs  and  some  175,000  indirect 
jobs.  Nearly  95%  of  the  industries  at- 
tracted to  Puerto  Rico  under  the  Boot- 
strap Program  remain  in  Puerto  Rico  and 
expand  operations  after  the  initial  tax 
exemptions  run  out. 

— Teoixjro    Moscoso 
Chairman, 
Commonwealth  Oil  Refining  Co. 
San  Juan.  Puerto  Rico 


Typo,   Not  Anagram 

Sir:  Like  any  ardent  puzzle  fan 
I  love  a  clever  anagram 
But  the  hardest  yet  I've  had  to  do 
Appeared  in  Forbes  May  1  issue: 
"Aloca  In  Surinam?" 
The    dam    thing   just    refused    to 
scan. 

— Anne  E.  C\rf 
PR-New  York,  Inc 
New  York,  N.Y. 

Billion-Dollar-Guess 

Sir:  Professor  Otto  Eckstein  (Forbes, 
May  1 )  takes  issue  with  the  hypothesis 
used  in  the  Committee  for  Economic 
Development  policy  statement,  The  Na- 
tional Economy  and  the  Vietnam  War, 
that  defense  spending  would  decline  by 
$20  billion  in  two  years  after  the  end 
of  the  war.  Of  course,  CED  does  m 
know  how  much  the  decline  of  defei 
spending  will  be.  The  S20-billion  fij 
(Continued  on  page  102) 
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If  you  ask  me,Will,I'd  say  GENESCO' 

The  business-man-turned-Sunday-painter  may  have  his  eye  on  the  landscape,  but 
he's  ready  with  prompt  answers  to  searching  questions  about  industry.  Yes,  Genesco 
is  the  world's  largest  manufacturer  of  things  to  wear,  and  has  long  since  earned 
real  respect  for  its  imaginative  approach  to  corporate  management  and  advance 
planning.  Through  24,000  retail  stores,  the  corporation  distributes  its  apparel 
products:  products  for  all  the  members  of  the  family,  from  the  skin  out. . .for  all 
kinds  of  uses,  for  every  kind  of  chmate.  With  $950,000,000  in  annual  sales, 
Genesco  keeps  to  its  steady  growth  pattern,  serving  an  ever-increasing  range  of 
needs  and  tastes  and  incomes. 

Note  fo  readers  of  Forbes:   No  matter  what  your  specialization  is,  you'll  find  Genesco's 
Annual  Report  is  excellent  collateral  reading  mater iaL    It's  yours  if  you'll  write  to  us. 


GENESCO  INC. 


I  Box  F,  Genesco  Building,  730  Fifth  Avenue,  New  York,  N.  Y.  10019 
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Beatrice  Foods  Co. 
BILLION  DOLLAR  YEAR! 


SALES                                $1,052,431,480 

16%  INCREASE 

8%  ON  A   RESTATED  BASIS 

EARNINGS                             $37,398,588 

24%  INCREASE 

97o  ON  A   RESTATED  BASIS 

EARNINGS  PER  SHARE . com.o. sock       $3.61 

(Year  ended  February  29,  1968) 

11%  INCREASE 

9%  ON  A  RESTATED  BASIS 

CONSECUTIVE 
YEARS  OF 
INCREASES 

SALES 

Since  1950,  sales  have  grown 
$861,971,480  or  453% 


CONSECUTIVE 
YEARS  OF 
INCREASES 

EARNINGS  PER  SHARE 

Earnings  per  share  have  in- 
creased $2.53  or  234% 
since  1952 


CONSECUTIVE 
YEARS  OF 
INCREASES 

DIVIDEND  RATE 

Dividends  are  at  the  current 
rate  of  $1.65 


For  a  copy 

of  the 

1968  Annual 

Report,  v\/rite  to 

:  Treasurer, 

Beatrice 

Foods 

Co.,  120  S. 

LaSalle  St. 

Chicago,  III.  60603 

Seven  Divisions  of  Beatrice  Foods: 

Dairy  *  Grocery  •  Confectionery  • 

Chemical  Specialties  &  Manufactured  Products  • 

Public  Warehousing  •  Agri-Products  • 

International 


BEATRICE 
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We're  flying  something 
new  at  Beech  this  year! 


at's  not  news  to  aviation  people.  The  world  of  flying 
sects  the  newest  from  Beech. 

this  case,  however,  it's  a  proud  new  banner  that  we're 
ing...the  Department  of  Commerce  "E"  Award  for 
(standing  accomplishment  in  creative  marketing  overseas. 

Marketing  spreads  new  wings 

cing  the  tough  international  marketing  conditions  that 
isted  in  1946,  Beech  applied  creative  imagination  to  the 
velopment  of  new  business  in  distant  lands.  Conventional 
echcrafts  were  modified  to  solve  special  problems 
erseas. 

to  serve  as  high  altitude  aerial  photography  platforms, 
Iping  young  nations  discover,  chart  and  develop  national 
iources. 

to  serve  as  economical  short-haul  airline  and  cargo 
nsports. 

to  carry  heavy  avionic  equipment,  providing  an  economi- 
lly  practical  method  of  checking  vital  air-route 
mmunication  systems. 

to  serve  airlines  and  military  services  as  economical 
ining  planes. 


Results:  More  twin  engine  Beechcrafts  are  now  serving 
industries,  governments  and  military  services  in  Europe 
than  all  other  brands  combined.  And  today,  Beech  has  57 
fully  staffed  distributors  in  100  countries. 

How  high  are  your  goals? 

When  you're  looking  for  new  worlds  to  conquer,  one  of  the 
19  Beechcraft  models  just  might  provide  the  competitive 
thrust  your  company  needs.  Ask  your  nearby  Beechcraft 
Dealer  about  ways  to  spread  your  marketing  wings.  And, 
if  you'd  like  case  histories  of  how  companies  in  your 
industry  are  flying  Beechcrafts  to  new  profit  opportunities, 
write  Beech  Aircraft  Corporation,  Marketing  Services, 
9749  E.  Central,  Wichita,  Kansas  67201. 


eeechcraft 


Beech  Aircraft  Corporation, 

Wichita,  Kansas  67201 
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All 

inad^'s 
work 


By  the  time  you're  ready  to  sip  your 
morning  coffee,  we've  processed 
thousands  of  bushels  of  soybeans. 
Come  the  noon  whistle  and  we've 
produced  hundreds  of  thousands  of  eggs 
.  .  .  close  to  a  half  a  million  pounds  of 


poultry  and  over  a  thousand  tons  of 
animal  feeds. 

Some  of  the  soybeans  we  process  end 
up  in  feeds  that  generate  more  meat, 
milk  and  eggs.  Some  end  up  in 
processed  foods.  Any  way  you  look 


at  it,  your  next  meal  is  bound  to 
include  something  we  produced. 
Every  day  our  work  is  the  same: 
make  more  and  better  food  for 
millions  of  people. 


Thafs  why  we're  called  The  Foodpower  People 


^^  Central  Soya 
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The  FOODPOWER  People 

Fort  Wayne,  Indiana 


A  UNIQUE  GROWTH  ORGANIZATION  SERVING  AGRICULTUfl 
AND  INDUSTRY  THROUGH  SOYBEAN  PROCESSING. 
FEED  MANUFACTURING,  POULTRY  MARKETING, 
GRAIN  MERCHANDISING  AND  SOYBEAN  CHEMURGY. 
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"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


ANOTHER  CRISIS  AHEAD 


When  will  we  learn  that  a  breathing  spell  is  just  that? 

A  few  weeks  ago  we  bolstered  the  wobbling  dollar  by 
I  emergency  conference  which  established  the  Two- 
er  gold  price  standard. 

Shortly  thereafter,  we  were  given  a  chance  for  further 
eath  at  the  Stockholm  Conference  when  nine  out  of  the 
n  participants  agreed  to  the  establishment  of  Special 
rawing  Rights,  a  long-range  plan  for  "paper  gold,"  pre- 
cated  of  course  on  some  fiscal  discipline  by  the  United 
ates. 

What  actual  steps  have  we  taken  in  the  interval? 

None. 

In  fact,  in  the  interval,  we  have  further  weakened  the 
)llar's  international  status. 

Inflation  at  home  has  pushed  rapidly,  alarmingly  ahead, 
•ices  up.  Wages  up.  Domestic  consumption  soaring.  Labor 
lortages.   Record  strike  settlements. 

Passage  of  additional  taxes  to  help  right  the  astronomi- 
illy  unbalanced  budget  is  still  far  from  a  certainty, 
though  the  favorable  vote  by  Wilbur  Mills'  House  Com- 
littee  is  a  most  important  step  in  the  right  direction. 

The  euphoria  brought  on  by  Vietnam  peace  hopes  is 


wearing  oflf  as  it  becomes  apparent  that  peace  is  a  long  way 
oflf. 

Most  discouraging,  for  the  first  time  in  five  years,  last 
March  we  had  no  export  surplus.  Imports  exceeded  ex- 
ports by  $158  million.  There  are  compelling  reasons  to  be- 
lieve that  this  unfortunately  is  not  a  short-run  situation. 

There  can  be  only  these  results:  renewed  worry  abroad 
over  the  dollar's  value;  a  renewed  run  on  gold;  renewed 
prospect  of  shaken,  lessened  international  trade. 
*  *  * 

Isn't  it  ironic  that  the  stock  market  goes  up  every  time 
chances  improve  for  the  passage  of  increased  federal  taxes 
and  reduced  federal  expenditure? 

But  it's  pamfully  understandable. 

Our  present  prosperity  is  on  thin  ice.  The  war's  end  will 
help  enormously,  but  it  is  still  far  off.  A  substantial  slash 
of  federal  spending  will  help  the  dollar's  position  abroad, 
but  likely  compound  our  urban  crisis  at  home. 

The  only  thing  we  can  do  immediately  to  establish  our 
intentions,  our  creditability,  is  to  enact  additional  taxes.  The 
longer  we  delay,  the  less  effect  ultimate  passage  will  have 
in  staving  off  another  severe  dollar/ gold  crisis. 


I  THINK  HE  MEANS  IT 


By  way  of  comment  on  President  Johnson's  announce- 
lent  that  he  would  not  be  a  candidate  for  re-election  to 
le  Presidency,  I  reprinted  verbatim  my  year-and-a-half 
irlier  editorial  that  stated  unequivocally  that  LBJ  would 
lost  certainly  be  running  again. 

I  figured  that  having  been  so  emphatically  wrong,  it 
ould  be  a  bit  difficult  to  comment  convincingly  on  the 
sw  development.  In  letters  and  conversation  some  Forbes 


readers  raised  this  question,  and  I  quote:  "Would  appre- 
ciate it  very  much  if  you  would  advise  if  this  reprint  is 
merely  poking  fun  at  yourself  or  if  you  are  today  still  of 
the  same  opinion  as  of  January  1967.  In  other  words,  do 
you  still  feel  LBJ  will  run?" 

Poking  fun  was  the  intention. 

I  am  completely  convinced  President  Johnson  will  not 
be  a  candidate,  that  he  meant  what  he  said. 
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OUTRAGEOUS 


The  behavior  of  a  relative  handful  of  undergraduates  at 
Columbia  University  has  been  outrageous. 

I  hope  ardently  that  those  running  the  university  have 
the  authority  and  the  guts  to  boot  the  principal  hoodlums, 
right  out  on  the  cans  they  sat  on  during  their  sit-in. 

Now  if  that  reaction  sounds  old-fashioned,  old  fogey 
and  behind  the  times,  then  there's  something  wrong  with 
the  times. 

There  hasn't  been  such  bullyboy  hooliganism  since  a 
minority  of  Brown  Shirts  terrorized  many  Germans  into 
heiling  Hitler. 


Undergraduate  ferment  over  the  issues  of  our  times  is 
wonderful,  a  welcome  contrast  to  earlier  eras  of  languid, 
ivory-towered  indifference. 

Picketing;  mass-meeting  protests;  speak-ins;  sit-outs; 
even  non-attendance  at  classes  are  all  effective  means  of 
expressing  a  viewpoint.  Political  activity,  i.e.,  the  Mc- 
Carthy bit,  and  meetihgs  en  masse  with  a  university's 
academic,  administrative  and  undergraduate  officials  are 
all  ways  of  being  hgard,  being  effective. 

Occupying  the  offices,  the  libraries,  the  classrooms  and 
other  facilities  of  a  university  for  days  on  end,  and  wan- 
tonly destroying  and  obscenely  marking  up  these  same 
facilities  should  certainly  not  be  condoned  or  excused  on 
any  basis. 

The  idea  that  such  Fascistic  conduct  should  be  excused 
under  the  guise  of  "tolerance"  or  "academic  freedom"  can 
be  summed  up  in  one  four-letter  word. 

Universities  are  institutions  of  learning  and  if  the  under- 
graduates of  any  university  learn  only  one  thing  in  this 
new  day  of  almost  unlimited  individual  freedom  and  li- 
cense, it  should  be  that  others,  too,  have  rights  and  free- 
doms and  that  in  a  free  country  there  are  penalties  and/ or 
punishments  for  the  evil  men,  young  or  old,  who  in  the 
guise  of  seeking  "justice,"  destroy  the  foundations  of  it. 


VIVA  NO  VISA! 


It's  not  always  that  I  find  myself  in  agreement  with  Re- 
publican Congressman  Thomas  Curtis,  a  fact  which  I'm 
sure  doesn't  bother  this  crusty  Missourian  one  iota.  As  a 
member  of  the  House  Ways  &  Means  Committee,  he  is  dig- 
ging into  the  ways  and  means  of  attracting  more  tourists 
to  this  country,  ways  and  means  that  would  be  sensible 
without  costing  a  lot  of  money. 

At  the  hearings  he  has  put  his  finger  on  one  very  real 


obstacle  for  foreigners  who  want  to  visit  the  United  States 
— visa  forms  with  endless  questions,  personal  to  the  point 
of  impertinence,  and  red  tape  beyond  reason.  I  doubt  if 
any  American  would  bother  to  tour  any  country  that  had 
the  visitor  requirements  this  country  has. 

The  prospects  of  U.S.  visa  red  tape  biting  the  dust  are 
excellent  since  Congressman  Curtis  is  championing  the 
change. 


B.C.  FORBES'  LAST  EDITORIAL 


The  last  editorial  written  by  Forbes'  founder  appeared 
at  the  end  of  Fact  &  Comment  exactly  14  years  ago — in 


the  May  15,  1954  issue.  Before  it  was  in  readers'  hands  my 
father  died  of  a  heart  attack  just  short  of  his  74th  birthday. 


CULTIVATE  CHEERFVLISESS 


When  1  dictated  that  headline  to  my  secretary  of 
30  years'  service,  she  ejaculated:  "Oh!  You  have 
already  written  on  this  subject." 

I  have,  of  that  I  am  very  well  aware.  But  the  im- 
portance of  developing  a  cheerful  attitude  impresses 
me  more  and  more  with  every  passing  decade.  Life, 
in  a  sense,  is  what  you  menially  make  it.  I  pity  any- 
one who  is  chronically  a  grouch,  pessimistic,  discon- 
tented. A  cheerful  frame  of  mind   is   like   church- 


going,  largely  a  matter  of  habit;  if  you  develop  a 
morose  attitude,  the  chances  are  that  you  will  persist 
in  it,  just  as  if  you  get  into  the  habit  of  going  to 
church  you  continue  to  go,  whereas  if  you  stop  going, 
you  continue  not  to  go. 

If  you  are  so  constituted  that  you  cannot  be  cheer- 
ful, seek  strenuously  to  be  as  cheerful  as  you  can. 
"A  merry  heart  goes  all  the  way.  .  .  ." 


-Malcolm  S.  Forbes,  j 

Editor-in-Chief| 


Clark  gets 
things  moving 


Feed  8  million  hungry  people.  Feed  them  again 
tomorrow.  It's  a  long  hard  haul  from  harvest  to  high-rise. 
And  it  never  ends.  Clark-built  refrigerated  "reefers" 
haul  the  perishables.  Big  Clark  freight  vans  lug  the  dry 
goods.  They're  part  of  a  Clark  materials  handling  system 
that  gets  food  moving  from  grower  to  grocer.  From 
the  same  company  that  builds  earthmoving  equipment, 
axles,  transmissions,  lift  trucks  and  commercial 
food  refrigeration.  Clark  Equipment 
Company,  Buchanan,  Michigan  49107 
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Not  a  Battleship- 
It's  One  of  the  World's  Largest  Nuclear  Power  Plants 


What  you  see  abuilding  here  will  soon  be  a  part 
of  one  of  the  world's  most  powerful  nuclear  gen- 
erating stations,  50  miles  southwest  of  Chicago. 
One  unit  has  been  in  operation  since  1960;  two 
others  are  under  construction. 

More  than  3,000  tons  of  heat-treated  steel  plate 
from  our  Burns  Harbor  Plant  (in  Indiana,  30  miles 
east  of  Chicago)  are  being  fabricated  into  bulb- 
shaped  nuclear  containment  vessels.  The  completed 
reactors  will  turn  water  into  steam  for  driving 
generators. 

The  nuclear  vessels  are  being  built  by  Chicago 


Bridge  &  Iron  Company.  Prime  contractor  for  the 
project  is  General  Electric  Company. 

Bethlehem  is  supplying  and  erecting  structural 
steel  for  several  major  buildings  which  are  also  a 
part  of  this  expansion  of  Commonwealth  Edison 
Company's  Dresden  Power  Station,  near  Morris, 
Illinois. 

In  power  plants,  bridges,  highways,  schools  .  .  . 
in  contemporary  furniture,  appliances,  and  auto- 
mobiles .  .  .  steel  provides  strength  and  long  life. 

Bethlehem  research  isconstantly  developingeven 
better  steels  for  tomorrow. 

BETHLEHEM    STEEL 


Forbes 


Heads,  We  Win;  Tails,  We  Win 


How  can  a  company  with  $100  million  in  equity  take  over  one  that  is 
more  than  three  times  as  big?  Loew's  Theatres  thinks  it  has  found  a  way. 


The  Management  of  Commercial 
Credit  Co.  doesn't  want  to  be  taken 
over  by  Loew's  Theatres.  Loew's.  on 
the  other  hand,  seems  to  be  in  a  posi- 
tion where  it  can  win  big  or  win  small 
— but  it  can't  lose,  no  matter  what 
hapf>ens  to  its  bid  to  buy  control  of 
the  Baltimore  finance  company. 

Loew's  is  a  spinoff  from  what  was 
once  the  biggest  motion-picture  com- 
pany in  the  world.  It  is  controlled  by 
the  brothers  Tisch.  Laurence  A.  and 
Preston  R.,  whose  family  owns  32% 
of  its  4.8  million  shares.  The  Brooklyn- 
born  Tisches  started  in  the  hotel  busi- 
ness in  the  late  1940s,  operating  a 
small  familv-owned  resort  in  New  Jer- 


sey. They  accumulated  a  group  of 
small  hotels  and  then  in  1955  built  the 
Americana  in  Bal  Harbour,  Fla.  They 
bought  into  Loew's  in  1959,  and  two 
years  later  started  another  group  of 
hotels  under  the  Loew's  name. 

For  years,  Loew's  stock  sold  in  a 
range  of  6  and  19,  but  it  took  off  in 
1967  and  has  since  sold  as  high  as  92. 
Flushed  with  success,  the  Tisches  an- 
nounced they  were  in  the  market  for 
acquisitions,  big  ones.  Then  last  month 
they  made  an  offer  for  Commercial 
Credit,  second-biggest  commercial  fi- 
nancial company  (after  C.I.T.  Finan- 
cial) in  the  U.S.,  which  has  $2.9  bil- 
lion out  on  loan. 

The  offer  was  not  without  appeal 
to  small  Commercial  Credit  stockhold- 
ers. Commercial  Credit  has  not  done 
very  well  in  recent  years,  and  the  $45 
a  share  offered  by  Loew's  is  nearly 
40%  above  what  Commercial  Credit 
was*  selling  for  prior  to  the  offer. 

Immediate  Profit.  Whether  a 
movie-house-and-hotel  company  is  cap- 
able of  running  a  huge  and  highly 
complex  credit  operation  is  very  much 
an  open  question.  But  there  is  no  ques- 
tion about  Loew's  having  a  heads-we- 
win-tails-you-lose   proposition. 

Loew's  has  already  bought  9.5%  of 
$3-billion   (assets)  Commercial  Cred- 


More  Grief.  Donald  S.  Jones  (left), 
career  Commercial  Credit  man,  in- 
herited problems  when  he  became 
president  Jan.  1 .  Earnings  in  1967  were 
lower  than  in  1958.  The  stock  was 
selling  at  bare  book  value,  down  42% 
from  1962,  a  ready-made  situation 
for  takeover  bids.  Along  came  Laur- 
ence A.  Tisch  (right)  of  Loew's, 
whose  stock   was  at  an  all-time  high. 


it's  10.5  million  shares  on  the  open 
market.  It  has  made  a  tender  offer  for 
the  rest.  The  tender  price:  $45  in 
Loew's  SVi  %  convertible  debentures 
for  each  Commercial  Credit  share.  If 
all  of  Commercial  Credit's  shares  were 
to  be  tendered,  the  deal  would  cost 
Loew's  $439  million. 

But  Loew's  has  only  about  $100  mil- 
lion in  equity  capital;  Commercial 
Credit  has  $351  million.  Where  does  a 
$100-million  company  that  is  $89 
million  in  debt  get  $439  million?  It 
prints  debentures. 

The  debentures  will  be  subordinated 
debt,  in  effect  lOUs.  They  are,  to  be 
sure,  convertible  into  Loew's  common. 
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but  at  $90  a  share,  which  is  near  its 
recent  price,  but  five  times  higher  than 
the  highest  price  Loew's  sold  for  in 
the  years  1962  to  1966. 

Loew's  also  gets  a  break  on  the 
interest.  At  5'/2%  it  amounts  to  $24 
million  a  year,  but,  being  tax-deduc- 
tible, would  cost  Loew's  only  about 
$12  million.  Since  Commercial  Credit 
netted  $27  million  last  year  and  paid 
$19  million  in  dividends,  Loew's  would 
come  out  with  a  profit  from  the  word 
go.  In  fact,  assuming  a  merger  on  the 
tender-offer  terms,  Loew's  present  rate 
of  annual  earnings  would  be  $6.35  a 
share  as  contrasted  with  the  $3.28  re- 
ported for  fiscal  1967.  Even  taking 
into  account  the  possible  dilution  from 
the  debentures,  the  pro  forma  annual 
earnings  are  $4.41   a  share. 

Out  of  Their  Line?  So  much  for  the 
method  of  payment.  Is  Loew's  capable 


of  running  Commercial  Credit?  To  be 
sure,  many  other  companies  have  gone 
conglomerate  in  recent  years,  but  not 
without  setting  up  a  staff  and  organiza- 
tion to  handle  it.  Loew's  refuses  to  dis- 
cuss the  point,  referring  all  questions 
to  the  prospectus  containing  the  offer. 
As  things  now  stand,  Loew's  has  107 
movie  houses  and  14  commercial 
hotels — including  one  in  Puerto  Rico 
that  contains  a  gambling  casino  and 
another  in  the  Bahamas  with  a  casino 
attached.  It  is  a  specialized  kind  of 
company. 

Commercial  Credit  has  urged  its 
stockholders  to  reject  the  offer.  Asks  a 
Commercial  executive:  "How  would 
our  banks  view  Loew's  ownership?" 
Since  Commercial  must  borrow  in 
order  to  lend  (its  short-term  debt 
amounted  to  $1.3  billion  at  the  end  of 
1967),  this  is  not  an  academic  question. 


Thus,  a  Loew's  victory  in  the  strug- 
gle for  control  is  by  no  means  a  fore- 
gone conclusion.  But  defeat  wouldn't 
really  be  defeat.  Supposing  that,  in 
order  to  fend  off  the  Loew's  offer, 
Commercial  Credit  finds  a  merger 
partner  more  acceptable  to  manage- 
ment. Loew's  still  will  do  welt;  with' 
9.5%  of  the  stock  already  in  the  bag 
and  more  probably  coming  through 
the  tender  offer,  Loew's  could  be  in  a 
position  to  block  any  merger  that 
wasn't  acceptable  to  it.  To  be  accept- 
able, such  an  offer  would  certainly 
have  to  give  Loew's  a  profit.  At,  say, 
$45  a  share,  such  a  deal  would  leave 
Loew's  with  a  profit  of  $13  million  on 
the  1  million  shares  it  already  owns. 

When  tender  offers  can  turn  out  so 
advantageously — win  or  lose — for  the 
company  that  makes  them,  who  needs 
proxy  fights?  ■ 


Problems  Are  Cheaper 


Is  it  wise  to  buy  doggy  companies,  even  in  a  promising  field?  Schlumberger  found 
that  it  could  be  made  to  work,  provided  you  are  willing  to  take  the  trouble. 


When  it  comes  to  buying  companies, 
Jean  Riboud,  the  48-year-old  French- 
man who  is  president  of  New  York- 
based  Schlumberger  Ltd.,  prefers  the 
bargain-basement  approach.  In  the 
late  Fifties  Schlumberger,  then  an  oil- 
field-services company  with  sales  under 
$200  million,  purchased  a  clutch  of 
electronics  outfits  in  France,  England 
and  the  U.S.  Besides  being  electronics 
companies,  their  chief  common  char- 
acteristic was  that  all  had  serious  prob- 
lems.   Several    were   money   losers. 

But  Schlumberger's  move  was  well 
timed.  Oil  drilling,  particularly  in  the 
U.S.,  had  already  begun  to  slow  down. 
Likewise,  the  concept  of  moving  into 
electronic  measurement  was  sound,  not 
only  opening  new  opportunities  for 
.Schlumberger  in  the  fast-growing  field 
of  control  systems,  but  tying  in  nicely 
with  its  traditional  business  of  elec- 
tronically analyzing  the  rock  forma- 
tions in  oil  wells  by  lowering  equip- 
ment down  the  shaft. 

But  why  buy  problem  companies? 
Riboud  played  an  important  part  in 
the  decision  as  a  vice  president.  "We 
wanted  to  go  into  electronics,"  he  says, 
"but  we  found  it  was  such  a  growing 
field  that  any  companies  that  didn't 
have  problems  were  unreasonably 
priced.  So  we  bought  companies  that 
did  have  problems — at  a  reasonable 
price." 

Schlumberger  got  what  it  paid  for. 
As  late  as  1966  its  electronics  group, 
which  then  comprised  42%  of  the 
company's  $343-million  sales,  was  still 


Prototype?  "Schlumberger," 
says  President  Jean  Riboud,  "is 
the  type  of  multi-national  entity 
that  many  people  think  will 
become  more  common  in  the 
future.  The  company  is  neither 
French  nor  American."  Its  man- 
agement and  its  ownership  are 
divided  between  France  and  the 
U.S.,  and  it  is  incorporated  in 
neither,  but  in  the  Netherlands 
Antilles.  Its  board,  half  French, 
normally   meets   in   New    York. 


losing  money.  Only  Schlumberger's 
traditional  oil-field-services  group, 
with  its  high  profit  margins,  kept  the 
company  out  of  the  red.  As  it  was. 
Schlumberger  fell  far  behind  competi- 
tors Dresser  Industries  and  Hallibur- 
ton in  profit  growth.  Over  the  past 
five  years,  for  instance,  Schlumberg- 
er's rate  of  earnings  growth  has  aver- 
aged only  9%  annually  vs.  17%  for 
Halliburton,  20%  for  Dresser:  while 
its  return  on  equity — averaging  1 1.8% 
over  the  same  period — has  been  no 
match  for  Dresser's  14.3%,  Halli- 
burton's 17.2%. 

When  Riboud  became  president  in 
1965,  he  said  that  he  wanted  three 
years  to  turn  the  electronics  group 
into  a  money-maker.  "If  it  takes  any 
longer  than  that,"  he  said.  "I'll  have 
to  take  another  look."  Riboud  reor- 
ganized top  management  along  func- 
tional rather  than  geographic  lines, 
weeded  out  unprofitable  product  lines, 
and  changed  management  in  many  of 
the  electronic  companies.  "About 
80%  of  getting  a  company  moving 
hangs  on  your  choice  of  key  people," 
says  Riboud.  "We  had  our  mistakes 
and  our  share  of  successes." 

Apparently  the  successes  have  out- 
numbered the  mistakes,  and  Riboud 
won't  have  to  take  that  second  look. 
He  now  says  that  in  1968,  exactly 
three  years  after  he  became  president, 
the  electronics  group  is  making  mon- 
ey. With  Schlumberger's  first-quarter 
earnings  up  30%,  who  will  doubt  his 
word?  ■ 


Ready,  Aim— 


Merck  got  shot  down  once  in  diversifying.  But  that 
won't  happen  this  time,  says  President  Henry  Gadsden. 


W  HEN  Henr>'  W.  Gadsden  was  named 
president  of  Merck  &  Co.,  the  big 
New  Jersey  drug  firm,  three  years  ago, 
he  said  he  planned  to  diversify.  The 
drug  industry  was  still  the  most  profit- 
able in  the  U.S.,  but  for  years  the  in- 
dustry had  been  charged  both  in  and 
out  of  government  with  profiteering, 
and  the  criticism  was  mounting.  Like 
most  other  drug  companies,  Merck 
saw  diversification  as  a  hedge,  if  the 
worst  happened,  against  the  federal 
regulation  of  drug  prices  and  profits. 

"It's  no  coincidence."  says  Gads- 
den, "that  since  the  attacks  on  our  in- 
dustry began  a  decade  ago,  every  one 
of  the  dozen  leading  drug  houses  in 
this  country  has  moved  toward  di- 
versification. If  prices  and  profits  on 
drugs  were  to  be  forced  down  arbi- 
trarily, incentives  for  taking  risks  in 
pioneering  new  health  advances  would 
be  diminished." 

But  when  Merck  finally  made  a  ma- 
jor diversification  move  last  Novem- 
ber, the  choice  of  Pittsburgh's  $70- 
million-a-year  Calgon  Corp..  the  U.S.' 
second-largest  (after  Naico)  water 
purification  company,  seemed  an  un- 
likely one.  Merck  had  already  tried  one 
diversification  outside  its  accustomed 
field,  and  had  learned  the  hard  way  it 
didn't  belong  in  alien  businesses. 

Acquisition  Plan,  'in  the  late  Fif- 
ties," recounts  Gadsden,  "we  barged 
into  the  silicon  business  with  the  ob- 
ject of  bringing  out  silicon  products 
for  the  electronics  industry  that  were 
so  good,  so  thoroughly  researched, 
that  the  customers  would  have  to  buy 
from  us.  Only  the  big  customers'  guid- 
ing principle  was  never  to  be  at  the 
mercy  of  any  single  supplier  for  any 
important  product,  and  we  were  de- 
termined to  be  the  only  supplier.  So 
our  silicon  didn't  sell.  It  was  a  disaster, 
but  we  learned  from  it." 

To  avoid  making  the  same  mistake 
twice,  Gadsden  named  a  corporate 
.development  group  four  years  ago  to 
come  up  with  a  foolproof  "over-all, 
thought-out  policy"  for  Merck's 
growth  outside  drugs.  The  group 
started  by  focusing  on  all  the  indus- 
tries in  the  U.S.  economy  it  felt  would 
have  good  future  growth.  "Once  those 
areas  were  isolated,  we  winnowed 
the  list  to  a  number  of  attractive  fields, 
eliminating  those  too  remote  from  our 
experience,  like  entertainment  [and 
silicon],  for  us  to  make  a  positive  op- 
erational contribution,"  Gadsden  says. 
"Then  we  started  studying  individual 
companies.  Finally  we  had  a  group  of 
good  companies  in  four  or  five  areas, 
and  we  sent  out  tentative  feelers  to  all 
of  them." 
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Three  of  the  feelers  went  out  to  the 
three  biggest  water  purification  com- 
panies, Nalco,  Calgon,  and  Betz  Lab- 
oratories, and  Calgon  Corp.  was  the 
first  to  bite.  Merck  rapidly  reeled  in 
Calgon,  which  became  Merck's  big- 
gest subsidiary  Jan.  31. 

As  Gadsden  and  the  development 
group  saw  it,  Calgon  fitted  all  three  of 


No  Dogma.  The  Calgon  ac- 
quisition fits  Merck's  demand 
of  quality,  growth  and  fit.  But 
Merck's  Gadsden  says,  "We're 
not  dogmatic.  If  something 
else  really  good  for  our  stock- 
holders walks  in  the  door, 
we    just    might    pick    it    up." 


Merck's  new  acquisition  criteria.  In 
the  midst  of  a  major  capital  expansion 
program  it  had  doubled  its  net  income 
in  three  years  and  earned  a  20%  re- 
turn on  its  equity  in  the  process.  Also 
it  was  solidly  entrenched  in  a  growth 
industry.  "It's  been  estimated,"  Gads- 
den says,  "that  the  public  and  private 
spending  required  for  water-pollution 
control  over  the  next  five  years  in  the 
U.S.  may  amount  to  $26  billion  to  $29 
billion." 

Most  important,  Gadsden  says,  Cal- 
gon fits  in  nicely  with  Merck's  own 
abilities.  "Like  Merck,  Calgon  is  struc- 
tured around  science  and  technology. 
A  high  proportion  of  its  employees 
are  scientists,  engineers  and  other  high- 
ly trained  professional  people.  Then, 
too,  water  purification  is  concerned 
with  killing  organisms,  bacteria  and 
fungi  with  chemicals.  At  Merck  we 
have  had  programs  of  long  standing 
aimed  at  the  same  ends,  seeking  to  pro- 
duce germicidal  agents.  The  step  from 
killing  germs  and  unwanted  elements 
in  humans  and  animals  to  killing  un- 
wanted elements  in  water  isn't  that 
great." 

The  Price.  Having  found  Calgon  to 
be  a  willing  partner.  Merck  was  will- 
ing to  pay  a  15%  premium  and  dilute 
earnings  by  six  cents  a  share  in  1967. 
"We  expect  continued  dilution  of  our 
stock  through  1968,  and  then  the  syn- 
ergism should  begin  to  take  hold  and 
we  can  start  moving,"  says  Raymond 
E.  Snyder,  Merck's  financial  vice  presi- 
dent. "We  are  not  bargain-basement 
shoppers,  and  we  felt  the  company  was 
worth  it." 

Gadsden  is  careful  to  point  out  that 
Merck  sent  feelers  elsewhere  besides 
Calgon.  The  rest  of  them  are  still  out, 
and  there  have  been  a  few  nibbles. 
"The  trouble  is  that  most  companies 
we  are  interested  in  have  no  thought 
or  interest  in  being  acquired,"  he  says. 
"Still  we  have  our  sights  set,  our  policy 
laid,  and  we  definitely  have  some  other 
ideas." 

Clearly,  Merck  has  room  for  maneu- 
ver. With  virtually  no  long-term  debt 
and  $42  million  in  cash  in  its  treasury. 
Merck  has  the  resources  to  take  on 
almost  anything  that  would  merit  its 
interest.  It  has  doubled  its  sales  and 
earnings  since  1964;  its  five-year  aver- 
age return  on  equity  of  26%  ranks  it 
as  the  second  most  profitable  company 
(after  Smith  Kline  &  French)  in  the 
drug  industry  and  one  of  the  dozen 
or  so  most  profitable  in  all  of  U.S. 
industry,  and  it  sells  at  a  price/earn- 
ings multiple  of  34.  Which  shouldn't 
hurt  its  acquisition  ambitions  much 
either.  ■ 
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Curing  General  Cigar 

General  Cigar's  central  problen)  is  that  too  few  people 
like  cigars.  But  its  proposed  new  solution — sell  what 
people  do  like — has  some  special  problenns  of  its  own. 


One  problem  dominates  the  life  of 
Edgar  M.  Cullman,  the  50-year-old 
president  of  $220-million  (sales)  Gen- 
eral Cigar  Co.  Despite  affluence,  ciga- 
rette health  scares  and  expensive  cigar- 
advertising  campaigns,  cigar  smoking 
isn't  popular.  Cigar  consumption  has 
declined  about  11%  since  1964,  the 
year  the  Surgeon  General's  indictment 
of  cigarettes  boosted  cigar  smoking  a 
dramatic  25%.  The  long-run  decline 
in  per-capita  consumption  has  been 
even  worse.  In  1920  the  average  adult 
male  consumed  248  cigars  per  year; 
today  the  figure  is  131.  Consumption 
of  cigarettes,  by  contrast,  rose  from 
665  per  person  per  year  to  4,295. 

Cullman,  of  course,  is  well  aware 
of  these  figures,  which  affect  his  com- 
pany more  than  any  other.  Now  that 
Consolidated  Cigar  has  been  acquired 
by  Gulf  &  Western  Industries,  General 
Cigar  is  the  largest  U.S.  independent 
cigar  company.  Therefore,  despite  a 
slight  sales  upturn  that  started  in  late 
1967,   Cullman   isn't   pinning   all    his 


hopes  on  a  rebirth  in  cigar  consump- 
tion. He  wants  to  launch  a  diversifica- 
tion program  that  will  take  General 
Cigar  outside  its  traditional  tobacco 
business.  "We  are  going  into  the  con- 
sumer products  business,"  says  Cull- 
man. "Items  like  razor  blades,  candy 
and  chewing  gum  will  tie  in  perfectly 
with  our  marketing  knowledge  and  dis- 
tribution setup." 

Of  course,  Cullman  is  already  sub- 
stantially in  the  distribution  business. 
Besides  its  own  distribution  network. 
General  Cigar  owns  Metropolitan  To- 
bacco Co.,  which  wholesales  candy, 
tobacco  and  sundries  in  New  York 
City  and  brings  in  over  $100  million 
of  General's  sales.  Metropolitan  was 
purchased  in  1964  to  act  as  a  distrib- 
utor for  General  Cigar.  "That  was  ex- 
pansion," says  Cullman.  "What  we  are 
now  planning  is  diversification." 

The  Lodestone.  That  Cullman  did 
not  diversify  earlier  is  partly  explained 
by  his  background.  Cullman's  father 
made  a  fortune  in  tobacco,  and  his 


Cullman  of  General  Cigar 

brother  is  chairman  of  Philip  Morris. 
Says  Cullman,  "My  father  instilled  a 
love  of  business  in  us,  particularly  the 
tobacco  business.  As  children,  we  ate 
and  slept  the  tobacco  business,  morn- 
ing, noon  and  night."  After  working 
in  the  family  investment  house  and 
then  managing  the  family  tobacco 
farms  in  Connecticut,  Cullman  bought 


THE  AIR  IS  STALE  IN  THE  CIGAR  BUSINESS 


Back  in  the  Twenties  the  average 
American  male  contentedly  smoked 
over  200  cigars  per  year.  Over  10,- 
000  cigar  companies  ministered  to 
his  tastes,  and  the  after-dinner  ci- 
gar, served  in  the  drawing  room 
with  brandy,  was  the  very  symbol 
of  contentment,  success  and  refine- 
ment. 

Today,  to  the  despair  of  the 
cigar  industry,  he  only  smokes  half 
that  number.  "It  can  be  traced  to 
cigarettes,"  says  Philip  L.  Bondy,  a 
senior  vice  president  at  General 
Cigar,  puffing  away  at  his  5-cent 
mentholated  Tiparillo.  "As  cigarette 
consumption  went  up,  cigars  went 
down." 

Fall  from  Grace.  Certainly  ciga- 
rettes have  been  the  principal 
cause  of  the  cigar's  fall  from  favor. 
Since  the  early  Twenties  average 
cigarette  consumption  has  increased 
to  4,295  per  year.  But  to  blame  the 
problems  of  the  lordly  cigar  on  the 
lowly  cigarette  sidesteps  the  ques- 
tion of  why  men  have  given  up 
their  cigars  for  cigarettes. 


Certainly  a  main  reason  is  the 
change  in  the  influence  of  the  fe- 
male. Once  conditioned  to  accept  the 
authority  of  the  male  as  family  head, 
women  now  contest  that  authority. 
And  the  cigar,  with  its  fumes  and 
debris,  is  a  good  starting  point  for 
a  family  power  struggle. 

In  Germany,  for  example,  where 
male  authority  is  still  firmly  en- 
trenched, about  twice  as  many  ci- 
gars are  consumed  per  male  as  in 
the  U.S.  According  to  one  study  of 
U.S.  men,  a  much  higher  propor- 
tion of  divorced  and  separated  men 
smoke  cigars  than  do  married  men. 

The  cigar  makers  are  well  aware 
of  the  attitude  of  women  toward 
their  product.  "We  know  that  wom- 
en haven't  been  particularly  friend- 
ly toward  cigars,"  says  Bondy. 
"That  is  why  we  introduced  our 
'Should  a  gentleman  off^er  a  lady  a 
Tiparillo?'  campaign.  It  wasn't  to 
get  women  to  smoke,  but  to  get 
both  sexes  accustomed  to  the  idea 
of  men  smoking  cigars  around 
women." 


Lady's  Day.  Some  campaigns 
have  gone  further.  In  an  article 
commissioned  by  the  Cigar  Institute 
of  America  entitled,  "Have  a  Ci- 
gar, Lady,"  the  Institute  suggests 
that  female  cigar  smoking  is  quite 
permissible  "as  long  as  she  confines 
herself  to  any  of  the  long  slender 
shapes  or  many  cigarillo  types  on 
the  market."  Big  cigars  are  inap- 
propriate, advises  the  Institute. 

But  in  trying  to  win  female  ac- 
ceptance of  cigars,  the  industry  is 
also  flirting  with  the  destruction  of 
an  equally  important  marketing 
concept — the  image  of  the  cigar  as 
a  symbol  of  masculinity.  "A  cigar 
asserts  a  virile  personality,"  con- 
tends Dr.  Ernest  Dichter,  a  special- 
ist in  motivational  research.  "Cigar 
smokers  are  likely  to  be  direct-ac- 
tion, no-nonsense  people." 

Dichter  sees  a  basic  conflict  be- 
tween his  findings  and  the  idea  of 
getting  women  to  accept  cigars.  "A 
cigar  makes  a  man  feel  indepen- 
dent. That's  good.  Women,  natural- 
ly, will  resent  this."  Dichter  feels 
that  the  cigar  industry  should 
emphasize  educating  the  male  how 
to   use   cigars.   "Men   don't  know 
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minority  control  of  General  Cigar  in 
1961.  It  seemed  an  ideal  situation. 
While  rival  Consolidated"s  sales  were 
increasing  lO'vc  per  year  and  had 
passed  SI 20  million.  General's  over-all 
sales  were  stagnating  at  around  S60 
million,  and  the  company  seemed  ripe 
for  new  leadership.  When  the  Surgeon 
General's  report  linked  cigarettes  with 
cancer.  General's  cigar  sales  rose  from 
S70  million  to  about  S90  million. 

Cullman  responded  with  a  broad  ex- 
pansion program.  The  sales  force  was 
increased,  advertising  expenditures 
boosted,  new  machinery  installed.  But 
trouble  lay  ahead.  Many  of  the 
smokers  who  turned  to  cigars  in  1964 
switched  hack  to  cigarettes  in  1965. 
and  by  the  end  of  1967  all  but  12% 
of  the  1964  gain  had  been  wiped  out. 
Earnings  fell  for  two  consecutive  years 
from  SI. 75  per  share  until  they  pulled 
up  to  SI. 97  per  share  in  1967.  Cull- 
man admits  now,  in  hindsight,  that  he 


pushed  parts  of  his  expansion  program 
too  hard.  "We  were  right  to  spend  all 
we  did  on  advertising,"  he  says.  "This 
helped  us  win  the  new  smokers.  But 
we  did  get  some  new  machinery  that 
we  wouldn't  have  bought  if  we  had 
seen  the  downturn  coming." 

The  new  cigar  smokers  encouraged 
the  company  to  strengthen  its  position 
in  small,  inexpensive  mild  cigars,  the 
market  where  the  greatest  increase 
took  place  in  1964.  The  small  cigar,  or 
cigarillo.  is  the  key  to  the  group  that 
Cullman  is  counting  on  for  future 
gains — the  war  babies  who  are  now  in 
their  early  and  mid-20s,  the  age  at 
which  most  cigar  smokers  start.  "Much 
of  our  ad  promotion  is  aimed  at  these 
younger  people,"  says  Cullman.  "It's 
intended  to  make  cigar  smoking  a 
status  symbol."  If  Cullman  can  sell 
the  younger  smokers  on  cigarillos,  such 
as  his  Tiparillo  line,  he  figures  he  can 
switch  them  to  more  expensive  cigars 


CIGARS  -  CIGARETTES  -  CHEWING  GUM? 


when  it  is  appropriate  to  smoke  a 
cigar,  they  don't  know  how  to  se- 
lect one  or  how  to  handle  it.  A 
cigar  is  like  a  fine  wine  and  cannot 
be  appreciated  easily." 

Wine  or  Weapon?  While  cigars 
can  be  compared  to  fine  wines,  they 
can  also  become  superb  weapons. 
One  advertising  director  for  a  large 
corporation  in  New  York  says  that 
chewing  tobacco  and  smoking  ci- 
gars are  an  excellent  combination 
in  getting  rid  of  space  salesmen 
who  take  up  too  much  of  his  time. 
"When  I  start  using  the  cuspidor 
they  get  edgy,  but  when  I  close  tlje 
window  and  light  up  my  foulest 
cigar  they  leave  fast." 

While     virtually     all     cigarette 


smokers  become  "hooked,"  only 
one  cigar  smoker  out  of  four 
smokes  more  than  one  cigar  a  day. 
This  poses  another  problem  for  the 
industry,  which  would  probably 
have  to  spend  less  on  promotion  if 
it  could  build  more  volume  among 
current  users  instead  of  trying  to 
attract  new  smokers.  But  even  Gen- 
eral Cigar's  advertising  director. 
Vice  President  George  B.  Reichart, 
who  smokes  all  General  Cigar 
brands  happily  and  loyally,  admits 
that  on  a  recent  vacation  he  found 
he  could  stop  smoking  with  no  un- 
pleasant after-effects.  "My  wife  still 
had  to  have  her  cigarettes  every 
day,"  he  points  out. 

Advertising  director  Reichart  has 


as  they  grow  older. 

Another  reason  why  it  is  essential 
for  Cullman  to  get  cigar  smokers  to 
develop  more  expensive  tastes  is  that 
price  increases  are  hard  to  come  by. 
Brand  loyalty  isn't  strong  enough  for 
smokers  to  accept  even  a  modest  price 
rise,  such  as  hiking  a  two-for-25-cent 
cigar  to  two  for  27  cents.  Thus  Cull- 
man is  justifiably  proud  of  his  recent 
success  in  adding  a  two-for-25-cent 
line  to  his  traditional  10-cent  White 
Owl  brand,  as  well  as  boosting  the 
price  of  Tiparillos  1  cent  a  five-pack. 

Following  the  Crowd.  While  getting 
the  war  babies  to  smoke  is  one  way 
to  improve  the  outlook  in  the  cigar 
business,  diversification  won't  neces- 
sarily solve  Cullman's  problems  if 
that  fails.  A  host  of  other  big  and 
smart  companies,  such  as  Consoli- 
dated Foods,  Squibb  Beech-Nut  and 
Philip  Morris,  are  already  establish- 
ing themselves  as  general  merchan- 
disers of  consumer  products,  rather 
than  as  food,  drug  or  tobacco  com- 
panies. Witness  the  recent  stampede 
into  the  candy  business  (Forbes, 
Mar.  /).  In  fact,  it  was  Consolidated 
Cigar's  distribution  setup  that  caught 
the  eye  of  Gulf  &  Western.  Hard 
though  it  may  be  to  grow  in  a  static 
field,  it  can  be  just  as  hard  in  a  bur- 
geoning one — given  enough  well- 
heeled  and  determined  new  entries.  ■ 


what  motivational  researcher  Alex 
Gochfeld  describes  as  "two  com- 
pletely separate  problems:  trying 
to  get  new  people  to  smoke  and 
trying  to  attract  the  regular 
smoker."  While  Reichart's  strategy 
in  attracting  the  regular  smoker  is 
the  familiar  one  of  building  a  brand 
identity,  the  Tiparillo  was  actually 
an  ingenious  attempt  to  create  a 
new  product  somewhere  between 
the  cigar  and  cigarette.  Thus  the 
advertising  series  depicting  a  night- 
club scene  and  a  girl  offering  "ci- 
gars, cigarettes,  Tiparillos." 

Yet  no  matter  how  clever  the  in- 
dustry's advertising,  nothing  boosts 
sales  more  than  a  cigarette  health 
scare.  When  the  Surgeon  General's 
1964  report  appeared  labeling  cig- 
arettes a  health  hazard,  cigar  smok- 
ing went  up  25%,  only  to  start  fall- 
ing off  again.  Late  last  year  it  rose 
again  for  the  first  time  since  1964. 
Though  the  industry  thinks  that  this 
time  the  gain  is  here  to  stay,  a  bet- 
ter guess  is  that  once  again  it  is 
linked  to  the  latest  barrage  of  anti- 
cigarette  publicity,  and  as  the  pub- 
licity subsides,  the  gains  will 
disappear. 


Better  Late  Than  Never 


The  solid  and  comfortable  virtues  possessed  by  National  Dairy  Products — fiscal  conservatism 
and  steady  growtt) — don't  cut  much  cheese  in  Wall  Street  these  days.  So  the  owner  of  the 
famed  Kraft  and  Sealtest  brands  is  out  to  change  its  image  by  stepping  up  its  performance. 


Almost  everybody  knows  that  good 
corporate  management — or  the  repu- 
tation therefor — gets  rewarded  in 
Wall  Street  with  high  price/earnings 
ratios,  which  not  only  keep  stock- 
holders happy  but  pay  off  holders  of 
executive  stock  options  with  capital 
gains. 

It's  also  clear,  though  not  so  often 
talked  about,  that  price /earnings  ratios 
for  their  part  have  a  way  of  keeping 
management  on  its  toes.  For  when  the 
price/earnings  ratio  gets  low,  take- 
over artists  may  be  attracted,  and,  of 
course,  executive  stock  options  aren't 
likely  to  be  worth  much.  To  any  sen- 
sible management,  therefore,  a  drop- 
ping price/earnings  ratio  is  a  sign  of 
danger. 

The  danger  signs  have  been  flashing 
for  some  time  in  the  New  York  execu- 
tive offices  of  giant  National  Dairy 
Products  Corp.  In  a  market  where  the 
average  P/E  ratio  is  about  17,  Nation- 
al Dairy  is  currently  selling  at  only 
about  15  times  1967  earnings.  That's 
about  the  same  as  the  P/E  ratio  of 
archrival  Borden  but  five  points  be- 
hind General  Foods.  Worst  of  all,  it  is 
a  sharp  comedown  from  the  22  times 
earnings  that  National  Dairy  com- 
manded back  in  1961.  In  effect,  Na- 
tional Dairy  has  achieved  a  51%  rise 
in  per-share  earnings  since  1961,  but 
this  has  gone  totally  unrecognized  in 
the  stock  market. 

Is  management  worried?  Yes,  it  is. 
Scores  of  National  Dairy's  executives 
can't  exercise  their  stock  options  be- 
cause the  stock  is  cheaper  on  the  open 
market.  "You're  looking  at  one  of 
them,"  says  President  William  O. 
Beers. 

Unlikely  Offer 

Beers  and  National  Dairy's  chief 
executive  officer,  Chairman  Gordon 
Edwards,  are  only  too  well  aware  that 
there  are  other  drawbacks  to  a  low 
P/E  ratio:  Stockholders  become  res- 
tive, acquisitions  are  more  difficult  to 
attract.  And,  big  as  National  Dairy  is, 
the  possibility  of  a  tender  offer  from 
outside  —  while  slight  —  still  exists. 
After  all,  such  giants  as  Swift  &  Co., 
Armour  &  Co.,  and  giant  International 
Paper  (Forbes,  Apr.  1)  have  felt  or 
thought  they  felt  the  hot  breath  of 
eager  takeover  offers. 

Edwards  and  Beers  are  trying  to  do 
something  about  the  situation.  In  so 
doing,  they  illustrate  clearly  how  the 


stock  market  can  affect  the  way  a  com- 
pany is  run.  National  Dairy  is  not 
simply  trying  to  change  its  image,  it's 
actually  making  a  major  effort  to 
improve  its  corporate  performance. 
So  far  as  performance  is  concerned. 
National  Dairy's  sins  have  been  sins 
of  omission — or,  you  might  say,  of 
luke-warm  commission. 

With   71    years  of  service   between 


stock  have  actually  declined  slightly 
(from  1.5%  in  1960  to  the  current 
1.3%)  when  mutual  fund  investing 
has  grown  tremendously. 
• .  National's  big  rivals  in  the  food  in- 
dustry have  managed  to  look  more 
glamorous:  Borden,  because  it  has 
moved  strongly  into  chemicals  and 
now  gets  43.3%  of  its  pretax  profits 
from   that   growth   industry;   General 


Chairman  Edwards   and  President  Beers   of  National  Dairy 


them,  both  Beers  and  Edwards  moved 
to  the  top  of  National  Dairy  via  the 
presidency  of  Kraft.  When  Beers 
moved  from  Kraft  to  National  Dairy's 
presidency  in  January,  Edwards  be- 
came the  company's  chairman. 

In  the  old  days,  Edwards  and  Beers 
wouldn't  have  had  a  worry.  National 
Dairy  earned  13.2%  on  stockholders' 
equity  last  year,  comfortably  above 
the  national  average  for  all  industrial 
concerns,  which  was  11.7%.  Accord- 
ing to  Forbes  latest  Annual  Report 
on  American  Industry  (Jan.  1)  the 
company  ranked  in  the  top  half  for 
profitability  among  the  390  leading 
U.S.  corporations  covered.  Its  com- 
pounded five-year  average  gain  in  sales 
was  5.4%  and  in  earnings  7.4%,  both 
about   average   for  its  industry. 

But  this  kind  of  growth  is  no  long- 
er enough  in  a  market  that  wants 
glamour  in  product  lines  and  above- 
average  growth.  Recently  National 
Dairy  has  enjoyed  little  favor  with  the 
big  institutional  investors.  Based  on  a 
study  by  Vickers  Associates,  Inc.,  mu- 
tual fund  holdings  of  National  Dairy's 


Foods,  because  it  boasts  a  profit  mar- 
gin of  6%  as  compared  with  National 
Dairy's  3.3%.  Procter  &  Gamble,  per- 
haps the  nation's  most  sophisticated 
marketer  of  packaged  goods,  has  a  re- 
turn on  sales  of  7.1%. 

What  has  held  National  Dairy  back 
from  more  vigorous  growth  and  di- 
versification? 

Chairman  Edwards  and  President 
Beers  frankly  recognize  that  National 
has  potentials  in  marketing  and  in 
finance  that  have  not  been  fully  re- 
alized. 

Although  few  people  realize  it.  Na- 
tional Dairy  is — outside  of  Swift  the 
meatpacker — the  biggest  single  food 
company  in  the  U.S.  With  1967  sales 
of  $2.3  billion.  National  Dairy  is  a  full 
third  bigger  than  General  Foods,  twice 
as  big  as  Consolidated  Foods  and  has 
sales  volume  nearly  as  great  as  Camp- 
bell Soup,  H.J.  Heinz,  United  Fruit 
and  the  Kellogg  Co.  put  together. 
Take  out  Borden's  chemical  lines,  and  ■ 
National  Dairy  is  nearly  twice  as  big  ■ 
as  Borden,  its  closest  competitor. 

Thus,  don't  be  misled  by  the  name. 
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Dairy  Products.  Milk  and  ice  cream 
together  account  for  only  27%  of 
sales:  without  them.  National  Dairy  is 
still  nearly  as  big  as  General  Foods. 

Its  competitors  too  have  decreased 
their  dependence  on  milk:  Borden 
made  a  deliberate  decision  to  use  case- 
in, a  milk  derivative,  as  a  way  to  get 
into  synthetic  chemicals:  today  chem- 
icals give  Borden  its  relative  glamour, 
and.  significantly  Borden's  new  presi- 
dent (since  February).  Augustine  Ma- 
rusi,  rose  through  the  chemical  divi- 
sion. National  Dairy  did  make  an 
abortive  move  into  chemicals — also 
through  casein — but  when  the  move 
faltered,  the  company  threw  in  the 
sponge.  Secure  in  the  profits  from 
Kraft,  its  management  felt  under  no 
compulsion  to  gamble  further  on 
chemicals. 

The  third  major  dairy  company, 
Chicago's  Beatrice  Foods,  took  a 
slightly  different  tack.  First  it  ex- 
panded heavily  in  specialty  and 
convenience  foods,  and  then,  m 
the  search  for  better  profits,  took  the 
conglomerate  route.  Today  Beatrice  is 
in  warehousing,  electrical  appliances 
and  travel  trailers:  its  sales  are  up 
120%  since  1960,  its  per-share  earn- 
ings up  104%,  more  than  twice  as 
great  as  National  Dairy's  gain. 

The  Cheese  Stands   Alone 

One  of  the  problems  has  been  that 
Nationals  loose  holding-company 
structure  has  prevented  any  real  cross- 
fertilization  among  its  rich  and 
powerful  divisions.  The  Kraft  division, 
for  instance,  boasts  one  of  the  largest 
and  most  efficient  food  distribution 
systems  in  the  U.S.,  but  neither  its 
marketing  expertise  nor  its  distribution 
channels  have  been  put  at  the 
disposal  of  National  Dairy's  other 
divisions.  An  extravagant  fiscal  con- 
servatism has  been  another  problem. 
It  has  a  mere  $85  million  in  long-term 
debt  vs.  total  capitalization  of  $725 
million.  By  contrast,  Borden  has  long- 
term  debt  of  $241  million  vs.  total 
capitalization  of  $760  million. 

It  all  shows  up  in  growth.  The  food 
market  has  been  growing  at  better 
than  6%  annually.  Held  back  by  too- 
loose  decentralization  and  a  timid  at- 
titude toward  finance.  National  Dairy 
has  grown  at  a  rate  that  is  hardly  im- 
pressive for  the  biggest  food  company 
in  the  business. 

To  some  extent  National  Dairy  has 
been  a  captive  of  past  success.  The 
company  was  founded  in  1923  by 
Thomas  Henry  Mclnnerney,  who  ran 
a  Chicago  ice-cream  business.  Mcln- 
nerney was  convinced  that  the  widely 
dispersed  dairy  industry  could  be 
brought  under  one  roof  and  made  a 
big  business,  perhaps  as  big  as  steel  or 
autos.  By  the  standards  of  his  time,  he 
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Made  To  Order.  Low-priced 
consumer  foods  like  cheese, 
yogurt  and  jelly,  which  can  be 
mass  produced  in  dozens  of 
flavors  and  packages,  are  made 
to  order  for  TV  merchandising. 
Kraft  had  the  first  one-hour  TV 
program  and  is  the  only  TV 
sponsor  that's  been  on  the  air 
52  weeks  a  year  for  two  decades. 
But  Kraft's  knowhow  is  only 
now  beginning  to  rub  off  on  the 
rest   of   National   Dairy. 


was  right.  In  less  than  a  decade,  Mc- 
lnnerney reared  up  a  massive  dairy- 
processing  holding  company,  stretching 
from  the  Atlantic  to  the  Rockies,  that 
is  still  the  biggest  dairy  processor  in 
the  U.S.  By  1930,  Mclnnerney  moved 
beyond  dairying,  with  the  acquisition 
of  Kraft-Phenix  Cheese  Corp.,  and 
established  the  foundation  for  Kraft's 
success  as  a  major  food  processor. 

Kraft  was  one  of  the  first  companies 
in  the  country  to  recognize  the  enor- 
mous national  market  for  small-ticket, 
high-margined,  heavily  promoted  pack- 
aged goods.  It  came  up  with  the  world's 
first  successful  processed  cheese,  Vel- 
veeta  and  then  created  a  vast  national 
market  for  it.  And  Velveeta  spawned 
a  wide  variety  of  product  and  pack- 
aging variations,  like  Cheez  Whiz, 
cheese  spreads  in  jars  and  cheese  in 
tubes,  that  made  Kraft  the  world's 
undisputed   processed   cheese   king. 

By  the  early  Thirties,  Kraft  had 
developed  another  winner  with  a 
process  for  preserving  mayonnaise  in 
nonrefrigerated  jars,  and  quickly  estab- 
lished itself  as  the  biggest  in  the  busi- 
ness. This  led  to  Miracle  Whip,  a  may- 
onnaise-type salad  dressing,  that  still 
has  no  meaningful  competition.  From 
mayonnaise  Kraft  moved  on  into  hun- 
dreds of  other  high-margin  processed 
food  items,  jellies,  salad  dressings  (36 
varieties),  citrus  products,  frozen  and 
packaged  dinners,  margarines  and 
candies. 

"While  we  started  off  in  cheese," 
says  Kraft's  new  president,  O  Everett 
Swain,  "as  soon  as  we  had  our  distri- 
bution pattern  set,  we  sought  to  broad- 
en our  lines  and  move  into  new  food 
areas.  Our  concept  of  product  innova- 
tion and  service  to  the  consumer 
prepared  Kraft  ideally  for  the  devel- 
opment of  the  supermarket  and  the 
national  media  which  made  national 
markets  possible." 

Thus  was  National  Dairy  saved 
from  a  serious  setback  when  its  milk 
and  ice-cream  business  got  in  trouble. 

This  happened  after  World  War  II. 
Rigorous  federal,  state  and  local  regu- 
lations, governing  both  the  price  of 
raw  milk  and  the  price  of  processed 
products  caught  National's  margins  in 
a  particularly  painful  squeeze.  Later, 
milk— and  the  animal  fats  it  con- 
tains— came  under  attack  as  a  cause 
of  heart  disease,  and  consump- 
tion began  to  decline  at  precisely  the 
moment  when  the  soft-drink  and  snack- 
food  companies  began  to  offer  accept- 
able alternatives  to  milk  and  ice  cream. 
Without  Kraft,  National  would  have 
been  in  real  trouble.  But  because  of 
Kraft,  the  then  management  could 
avoid  taking  drastic  action. 

Overseas,  National  Dairy  was  high- 
ly successful  in  exploiting  the  post- 
World  War  II  European  mass  market 
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with  a  large  number  of  extremely  prof- 
itable packaged  convenience  foods  de- 
veloped and  marketed  in  the  Kraft 
division.  Overseas  operations  last  year 
contributed  10.2%  of  sales,  14%  of 
profits. 

Through  all  this.  National  Dairy  re- 
mained a  decentralized  holding  com- 
pany. In  the  mid-Fifties,  it  is  true, 
National  Dairy  integrated  scores  of 
independent  dairy  and  food  subsidi- 
aries into  its  present  seven  divisions, 
but  National  Dairy  was  interested  in 
the  tax  savings  inherent  in  such  a 
change,  not  in  making  any  changes  in 
its  organization  structure.  Until 
1956  National  Dairy  remained  as 
decentralized  as  ever. 

Kraft,  for  instance,  had  top  market- 
ing talents,  but  the  Sealtest  dairy 
division  began  to  bog  down  precisely 
because  it  had  no  real  flair  for  mar- 


keting. "The  dairy  industry,"  concedes 
Sealtest  President  John  Edwards  (no 
relation  to  Chairman  Gordon  Ed- 
wards), "has  been  hurt  most  by  its 
tradition  of  being  processing  and 
product  oriented,  not  marketing  ori- 
ented." This,  at  the  very  time  when 
the  company's  Kraft  division  was 
more  than  holding  its  own  against 
some  of  the  toughest  competition  in 
the  world. 

Now  all  this  is  changing. 

In  the  past  five  years.  Edwards  has 
added  five  senior  marketing  executives 
to  Sealtest's  staff.  He  has  beefed  up  its 
research,  particularly  its  consumer  re- 
search, looking  for  unmet  needs  and 
seeking  to  develop  the  products  to 
meet  them.  An  example  is  Light  n' 
Lively,  a  skimmed  milk  with  non-fat 
solids  designed  for  consumers  who 
like    the    taste    of    whole    milk    but 


don't  want  the  fat.  Others:  low-fat  ice 
creams  and  ice  milks,  puddings,  new 
fluid  milk  variations,  and  packaged  ice- 
cream products  (novelties  like  cones 
and  ice  cream  on  a  stick) — all  higher- 
margined  products  tailored  to  the 
specific  needs  of  the  market.  At  the- 
same  time,  he's  preparing  for  the  day 
— if  it  ever  comes — when  artificial  and 
fillet}. milks  (see  box  below)  oust  cow's 
milk  from  the  market  as  completely  as 
margarines  have  ousted  butter.  "When 
<hey  come,"  Edwards  says,  "we  will 
be  ready  for  them."  More  significant, 
the  company  is  investigating  the  pos- 
sibility of  marketing  Sealtest  ice  cream 
through  Kraft's  West  Coast  distri- 
bution channels — a  melding  of  prod- 
ucts and  capabilities  that  a  few  years 
ago  would  have  been  unthinkable.  One 
object  of  ail  this  would  be  to  get  some 
of  Kraft's  advertising  and   marketing 


IS  THE  COW  GOING  THE  WA  Y  OF  THE  HORSE? 


Archfologic.al  evidence  exists  of 
cattle  being  domesticated  in  6000 
B.C.  Hippocrates  recommended 
milk  as  a  medicine,  and  Columbus 
brought  cows  with  him  on  his 
second  voyage  to  America.  Last 
year  13.5  million  U.S.  cows  poured 
forth  119  billion  pounds  of  raw 
milk,  producing  revenues  of  S20 
billion  for  the  dairy  farmers  and 
processors. 

But  man.  the  only  mammal  that 
drinks  milk  by  choice  after  infancy, 
may  soon  be  weaned.  The  fact  is 
that  the  cow  is  a  highly  inefficient 
machine  for  producing  fats  and 
solids,  and  dairy  industry  people 
believe  she's  on  her  way  out.  Arti- 
ficial and  partially  artificial  milks 
will  probably  take  over  the  fluid 
milk  market  and  banish  the  cow  to 
the  breeding  pen.  Her  calf,  bred  for 
beef,  will  be  the  only  big  con- 
sumer of  cow's  milk  left. 

The  threat  to  milk  comes  from 
two  major  product  areas.  One  is  a 
synthetic  nondairy  beverage  com- 
posed of  vegetable  fat.  proteins, 
sugar,  water  and  other  nondairy  in- 
gredients. The  other  is  "filled"  milk, 
cow's  milk  with  the  butter  fat  re- 
placed by  a  vegetable  fat.  Some 
authorities  feel  that  the  saturated 
butter  fat  in  cow's  milk  increases 
the  likelihood  of  heart  attacks. 
Synthetic  and  filled  milks  would, 
of  course,  be  cheaper  to  produce, 
just  as  margarine  is  perhaps  a  third 
cheaper   than   butter. 

Though  a  few  of  the  synthetic 
nonmilk  drinks  are  on  the  market, 
a  major  research  effort  is  being 
made    to    come    up    with    a    for- 


mula that  fulfills  the  requirements 
of  taste,  nutrition,  appearance  and, 
especially,  price.  "Right  now,  they 
taste  awful,"  says  John  Edwards, 
president  of  Sealtest.  National 
Dairy's  major  milk  division. 

In  the  meantime  filled  milk,  a 
partial  dairy  product,  already  pre- 
sents a  real  threat  to  the  dairy  in- 
dustry. Filled  milks  have  less  than 
1%  of  the  national  Class  I  milk 
market,  but  in  the  central  Arizona 
market,  where  they  are  being 
heavily  promoted,  in  three  years  the 
product  has  moved  up  to  claim 
almost  5%  of  the  market. 

Stringent  laws,  lobbied  through 
by  dairy  interests,  make  it  difficult, 
or  impossible,  to  produce  and  mar- 
ket filled  milks.  At  present  it  is  il- 
legal to  produce  filled  milk  in  29 
states  and  the  Filled  Milk  Act 
makes  it  illegal  to  ship  it  inter- 
state. But  similar  laws  against 
margarine  were  repealed. 

The  dairy  industry  is  now  seek- 
ing to  plan  a  strategy  for  the  major 


battle  looming  ahead.  But  the  num- 
ber of  dairy  farms  has  declined 
from  641,000  in  1964  to  460.000 
last  year,  and  the  rate  of  decline  is 
accelerating.  Total  production  has 
dropped  nearly  6  billion  pounds 
since  1965.  while  prices  for  raw 
milk  have  increased  15%  to  25%. 

While  the  dairy  farmers  clearly 
have  the  most  at  stake,  the  big 
processors  are  also  put  in  a  danger- 
ous position.  They  still  purchase 
S6  billion  a  year  worth  of  raw 
milk.  To  the  extent  that  they  move 
too  quickly  into  the  substitute  milk 
products,  or  talk  about  them  too 
much,  they  risk  setting  off  a  farm- 
ers' revolt.  This  would  further  ac- 
celerate the  move  out  of  dairying 
and  dry  up  the  processors'  raw-ma- 
terial supply  before  an  adequate 
substitute  was  fully  developed.  Says 
James  Reeves  of  the  Producers' 
Creamery  Co.,  a  Springfield.  Mo. 
dairy  cooperative,  "Their  primary 
consideration  is  going  to  be  the  de- 
velopment, processing  and  distri- 
bution of  products  to  enhance  the 
financial  position  of  their  company. 
They  have  little  basic  interest  in 
milk  if  some  other  materials  will 
perform  the  same  function  at  a 
cheaper  price." 

Most  of  the  filled  milks  that  are 
now  being  aggressively,  and  suc- 
cessfully, marketed  belong  to  the 
smaller  regional  processors.  The  big 
processors  are  dabbling  in  them  but 
holding  back  until  they  are  con- 
vinced the  new  product  will  really 
sell.  But  John  Edwards  says,  "If 
what  happened  to  butter  happens  to 
milk,  we  will  be  selling  it." 
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North  American  Ro(ia%eD 


BESIDES  MAKING 
TEXTILE  >L\CHINERV. 
NORTH  AMERICAN  ROCKYMli. 
IS  BfS^'... 

Producing  axles,  brakes,  springs  and 

universal  joints  for  heav-y-duty 

vehicles  at  the  RodwvUSlandard  Divisiorui. 

Developing  a  sodium-cooled  Fast 
Breeder  Nuclear  Reactor  at  the 
Atomics  International  Di\ision . 

Working  on  the  nation's  most 
advanced  military  and  space  electronics 
systems  at  the  Autonelics  DiNision. 

Producing  single  shuttle  and  shuttle- 
less  looms,  hearings  and  knitting 
machines  at  the  Draper  Division. 

Powering  all  three  stages  of  Apollo  ' 
Saturn  V  that  will  send  man  safely  to 
the  moon  and  return  at  the 
RockftthTve  Division. 

Producing  filters,  industrial  gears, 
other  power  transmission  equipment  and 
cotton  ginning  machinery  at  the 
Industrial  Di\isions. 

Probing  the  future  of  supersonic  travel 
with  data  from  the  X-15  and  XB-70A 
advanced  research  aircraft  at  the 
Los  Angeles  Di\ision. 

Building  tactical  missiles,  tne  mach  2 
Vigilante  reconnaissance  airplane  and  the 
OV-lOA  light  armed  reconnaissance 
airplane  at  the  Cxjiumbus  Di\ision. 

Designing  and  building  Apollo  service 
and  command  modules  and  the 
second  stage  i  S  II )  of  the  Saturn  V 
launch  vehicle  at  the  Space  Division. 

Producing  the  country's  fullest  line  of 
business,  agricultural  and  personal 
aircraft  at  the  Aero  Cx)rmTiandcr  Division. 

« 

Probing  the  basics  of  physics, 
chemistry,  metallurgy  and  mathematics 
at  the  Science  Center . 

Designing  at  the  Ocean  S>-stenis  Operations 
a  four-man  undersea  workboat  that 
will  operate  at  2,000  feet 

And  we're  working  overseas  with 
affiliates  and  licensees  in  nineteen  foreign 
countries. 


Our  1967  Financial  Facts  booklet  will 
give  you  a  better  look  at  our  business 
and  markets.  For  your  copy,  write: 
North  American  Rockwell  Corporation, 
2300  East  Imperial  Highway, 
El  Segundo,  California  90245. 


knowhow  to  rub  off  on  other  divisions. 

What's  happening  at  Sealtest  is 
symptomatic  of  what  is  happening 
throughout  the  company  these  days. 
The  major  thrust  at  the  moment  is  to 
provide  a  strong  central  organization 
for  a  company  that  has  historically 
been  thoroughly  and  even  belligerently 
decentralized.  This  involves  pulling  the 
seven  divisions  into  a  more  efficient 
working  team  by  strengthening  the  cor- 
porate leadership.  And  no  longer  are 
National  Dairy's  corporate  offices  dom- 
inated by  milk  and  ice  cream  men.  The 
promotion  of  Beers,  former  president 
of  Kraft,  to  the  presidency  early  this 
year  is  symptomatic  of  Edwards'  deter- 
mination to  integrate  National  Dairy. 

Still,  Edwards  and  Beers  face  an  up- 
hill battle.  There  was  trouble  enough 
welding  Nat:onars  40  independent 
dairies  into  the  Sealtest  division.  It 
may  prove  even  more  difficult  to  inte- 
grate the  company's  six  operating  divi- 
sions— Kraft,  Breakstone,  HumKo, 
Metro  Glass,  Sugar  Creek  Foods  and 
Sealtest.  Many  of  National's  employees 
feel  a  stronger  loyalty  to  their  division 
than  they  do  to  the  parent  company, 
and  many  people  feel  that  in  some 
ways  the  presidency  of  the  Kraft  divi- 
sion is  still  a  more  powerful  and  pres- 
tigious post  than  the  presidency  of 
National  Dairy  itself. 

Really  tough-minded  management 
would  probably  try  to  reorganize  the 
company  along  product  lines,  melding 
Sealtest  and  Kraft  and  hoping  that  the 
latter's  marketing  expertise  would  rub 
off  on  the  former.  But  that  would 
cause  a  certain  amount  of  turmoil,  and 
National  Dairy  is  still  a  fairly  con- 
servative company.  "We've  thought 
about  it  for  years,"  William  Beers 
says,  "but  I'd  hate  to  think  of  the 
problems  we'd  have  to  contend  with 
in  the  motivation  of  people."  Edwards 
poinfs  out  that  "our  different  brands 
are,  in  fact,  different  products,  made 
in  different  plants,  with  their  own 
markets,  their  own  franchises  and  their 
own  plans."  And  so  each  division  con- 
tinues to  operate  as  a  separate  com- 
pany, even  competing  with  each  other 
in  products  like  cream  cheese,  oils, 
and  cottage  cheese.  In  short,  Edwards 
and  Beers  are  finding  out  what  other 
executives  have  discovered  in  trying 
to  knit  closer  together  oldline  holding- 
company  operations,  U.S.  Steel  and 
Union  Carbide  among  them:  That 
there  is  considerable  inertia  and  re- 
sistence  to  change  in  these  unwieldy 
old  structures. 

A  Farmer's  Co-op? 

Why  not  symbolize  the  new,  more 
aggressive  spirit  by  changing  the  name 
to  get  rid  of  the  "dairy"  image?  With 
a  big,  old  company  like  National 
Dairy,  even   this  question  becomes  a 


Abroad.  Kraft  was  well  en- 
trenched abroad  even  before 
it  was  acquired  by  National 
Dairy  in  1930.  In  the  mid- 
Twenties  Kraft  had  already 
established  beachheads  in 
England,  Australia  and  Ger- 
many (above).  They  are  still 
Kraft's  major  overseas  mar- 
kets, but  the  company  now 
processes  food  in  16  countries 
and  markets  it  in  over  100. 


Join  us  in  the 

great  southern 

natural  gas  rush 

The  South  has  abundant  skilled  labor,  abundant  low-cost  energy  (we  pro- 
vide that),  abundant  water,  and  governmental  bodies  that  bend  over  back- 
wards to  cooperate  with  industry. 

And  manufacturers  love  it.  So  we  have  an  industrial  explosion  on  our 
hands. 

People  keep  building  plants  in  the  territory  we  serve,  and  our  gas  sales 
keep  rising.  They've  gone  up  600%  in  the  past  20  years,  for  example. 

To  keep  abreast  of  the  growth,  we've  steadily  added  delivery  capacity. 
Last  year,  it  grew  8.7% .  And  our  aggressive  young  management  is  broad- 
ening the  scope  of  the  company's  activities  in  the  natural  resources  industry. 

In  short,  we've  set  ourselves  an  impressive  record.  Below  is  a  quick 
comparative  review  of  our  results  for  the  last  five  years. 

We  find  the  South  a  wonderful  place  to  do  business.  We  think  you  will, 
too.  And  we'd  be  glad  to  tell  you  how  your  company  would  fit  into  the 
picture.  Just  ask  us,  and  we'll  give  you  any  quantity  of  information. 

If  you'd  like  a  copy  of  our  Annual  Report  for  1967,  write  our  Secretary. 
The  Report  tells  you  just  what  the  great  Southern  Natural  Gas  rush  has 
done  for  us.  Please  address  Dept  FB. 


Southern  Natural  Gas  Company 

Post  Office  Box  2563,  Birmingham,  Alabama  35202 


g 


Total  Volume  of  Cos  Sold 
(million  cubic  feet) 

Total  Operatlni 
Devon uet 

Not  IHCMM 

Not  Incoiiio 
PorSharo* 

1967 

527.598 

$227,562,000 

$29,417,000 

$2.95t 

1966 

501,579 

$215,374,000 

$24,424,000 

$2.45 

1965 

447,190 

$194,487,000 

$21,546,000 

$2.16 

1964 

434,909 

$186,554,000 

$20,019,000 

$2.01 

1963 

420,492 

$172,283,000 

$16,112,000 

$1.62 

'Adjusted  for  2-for-l  stock  split  which  became  effective  May  6,  1965. 

tincludes  $0.35  per  share  due  to  changes  in  accounting  practices  by  Tlie  Offshore  Company. 


touchy  one.  Beers  and  Edwards  are 
quite  aware  that  consumers,  and  many 
investors,  have  only  the  foggiest  no- 
tion of  what  National  Dairy  is  and 
what  it  produces:  that,  though  Kraft 
itself  is  a  household  word,  National 
Dairy  is  known — if  it  is  known — as 
some  kind  of  big  farmer's  cooperative'. 
"We  recognize  that  our  name  is  not 
descriptive  of  what  our  company 
doe^,"  Gordon  Edwards  says.  "We 
are  now  examining  new  names."  He 
agrees  that  it  will  be  easier  to  decide 
•on  a  new  name  when  the  company 
makes  some  basic  decisions  on  what 
kind  of  company  it  is  going  to  be  in 
the  future. 

Another  problem:  Growth-by-acqui- 
sition is  difficult  for  National  Dairy. 
Edwards  says,  "In  expanding  a  multi- 
billion-doUar  company  you  have 
to  think  long  and  hard  because  every- 
thing we  do  is  scrutinized  carefully  by 
the  Department  of  Justice  and  the  Fed- 
eral Trade  Commission."  The  FTC 
has  already  issued  a  consent  decree 
prohibiting  National  Dairy  from  ac- 
quiring any  more  milk  or  ice  cream 
companies. 

Any  acquisition  of  a  food  or  pack- 
aged nonfood  company  that  depends 
heavily  on  promotional  power  might 
be  challenged  on  the  Procter  &  Gam- 
ble-Clorox  precedent.  (In  that  case 
the  Government  ordered  P&G  to  di- 
vest itself  of  Clorox  because  P&Gs 
huge  advertising  power  was  a  threat 
to  competition.)  Even  National  Dairy's 
modest  attempt  to  have  a  taste  of  the 
coffee  market  (through  the  recent  ac- 
quisition of  W.F.  McLaughlin  &  Co., 
a  $  1 0-million-a-year  Chicago  coffee 
company)  is  tempting  fate.  But  to  a 
degree,  this  is  National's  own  fault. 
The  simple  fact  is  that  National  Dairy 
failed  to  acquire  when  the  acquiring 
was  good,  back  in  the  Fifties  and  early 
Sixties  when  Borden  bought  companies 
like  Mystik  Adhesive  Products,  Bea- 
trice bought  Grand  Trunk  Warehouse 
&  Cold  Storage  Co.  and  Pet  Inc. 
bought  Downyflake  Foods.  At  this  late 
date.  National  is  pretty  well  limited  on 
acquisitions. 

Supermarket  Shopping 

Such  are  the  problems,  but  the  op- 
portunities are  big  too.  Though  Nation- 
al Dairy  has  dabbled  in  nonfood 
industries  (Metro  Glass,  HumKo 
chemicals,  which  provide  about  2%  of 
sales),  its  great  strength  is  in  its  mar- 
keting expertise  and  in  its  distribution 
system.  With  its  foot  in  the  door  of 
every  supermarket  and  food  outlet  in 
the  country,  plus  a  large,  complex  and 
efficient  marketing  setup.  National 
Dairy  is  now  beginning  to  look  around 
the  supermarket  hungrily. 

"Our  distributors  can  pretty  well 
broaden  our  base  to  include  practical- 
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W^lk  into  any  Bache  office 
andyouVe  onW^U  Street 


Walk  through  any  Bache  door  from 
Pittsburgh  to  Paris  to  Phoenix— and 
you're  instantly  in  the  heart  of  the 
investment  world. 

Every  Bache  office  is  linked  to  our 
Wall  Street  Headquarters  and  to 
all  Bache  offices— by  a  private  wire 
system  that  puts  our  best  thinking 
at  your  disposal,  wherever  you  are. 

In  every  Bache  office,  an  unceasing 
flow  of  investment  data  is  avail- 
able. You'll  get  a  visual  report  of 
transactions  direct  from  the  floors 
of  the  major  exchanges.  You'll  get 
the  latest  reported  market  prices  at 
the  push  of  a  button. 

This  instant  touch  with  Wall  Street 
is  matched  only  by  the  personal 
touch  of  your  Bache  Representative. 
He's  there  to  help  \jou  in  your  ef- 
forts to  achieve  your  investment 
goals. 

Our  120  doors  around  the  world 
are  open  to  you.  Come  in.  Soon. 


Bache  &  Co. 

Incorporated 

Members :  All  Leading  Exchanges  •  Founded  1879 
36  Wall  Street,  New  York,  N.  Y.  10005 
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You  can  take 

an  Otis  elevator 

around  the  \^rld 


Wherever  you  go  in  the  world,  Otis  is  there.  In  the  best 
hotels.  The  most  modern  buildings.  Because  Otis  is  the 
world's  largest  elevator  company. 

With  so  large  a  stake  in  the  elevator  business,  you  know 
we're  always  looking  ahead  for  new  ideas  to  serve  you 
better.  And  that's  why  every  major  elevator  advance  has 
been  an  Otis  advance  — •"  since  Elisha  Otis  demonstrated 
the  first  automatic  safety  device  in  1853.  Today,  his  name 
means  elevator.  In  every  language  in  the  world. 


Otis 

ELEVATOR   COMPANY 


We  open 

3,000  new  accounts 
a  week. 


Just  lucky? 

If  so,  very  lucky.  Because,  at  37,  we're  the  youngest 
of  the  major  brokerage  houses.  With  over  a  half- 
milHon  chents  and  gaining  rapidly.  That  kind  of 
growth  suggests  vitality,  at  least.  New  clients  say 
what  attracts  them  to  us  is  our  reputation  for  con- 
temporary ideas  and  computer-age  services. 

Services  like  almost-instantaneous  opinions  of  our 
Research  Department  on  the  stocks  you're  most 
likely  to  want  to  know  about  right  now;  and  prompt 
portfolio  reviews  on  which  our  analysts  can  take 
time  to  think  because  our  computers  are  cutting 
the  time  of  doing  arithmetic. 

Ideas  like  those  you'll  find  in  our  Investment  Values 
For  Today  Supplement  just  off  the  press.  Fresh 
ideas,  timely,  and  painstakingly  researched,  backed 
up  by  comment  on  the  current  investment  climate 
and  also  news  items  about  significant  developments 
in  industries  influencing  investment  values. 

Have  a  sample.  A  copy  of  the  new  "I.V.T"  Sup- 
plement is  yours  with  our  compliments.  Just  drop 
by  one  of  our  offices.  Or  phone.  We'd  like  to  make 
your  acquaintance.  Or  write  to  Francis  I.  duPont  & 
Co.,  either  our  nearest  office  or  Dept.  F,  RO.  Box 
833,  Wall  Street  Station,  New  York,  N.  Y.  10005.  Ask 
for  the  new  "I.V.T"  Supplement. 

We're  proud  of  our  rapid  growth,  sure.  But  let  us 
show  you  how  we  can  bring  young  ideas  and  up-to- 
date  services  to  bear  on  your  growth  objectives. 


S 


FRANCIS  I.  duPONT  &  CO. 

Your  investment  success  is  our  business 

OVER  100  OFFICES  IN  THE  US,  CANADA  AND  ABROAD  MEMBERS  NY 
STOCK  EXCHANGE,  PRINCIPAL  SECURITY  AND  COMMODITY  EXCHANGES 
ADMINISTRATIVE  OFFICES    ONE  WALL  STREET  NY  TEL    212-344-2000 


Wrapped  Up.  Kraft  was  not  the 
first  to  market  wrapped  cheese 
slices.  But  they  sell  at  high  mar- 
gins, so  Kraft  makes  them  now. 
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ly  anything  that  moves  through  a  gro- 
cery store,"  Kraft  President  Swain 
says,  "We  are  enlarging  our  long- 
range  planning  department  and  are 
not  excluding  anything."  Neither 
Swain,  nor  anyone  else  at  National 
Dairy,  is  telling  what  they  are  con- 
sidering. "I  can't  say  we  are  going  to 
go  into  toiletries,  but  we  don't  feel 
limited  to  food  products."  And  as  Wil- 
liam Beers  told  the  annual  meeting: 
"We  must  look  for  opportunities  to 
meet  the  consumer  needs  anywhere 
that  we  believe  our  knowledge,  experi- 
ence and  capacities  will  enable  us  to 
earn  a  reasonable  profit." 

"We  may  be  severely  limited  in  our 
ability  to  grow  through  acquisition," 
Edwards  adds.  "But  if  we  are 
confined  to  whatever  growth  we  are 
able  to  stimulate  internally,  we  aren't 
unduly  bothered.  After  all,  our  historic 
strength  has  been  our  own  ability  to 
expand  from  within,  through  prod- 
uct  innovation    a"d    rr-arketing   skill." 

Do  Gordon  Edwards  and  his  new 
team  have  the  drive — and  the  power — 
to  make  the  changes  necessary  to  get 
this  giant  company  growing  faster?  To 
do  thines  their  predecessors  wouldn't 
or  couldn't  do?  To  speed  up  the 
figures  and  improve  the  image  to  a 
point  where  its  P  E  ratio  will  rise  to  a 
more  respectable  level?  This  remains 
to  be  seen,  but  one  change  is  already 
apparent:  A  few  years  ago  this  story 
could  not  have  been  written.  Living 
in  its  own  world  and  sheltered  by 
its  own  size  and  wealth,  National 
Dairy  determinedly  shunned  publicity, 
and  would  deal  with  the  press  only  at 
arm's  length.  Its  top  executives  are  still 
a  bit  stiff  with  the  press,  but  the  word 
is  out:  Communicate  with  the  outside 
world.  Forbes  found  all  doors  open 
and  all  top  executives  at  its  disposal. 
Some  things  have  already  begun  to 
change  at  National  Dairy.  ■ 
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When  Forbes  Talks  About 

Circulation 
. .  .We  Come  Clean! 


■\ 


Our  Forbes  circulation  figures  are  always  so  good  we 
never  figure-pad  by  including  subscriptions  in  arrears 
...short-term  subscriptions... cut-rate  subscriptions. 

Forbes  figures  are  clean,  too,  because  they  reflect  in- 
dividual subscriptions,  where  everything  is  down  in 
black  and  white.  And  since  our  figures  are  so  clean- 
cut,  we  can  unequivocally  guarantee  our  circulation. 
Every  Forbes  issue  reaches  the  full  circulation  speci- 
fied in  our  rate  card. 

Our  publisher's  statement  of  December  31,  1967,  Is 
again  a  clean  sweep.  Forbes'  circulation  passed  the 
half-million  mark,  leaving  Fortune  panting  still 
further  behind  us.  And  comparative  statements  for 
Forbes,  Fortune  and  Business  Week  reveal  some  inter- 
esting facts,  such  as: 

More  readers  are  willing  to  pay  the  established  price 
for  Forbes.  81.2%  of  Forbes  copies  are  sold  at  the 
basic  price... compared  to  only  30.9%  for  Fortune 
and  75.3%  for  Business  Week. 


More  readers  have  the  confidence  In  Forbes  to  sub- 
scribe for  three  or  more  years.  36.8%  of  Forbes  sub- 
scriptions are  for  three  years  or  more.  Only  12.6% 
for  Fortune.  36.3%  for  Business  Week. 

But  that's  not  the  whole  story.  Forbes  has  52,239 
more  individual  subscriptions  and  67,160  more  U.S. 
subscriptions  than  Fortune.  And  our  Net-Paid- 
Including-Bulk  figure  is  now  500,191  compared  to 
Fortune's  465,363. 

Finally,  Forbes  gained  55,054  circulation  from  July 
to  December,  '67  over  the  same  six-month  average 
for  '66.  Comparative  figures  for  Fortune  and  Business 
Week  were  only  11,051  and  35,642. 

And  now  that  it's  all  out  In  the  wash,  our  conscience 
as  well  as  our  circulation  is  clean  as  can  be. 

Forbes  readers  don't  just  own  American  business. 

They  run  it. 


Forbes:  capitalist  tool 


V. 


The  Unglomerate 

Pike  Corp.  of  America  is  the  first  of  the  ex- 
conglomerates.  Is  a  pattern  in  the  making? 


Chairman  Thomas  P.  Pike  of  Los  An- 
geles-based Pike  Corp.  of  America  had 
his  reservations  about  being  a  con- 
glomerate company  reinforced  when 
he  himself  was  courted  last  winter  by 
one  of  the  more  active  members  of 
that  new  breed  on  the  West  Coast. 

"Now  I  know  what  it's  like  to  be  a 
pretty  girl,"  says  Tom  Pike,  whose 
basic  business  is  offshore  oil  drilling. 
'They  really  turned  on  the  charm. 
Secret  lunches  and  all  that.  One  of 
their  top  men  kept  telling  me  how 
great  my  business  was.  Why,  he  didn't 
know  a  bit  from  a  tool  joint!" 

But  Pike  had  other  plans  for  his 
$63-million  (sales),  family-controlled 
(27%)  company.  By  spring.  Pike 
Corp.  had  become  the  first  of  the  new 
conglomerates  to  de-glomerate  itself. 
"It  was  a  nice  try,"  says  Pike  of  his 
previous  diversification,  "but  it  didn't 
work." 

".  .  .  And  No  Future."  Unlike,  say, 
William  Duke  of  Whittaker,  Pike  did 
not  set  out  to  build  a  conglomerate, 
but  that  was  the  net  effect.  Pike  ran 
his  own  west-coast  drilling  outfit  from 
1938  to  1953,  then  served  the  Eisen- 
hower Administration  as  an  Assistant 
Defense  Secretary  and  White  House 
aide.  In  1961,  back  in  Los  Angeles,  he 
took  over  Pike  Corp.  (then  known  as 
Republic  Supply  Co.)  from  his  broth- 
er, who  wanted  to  retire  from  active 
management.  The  basic  business  of  the 
company,  which  his  father  had 
founded  in  1910,  had  always  been  oil 
field  supplies.  "It  had  a  good  past,  a 
mediocre  present  and  no  future,"  was 
Pike's  assessment.  The  trouble  was  a 
prolonged  slump  in  oil  drilling.  But 
selling  off  or  liquidating  the  company 
was  out  of  the  question.  "The  family 
ownership  mitigated  against  a  purely 
business  decision,"  says  Pike. 

His  view  of  the  company's  future 
proved  exactly  correct:  Pike  went  no- 
where during  the  next  few  years.  But 
friends  at  major  oil  companies  began 
telling  Tom  Pike  of  the  coming  up- 
surge in  offshore  oil  drilling.  A  Stan- 
ford Research  Institute  study  he  com- 
missioned bore  them  out.  So  Pike  put 
President  Albert  C.  Meyer  to  work  on 
finding  a  way  into  offshore  drilling.  In 
1966  they  came  up  with  American 
MARC,  a  driller  with  revenues  of  $12 
million.  In  the  bargain  Pike  also  had 
to  lake  MARC's  diesel  engine  and 
land  well-servicing  businesses.  But,  as 
Pike  puts  it,  "I  would  have  taken  any- 
thing to  get  their  offshore  drilling 
operation." 

A  ^liort  time  later  Pike  came  across 


an  opportunity  to  pick  up  a  controlling 
interest  in  Standard  Airways,  a  small 
but  promising  supplemental  air  car- 
rier. Pike  had  some  reservations  about 
getting  even  further  afield.  "I  called  up 
some  of  my  old  Washington  contacts 
in  the  CAB,  and  we  checked  out 
their  management  from  hell  to  break- 
fast," he  says.  He  liked  what  he  saw, 
and  by  early  1967  Pike  Corp.  owned 
54%   of  Standard. 

One  result  of  these  moves,  however, 
was  that  Pike  began  to  attract  atten- 
tion as  a  budding  conglomerate,  just 
when  conglomerates  were  becoming 
the  rage  in  the  stock  market.  Counting 
its  original  oil  supply  business  and  the 
new  acquisitions,  plus  an  engineering 
research  subsidiary,  the  company  was 
now  spread  across  seven  different  busi- 
nesses. Pike's  common  soared  from  10 
in  1966  to  36  by  mid-1967. 

However,  the  new  conglomerate 
promptly  developed  multiple  belly- 
aches. The  diesel  engine  business,  with 
only  one  basic  product  and  the  Federal 
Government  as  its  only  customer,  be- 
came stalled  in  red  ink.  Standard  Air- 
ways appeared  to  be  healthy  on  the 


Not  His  Cup.  "Some  men 
are  able  to  run  dozens  of  dif- 
ferent businesses,"  says  Tom 
Pike  of  Pike  Corp.,  "but  I 
found  I'm  not  one  of  them." 


surface:  Its  revenues  took  off  from  $4 
million,  rose  to  $11  million  in  1967 
and  Pike  expected  them  to  reach  $24 
million  in  1968.  But  the  costs  of  gen- 
erating that  volume  and  providing 
enough  planes  to  accommodate  it 
proved  increasingly  prohibitive.  In 
1967  Standard  ran  about  $1.8  million 
in  the  red.  Pike  thought  that  the  air- 
line? in  view  of  the  ample  depreciation  I 
charges  on  its  planes,  could  obtain  the 
same  kind  of  heavy  bank  financing  he 
'was  accustomed  to  in  the  high-deple- 
tion oil  business.  But  the  bankers  re- 
fused to  extend  enough  credit  to  the 
profitless  young  company.  On  top  of 
that.  Pike's  engineering  research  con- 
cern began  to  run  up  losses  too. 

Meantime,  Pike's  offshore  drilling 
business  was  beginning  to  strike  it  rich. 
Several  of  its  drilling  rigs  were  already 
in  service  off  Alaska,  West  Africa  and 
the  Persian  Gulf.  With  the  long- 
awaited  sale  of  federal  offshore  oil 
leases  near  Santa  Barbara,  Calif,  in 
February,  Pike's  four  remaining  rigs 
were  put  to  work.  The  result  is  that 
Pike's  operating  profits,  which  tum- 
bled from  $1.73  to  $1.15  per  share  in 
1967,  are  recovering  nicely  in  1968, 
according  to  Tom  Pike.  If  enough  oil 
is  discovered  on  the  Santa  Barbara 
leases,  they  should  continue  to  rise 
since  Pike's  rigs  are  especially  suited 
to  the  very  deep  drilling  depths  there. 

Painful,  But  ...  So  last  December 
Tom  Pike,  with  adequate  reason  to  be 
soured  on  the  conglomerate  game,  be- 
gan pruning.  He  was  able  to  unload 
the  diesel  engine  operation  at  cost.  But 
in  liquidating  the  research  outfit  he 
lost  $1.1  million,  and  selling  off  his 
Standard  Airways  stock  cost  another 
$1.3  million.  That  left  Pike  Corp.  with 
offshore  drilling  as  its  main  business, 
with  the  balance  of  sales  coming  from 
oil  field  supplies. 

Still  and  all,  Tom  Pike  is  a  happier 
and  wiser  man  today.  "Sure,  we  now 
lack  diversification  against  hard  times 
in  offshore  drilling,"  he  concedes,  "so 
we'll  probably  make  some  new  ac- 
quisitions soon.  But  having  just  cleaned 
up  one  conglomeratish  situation  we 
are  not  about  to  get  into  another. 
We're  looking  at  companies  that  are 
directly  related  to  our  main  business." 
His  first  move  came  early  this  month, 
when  Pike  acquired  a  small  west-coast 
barge  company. 

Pike  does  not  run  down  the  con- 
glomerate idea.  "After  all,  there  are  a 
hell  of  a  lot  of  very  successful  ones 
around,"  he  says.  "Look  at  Litton, 
FMC  Corp.  and  all  the  rest."  But  Pike 
learned  that  it  is  a  difllicult  and  highly 
specialized  game  to  play.  In  the  mean- 
time, the  stock  market  seems  to  like 
Pike  just  the  way  it  is  now:  At  33, 
down  only  9%  from  its  all-time  high, 
the  stock  sells  for  30  times  earnings.  ■ 
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Introducing  the  two-Falcon  company 


Already  over  80  businesses  have 
noved  into  the  jet  age  with  the  Fan 
et  Falcon*.  And  some  of  them  now 
Ve  two-or-more  Falcon  companies. 

They've  discovered,  for  one  thing, 
:hat  a  Falcon  can  cost  half  what  some 
Digger  business  jets  can  cost.  Or  to 
3ut  it  another  way:  with  two  Falcons 
vorking  for  them,  they  now  have  twice 


as  much  mobility  for  their  key  men. 

And  that's  Falcon's  prime  stock-in- 
trade:  Mobility.  And  the  valuable  time 
that  true  mobility  gives  you.  It's  now 
possible  for  one  of  your  top  men  to  do  a 
toughjob— say  visit  35  plants— in  days, 
instead  of  the  weeks  it  used  to  take. 

Look  'em  all  over,  but  remember: 
Fan  Jet  Falcon  is  the  best  business  jet 


in  its  class.  And  its  class  is  the  best 
for  most  businesses.  Call  or  write 
Business  Jets,  at  Pan  Am®,  Pan  Am 
BIdg.,  N.Y.,  N.Y.  10017. 

FAN 

JET 

FALCON 

THE  BUSINESS  JET  THAT'S  BACKED  BY  AN  AIRLINE 


Making  one  nucleated 

^ass  coffeepot 

IS  tough  enough...     ■ 

how  in  the  world 

do  you  make  a  million 

Nucleated  glass  won't  crack, 
no  matter  how  hot  you  heat  it, 
how  cold  you  cool  it  nor  how  fast 
switch  it  from  one  to  the  other. 

But  the  stuff  is  so  tricky  to  prodt 
that  it  took  space-age  science  mo 
to  develop  a  single  experimental 
missile  nose  cone. 

Could  this  difficult  material  be 
turned  into  a  commercially 
practical  product? 

The  ceramics  experts  at  our 
Swindell-Dressier  division  answer 
that  question  with  the  only  flow- 
through  tunnel  kiln  ever  built  th 
controls  time,  temperature  chant 
internal  pressure  and  circulation 
accurately  enough  to  produce 
nucleated  glass  ware  on  a  contint 
economical  production  basis. 

Swindell-Dressier  is  very  big  in 
ceramics,  which  is  unusual  for  a 
company  that  designs  airports  ai 
seaports,  steel  plants  and  furnact 
water  purification  systems  and 
other  basic  facilities. 

In  fact,  being  unusual  is  about  t: 
only  usual  thing  about  any  of  th 
divisions  of  Pullman  Incorporate- 
Their  broad-ranging  skills  touch 
nearly  every  basic  industry  there 

There's  probably  something  we 
should  be  doing  for  you. 

Pullman  Incorporated 

too  South  Michi4mit  ArmatMrn.  ChicM4o.  IlUaou40tO* 

Engineering /Construction  Divisions 

THE  M   W   KELdXKiG  COMPAffY 
SWtNDELL-DRESSLER  COMPANY 

Transportation  Equipment  Divisions 

PVLLMAN-STANDARD 
TRAILMOBILE 
TRANSfORT  LEASING 


Texas  Eastern:  Happy  Where  It  Is 

Who  says  the  natural  gas  industry  is  mature?  Texas  East- 
ern's boss  doesn't  see  any  compelling  reason  for  diversifying. 


With  money  costing  over  6%  and 
the  allowable  return  on  pipelines  run- 
ning around  6.5%.  almost  any  natural 
gas  executive  these  days  will  gladly 
supply  a  few  thousand  harsh  words 
about  government  regulation  as  prac- 
ticed in  his  industry  by  the  Federal 
Power  Commission.  But  Baxter  D. 
Goodrich.  54.  has  better  things  to  do 
with  his  time.  The  engineer  who  is 
president  of  Houston's  Texas  Eastern 
Transmission  Corp.,  the  U.S.'  third- 
largest  pipeHne  company  (after  Ten- 
neco  and  EI  Paso  Natural  Gas)  and 
the  only  one  serving  both  Atlantic 
and  Pacific  coast  markets,  says,  "I  just 
don't  feel  as  strongly  about  the  regula- 
tion of  natural  gas  as  a  lot  of  others 
do.  A  lot  of  money  has  been  made  in 
the  past  under  it,  and  money  can  still 
be  made." 


Goodrich  is  not  just  talking.  Texas 
Eastern  is  continuing  to  expand  the 
capacity  of  its  pipeline  system — and 
last  year  it  acquired  the  $69-million- 
revenue  Transwestern  Pipeline,  which 
links  the  West  Texas  gas  fields  with 
the  booming  California  market.  Texas 
Eastern  paid  $16  per  share  ($93  mil- 
lion) for  Transwestern  which  at  the 
beginning  of  the  year  had  been  selling 
for  $12.50  per  share.  Goodrich,  how- 
ever, has  no  doubt  he  will  get  his 
money's  worth. 

He  doesn't  claim  he  can  improve 
Transwestern's  performance  by  con- 
solidating operations  or  overhauling 
management.  His  decision,  he  says, 
was  based  strictly  on  the  growth  po- 
tential of  the  California  market.  Says 
he:  "I  guess  we  were  more  optimistic 
about  it  than  anyone  else."  And  not 


OF  MEGAWATTS  AND  BREEDER  REACTORS 


Do.n't  talk  with  awe  about  mega- 
watts or  nuclear  reactors  or  500,- 
000-volt  power  lines  around  Baxter 
Goodrich.  "Those  electrical  indus- 
try people  use  big-sounding  words," 
says  Goodrich.  "What  counts  is  the 
energy  you  can  deliver." 

Goodrich's  favorite  example  is  a 
modest  16-inch  gas  pipeline  (Texas 
Eastern's  main  lines  are  30  inches 
and  have  over  five  times  as  much 
capacity).  "Sixteen  inches  doesn't 
sound  glamorous,"  he  says,  "but  it 
can  carry  as  much  energy  as  a  500,- 
000-volt  power  line."  Goodrich 
quite  naturally  believes  that,  not 
only  in  general  but  in  the  home 
heating  and  cooking  market  in  par- 
ticular, natural  gas  has  electricity 
beat  by  a  country  mile.  "When  you 
measure  both  in  terms  of  BTUs," 
he  says,  "natural  gas  costs  about 
one-seventh  as  much  as  electricity." 

Goodrich  doesn't  dismiss  elec- 
tricity. He  predicts  it  will  get  an  in- 
creasing share  of  the  domestic 
energy  market.  But  right  now,  he 
points  out,  it  provides  only  around 
89c  of  the  end-use  energy  con- 
sumed in  the  U.S.  while  gas  pro- 


vides over  30%.  With  total  energy 
consumption  probably  doubling  by 
1985,  Goodrich  calculates  that  gas 
will  increase  its  percentage  to  about 
37%  while  electricity  will  increase 
to  some  12%.  The  gains  will  come 
at  the  expense  of  coal  and  petro- 
leum, which  now  provide  about 
13%  and  48%,  respectively,  of 
end-use  energy  requirements. 

In  addition,  since  only  a  small  por- 
tion of  natural  gas  sales  go  to  the  elec- 
tric power  industry,  the  growth  in 
nuclear  generation  of  electricity 
shouldn't  cut  into  total  gas  sales 
significantly. 

Goodrich's  predictions,  as  he 
quickly  admits,  rest  on  some  broad 
assumptions.  He  assumes  that  suffi- 
cient supplies  of  all  fuels  will  be 
available  so  that  prices  won't  be 
distorted.  He  excludes  the  effects  of 
technological  change,  such  as  using 
gas  for  air  conditioning  or  nuclear 
fuel  for  other  than  electric  power 
generation.  But  even  among  all 
these  uncertainties,  Goodrich  fails 
to  see  anything  that  dims  his  con- 
fidence in  the  growth  ahead  for  the 
natural  gas  industry. 


3  A 


Goodrich    of  Texas   Eastern 
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The  nation's  need:  an  imperatlvB  tor  Dhange  The  united  states  has  faiien 

far  behind  every  highly  industrial  nation  in  shipbuilding  and  marine  com- 
merce. Today  our  country  ranks  thirteenth  among  shipbuilding  nations.  We 
transport  only  eight  per  cent  of  our  cargo  in  American-flag  ships.  Our  ship- 
building industry  has  seen  little  change  since  World  War  II.  Block  obsoles- 
cence threatens  our  naval  and  merchant  fleets.  Significant  improvement  in  the 
capacity,  methodology  and  economics  of  the  American  shipbuilding  industry 
is  necessary  to  the  security  and  economic  well-being  of  the  United  States. 

Answering  the  neeil:The  Shipyard  of  thoFutoPB  utton  industries  and  the 

State  of  Mississippi  jointly  are  creating  a  completely  new  $130  million  ship- 
manufacturing  facility  at  the  Port  of  Pascagoula  on  the  Gulf  of  Mexico.  Con- 
struction is  underway  with  completion  scheduled  for  mid-1970. 

Designed  by  Litton  to  produce  the  very  large  and  complex  hardware  for 
tomorrow's  water-borne  transportation,  logistics  and  weapons  systems,  this 
facility  differs  radically  from  conventional  shipyards  in  both  physical  layout 
and  operational  concept. 

Owned  by  the  State  of  Mississippi  and  operated  under  lease  by  Litton's 
Ingalls  Shipbuilding  Division,  the  Shipyard  of  the  Future  will  be  the  most 
highly  mechanized,  most  technologically  advanced  ship  production  facility  in 
the  world.  It  is  the  first  new,  major  forward  leap  toward  high  volume,  manu- 
facturing flexibility,  high  efficiency  and  series  production  of  ships  since  World 
War  II. 


Worlfing  together  to  create  the  Shipyard  of  the  fotore,  utton  industries 

and  the  State  of  Mississippi  found  their  approaches  to  problem-solving  and 
opportunity-development  similar.  The  state  government  and  the  private  cor- 
poration, each  acting  in  its  own  self-interest,  coordinated  their  efforts.  Public 
and  private  interests  merged  to  achieve  a  common  goal.  Thus  was  pioneered 
a  new  relationship  through  which  corporate  growth  and  regional  development 
both  are  accelerated. 

Litton's  President,  Roy  L.  Ash,  expressed  it  in  these  words:  ".  .  .  on  this 
great  project,  when  the  forces  of  an  enterprising  company  and  an  enterprising 
state  were  harnessed  together,  a  whole  new  potential  for  accomplishment  and 
fulfillment  was  brought  into  existence." 

"The  leaders  of  Mississippi  understand  the  systems  approach  and  the 
desirabihty  of  innovation.  This  is  why  I  see  a  common  thread  of  leadership 
running  between  Mississippi  and  Litton  Industries,"  says  Ellis  B.  Gardner, 
Senior  Vice  President  heading  Litton's  Marine  Group  and  its  Ingalls  Ship- 
building Division.  "This  is  why  Litton  and  Mississippi  have  begun  to  inno- 
vate together." 

Mississippi's  "Success  Sequence"  —  research,  planning,  then  organized 
action  —  is  the  state's  adaptation  of  the  systems  concept  to  regional  develop- 
ment. The  program  is  spearheaded  by  the  Mississippi  Research  and  Develop- 
ment Center  and  implemented  at  the  state  level  by  the  Mississippi  Agricultural 
and  Industrial  Board,  cooperating  with  multi-county  development  districts, 
community  development  organizations  and  private  developers. 

The  conceptual  validity  and  the  operating  effectiveness  of  Mississippi's 
developmental  innovation  have  been  tested  and  proved  in  the  Shipyard  of  the 
Future  project.  Now  it  has  been  demonstrated  that  the  state  government  can 
and  will  act  in  concert  with  future-oriented  major  corporations  to  create  the 
prototypes  of  future  Industries. 


Mississippi  is  the  Statd  at 


Mississippi's  Invitation:  The  Litton  Mississippi 
experience   has   opened   virtually  unlimited 
possibilities  for  additional  public-private  coop- 
eration in  identifying  and  acting  upon  the  op- 
portunities inherent  in  rapid  change.  Corporate 
management   and  planning  executives  are  in- 
vited to  discuss  with  Mississippi's  innovating 
.    leadership,    in   confidence,    any   lines   of   joint 
**     Activity.  Make  your  initial  contact  with  Brad 
^,      Dye,  Jr.,*  Director,  Mississippi  Agricultural  and 
Industrial  Board.  Address:  State  Office  Build- 
It ';!ing,,  Jackson,  Mississippi  39201.  Telephone 
^CiiVOT/'S 55-93 61,  Extension  261.      '— 


The  International  Silver  Company 

has  acquired  the  capital  stock  of 

American  Components,  Inc. 


The  undersigned  assisted  in  the  negotiations. 

Burnham  and  Company 

Member  New  York,  American,  Midwest  and  Pacific  Coast  Stock  Exchanges 
60  Broad  Street,  350  Park  Avenue,  New  York- 
New  Haven,  San  Francisco,  Dallas,  Brussels,  Paris,  London,  Geneva 


The  International  Silver  Company 

has  acquired  the  capital  stock  of 

Stewart  Stamping  Corporation 


The  undersigned  assisted  in  the  negotiations. 

Burnham  and  Company 

Member  New  York,  American,  Midwest  and  Pacific  Coast  Stock  Exchanges 
60  Broad  Street,  350  Park  Avcntic,  New  York- 
New  Haven,  Saw  Francisco,  Dallas,  Brussels,  Paris,  London,  Gciieva 


without  reason.  Between  1961  and 
1966,  when  Texas  Eastern's  pipeline 
revenues  increased  25%,  Transwest- 
ern's  rose  60%;  and  when  Texas 
Eastern's  net  income  rose  by  55%, 
Transwestern's  more  than  trebled. 

Goodrich  is  not  impressed  by  diver- 
sification moves  that  many  other  pipe- 
liners  have  been  making  in  recent' 
years.  Tcnneco  and  Mississippi  River 
Corp.  led  the  way,  branching  out  into 
farm- equipment  and  railroads,  to  name 
but  two.  El  Paso  has  moved  into 
plastics  and  fibers,  Texas  Gas  into 
'eJectronics,  and  Southern  Natural  into 
offshore  well  drilling  and,  only  a  few 
months  ago,  pulp  and  paper.  Goodrich 
prefers  to  put  his  chips  on  what  he 
calls  "the  limitless  growth  of  the 
energy  industry,"  especially  natural 
gas  (see  box,  p.  47) . 

Out  from  Under.  But  if  Texas  East- 
ern has  not  followed  the  lead  of  the 
diversifiers,  it  has  been  moving  beyond 
its  basic  transmission  business  into 
areas  outside  of  FPC  jurisdiction — 
into  propane  marketing  (Pyrofax 
Gas),  into  petroleum  products  pipe- 
lining (the  Little  Bic  Inch),  and,  most 
important  of  all,  into  oil  and  gas  ex- 
ploration, development  and  refining. 
Together,  these  provided  20%  of  last 
year's  $515-million  revenues,  and  in 
recent  years  have  been  growing  three 
times  as  fast  as  Texas  Eastern  as  a 
whole.  But  Goodrich  denies  that  the 
m;)in  obj::ct  is  to  escape  regulation  or 
to  de-emphasize  natural  gas.  "The  re- 
lationship between  oil  and  gas  is  simply 
so  close  that  we  want  to  take  advan- 
tage of  it." 

To  be  sure,  last  September  Good- 
rich disposed  of  his  domestic  gas  and 
oil  producing  operations  not  connected 
with  his  pipelines  ("a  conglomeration 
of  itty-bitty  properties,"  he  calls  them). 
But  that  was  because  he  wanted  to 
concentrate  in  the  fast-developing 
North  Sea  fields  off  the  British  Coast. 
"We're  more  interested  in  larger  joint 
ventures,"  he  explains. 

But  North  Sea  or  no,  Texas  East- 
ern's emphasis  is  likely  to  remain  on 
gas.  It  is  experimenting  with  processes 
for  liquefying  natural  gas  (for  ease  of 
storage  and  .shipment)  and  for  deriv- 
ing a  natural  gas  substitute  from  coal. 
Goodrich  isn't  certain  when  coal  gasi- 
fication or  liquefied  natural  gas  will 
become  important.  "But,"  he  says, 
"there  is  going  to  be  an  increasing 
need  for  energy.  As  long  as  a  com- 
pany is  tuned  in,  it  will  grow  with  this 
need.  We  hope  we  are  tuned  in."  At 
this  point,  Texas  Eastern  is  not  only 
tuned  in,  but  highly  profitable.  Ac- 
cording to  Forbes  20th  Annual  Re- 
port on  American  Industry  {Jan.  1) 
Texas  Eastern  enjoyed  a  five-year  re- 
turn on  equity  of  13%,  well  above  the 
industry  median.  ■ 


Nashville:  A  Story  of  Progress 

"Somewhere,  somehow,  the  people  who  live  in  the  suburbs 
will  have  to  learn,  maybe  in  a  fatal  way,  that  their  whole 
existence  depends  more  on  the  central  city  than  on 
that  nice  house  they  live  in.  I  hope  they  learn  it  quick 
enough  so  that  nice  house  won't  have  to  be  destroyed." 


Mayor  C.  Beverly  Briley  of  M'^tro- 
politan  Nashville  can  afford  to  utter 
this  dark  warning  because  five  years 
ago  his  city  did  something  about  its 
problems:  It  merged  with  the  outlying 
suburbs  to  form  a  535-square-mile 
"Metro"  government  with  nearly  half 
a  million  people.  It  did  so  because 
Nashville,  like  many  another  U.S.  city, 
was  beginning  to  rot  downtown.  This 
deeply  concerned  the  city's  banks,  alert 
to  Nashville's  role  as  a  regional  finan- 
cial, wholesale  and  retail  center  draw- 
ing its  customers  from  middle  Ten- 
nessee, southern  Kentucky,  northern 
Alabama  and  northeastern  Mississippi. 

Banks'  Stake.  Actually,  for  the 
banks,  Nashville's  decay  would  have 
meant  their  own.  Explains  T.  Scott 
Fillebrown  Jr.,  executive  vice  president 
of  the  First  American  National  Bank: 
*in  Tennessee,  banks  are  limited  to 
the  county  in  which  their  headquarters 
are  located.  We  can  set  up  branches  in 
this  county,  but  we  can't  move  into 
any  other  county  in  the  state.  If  a 
company  moves  from  Nashville  to  an 
adjoining  county,  we  can't  follow  it. 
This  means  that  our  downtown  head- 
quarters in  Nashville  depends  heavily 
on  the  health  of  the  downtown  area. 
That's  why  we  were  so  keenly  inter- 
ested in  Metro." 

Fillebrown,  who  has  become  chair- 
man of  Nashville's  Housing  Authority, 
which  is  responsible  for  all  public 
housing  and  urban  renewal  projects, 
says:  "Eight  years  ago  Nashville  had 
serious  problems.  Land  values  and 
rentals  were  dropping  downtown. 
There  were  few  new  buildings.  For- 
tunately we  caught  Nashville's  down- 
town rot  in  time.  Property  values  are 
going  back  up  now.  Just  look  around 
\see  pictures].  You  can  see  new  build- 
ings going  up  all  over  the  place." 
Nashville  recently  completed  its  "Capi- 
tol Hill"  project  including  a  new 
domed  auditorium.  Now  Fillebrown's 
agency  is  in  Phase  I  of  a  SlOO-mil- 
lion  downtown  renewal  that  will  start 
by  rebuilding  14  city  blocks.  Banks 
like  Commerce  Union  and  Fille- 
brown's First  American  National  are 
contemplating  whole  blocks  as  invest- 
ment projects. 

The  city's  other  financial  institutions 
are  as  deeply  involved.  Even  before  the 
downtown  renewal  officially  started. 
Life  &  Casualty  Insurance  Co.  built  a 


building  to  house  Nashville's  Third 
National  Bank,  and  National  Life  & 
Accident  Insurance  Co.,  the  South's 
biggest  insurance  company  ($1.5  bil- 
lion in  assets),  started  its  31 -story, 
Sl5-million  office  building  up  near 
the  capitol.  A  few  years  ago,  to  es- 
cape downtown  blight  and  a  dual 
(city  and  county)  tax  system.  Nation- 
al Life  &  Accident  actually  bought  400 
acres  in  an  adjoining  county  and  was 
set  to  join  the  exodus  to  suburbia. 
When  Metro  government  took  over, 
however,  the  company  decided  to  wait 
and  see.  By  1965,  it  saw  it  could  get  a 
better  tax  break  with  Metro  and  that 
downtown  had  a  chance. 

"Metro  really  saved  us,"  Fillebrown 
says,  'if  the  splintering  pattern  into 
suburban  shopping  centers  had  con- 
tinued, it  would  have  killed  off  Nash- 
ville as  a  regional  center." 

The  path  to  Metro  was  not  a  smooth 
one.  Metro  lost  the  first  countywide 
charter  vote  in  1958.  Opposed  to  it 
was  a  strange  mix  of  opposition:  cen- 
ter-city Democratic  jobholders  who 
feared  the  "county  crowd";  Negro 
militants  who  figured  it  would  dilute 
their  voting  power  downtown;  subur- 
ban businessmen  who  feared  higher 
taxes;  and  hard-core  conservatives  who 
see  any  governmental  centralization  as 
part  of  a  Moscow  plot.  Metro  finally 
passed  (by  a  comfortable  majority)  in 
1962  largely  because  of  the  all-out  sup- 
port of  the  banks,  downtown  stores  and 
insurance  companies  as  personified  by 
men  like  Fillebrown.  (Fillebrown 
made  over  50  speeches  for  it.)  Nash- 
ville's two  newspapers  were  split,  the 
Tennessean  for,  the  Banner  against. 

Spread  of  Benefits.  One  of  Metro's 
main  advantages,  says  Farris  A.  Deep, 
executive  director  of  Nashville's  Met- 
ropolitan Planning  Commission,  is  that 
"suburbanites  had  to  pay  taxes  for 
downtown  problems.  When  they  had 
to  pay,  they  suddenly  became  inter- 
ested in  solving  those  problems."  Adds 
Dr.  Daniel  R.  Grant,  political  science 
professor  at  Vanderbilt  and  one  of 
Metro's  designers:  "So  often  we  have 
a  government  structure  that  permits 
those  out  in  lily-white  suburbs  to  say, 
'We  out  in  Azalea  Heights  can  solve 
our  (nonexistent)  welfare  problems, 
•  why  don't  you  people  downtown  in 
Gutter  City  solve  your  welfare  prob- 
lems?' In  Nashville,  we  have  brought 


This  Is  The  City:  Drab, 
squalid,  decaying.  This  is 
Deadrick  Street  in  downtown 
Nashville,  a  street  of  pawn- 
shops, cheap  souvenir  shops, 
pinball  palaces.  Below  shows 
what  will  happen  to  Dead- 
rick and  surrounding  streets 
when  Phase  I  of  the  Nash- 
ville     plan      is      completed. 
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It  Will  Take  Money.  Phase  i 

alone  is  expected  to  cost 
about  $125  million.  But  the 
banks  and  insurance  compa- 
nies believe  that  rebuilding 
Nashville  is  worth  the  price, 
and  they  already  have  started 
doing  so.  In  fact,  the  Life  & 
Casualty  Tower  is  completed. 


together  the  human  resources  of  both 
groups,  compelling  them  to  come  face 
to  face  to  look  at  the  problems  of  the 
core  city." 

James  R.  Tuck,  assistant  vice  presi- 
dent and  counsel  in  National  Life's- 
legal  department,  even  ran  for  the  new 
City  Council.  "I  was  nervous,"  Tuck 
says,  "but  I  thought  I  had  to  do  some- 
thing. For  the  first  time  in  my  life  I 
went  out  ringing  doorbells  asking  for 
votes.  Somehow  I  won."  Now  Tuck 
spends  much  of  his  time  on  his  $300- 
a-month  City  Council  job.  "You  have 
to  have  a  company  that  understands 
the  importance  of  local  government," 
Tuck  says.  "I  can  leave  my  office  any 
time  to  attend  a  committee  meeting 
and  nothing  is  said." 

The  new  Metro  system  has  enabled 
the  city's  administration  to  be  stream- 
lined much  the  way  the  merger  of  two 
railroads  can  cut  out  overlapping  jobs 
and  duplication  of  service.  "A  city  is  a 
municipal  corporation,"  Tuck  says, 
"and  this  city  sells  $100  million  a  year 
in  services.  The  merger  of  the  county 
and  the  suburbs  with  downtown  Nash- 
ville made  it  possible  to  give  more 
services  for  a  better  price." 

One  of  the  major  changes  effected 
was  in  taxes.  Prior  to  merger,  subur- 
banites paid  only  county  property 
taxes  at  a  rate  (in  1960)  of  $2.78  per 
$100  of  assessed  value — with  assess- 
ments at  about  40%  of  market  value. 
The  relatively  poorer  downtown  dwell- 
ers had  to  pay  both  county  and  Nash- 
ville City  taxes,  for  a  1960  total  of 
$5.33  per  $100. 

Metro  Nashville  now  has  two  tax 
districts.  The  general  district  covers 
everybody;  its  tax  money  goes  into 
area-wide  services  such  as  the  unified 
school  system,  the  airport  and  roads. 
To  help  pay  for  these,  suburban  taxes 
were  raised  72  cents  to  $3.50  per  $100, 
meaning  that  a  house  with  an  assessed 
value  of  $20,000  and  a  market  value 
of  perhaps  $50,000  now  pays  $700  in 
taxes  instead  of  $560.  Second,  Nash- 
ville has  a  special  urban  district 
for  the  downtown  area  which  charges 
an  extra  $1.80  for  extra  services  such 
as  police  and  fire  departments'  extra 
downtown  details.  This  means  that  the 
downtowners'  tax  rate  has  gone  down 
3  cents  since  1960  from  $5.33  to 
$5.30,  with  no  change  in  assessments. 
As  more  services  are  extended  to  the 
suburbs,  the  $3.50  general  tax  will 
eventually  rise  to  approximate  the  total 
$5.30  urban  area  tax. 

By  establishing  one  school  system, 
Nashville  has  cut  out  its  double  stan- 
dard for  schools  (poorer  schools  down- 
town, wealthier  schools  in  the  sub- 
urbs). The  system  now  assigns  its  top 
teachers,  white  or  Negro,  to  the  tough- 
est downtown  slum  schools  where  the 
major  effort  is  needed.  For  the  first 


time  in  its  history,  there  are  a  number 
of  Negro  teachers  out  in  suburbia. 

One  interesting  move  to  come  out  of 
the  Metro  merger  was  the  chance  to 
extend  the  city's  sewer  system.  Prior  to 
Metro,  suburban  developers  just 
plopped  new  houses  down  wherever 
land  would  pass  a  septic-tank  percola-- 
tion  test.  There  were  no  sewers.  Now 
the  downtown  sewer  system  is  being 
pushed  throughout  the  suburbs,  and 
land  is  being  developed  according  to 
an  area-wide  plan. 

' .  The  extension  of  the  sewer  system 
gave  the  Metro  government  a  chance 
to  experiment  with  collecting  "use 
charge"  taxes  for  sewer  and  water  use 
from  the  array  of  government  offices, 
religious  organizations  and  especially 
universities  that  account  for  the  fact 
that  35%  of  local  land  is  tax  free. 
Nashville  has  13  major  colleges  and 
universities  including  Vanderbilt, 
George  Peabody  College  for  Teachers, 
a  branch  of  the  University  of  Tennes- 
see, Meharry  Medical  College,  Fisk 
and  Tennessee  Agricultural  &  Indus- 
trial (the  last  three  predominantly  Ne- 
gro). Vanderbilt  has  a  $100-million 
program  to  build  a  regional  hospital- 
teaching  center.  Meharry  is  joining 
forces  with  Vanderbilt  on  another, 
$2-million  cancer  and  heart  disease  re- 
search project. 

New  Perfume.  This  new  blend  of 
unified  government  and  suburban  mon- 
ey and  brains  flowing  back  into  Nash- 
ville leads  William  C.  Weaver  Jr.,  ex- 
ecutive vice  president  of  National  Life, 
to  say,  "This  city  has  caught  fire.  The 
scent  of  magnolia  blossoms  has  been 
replaced  by  a  more  subtle,  satisfying 
smell — that  of  money."  And  there  is 
no  doubt  that  his  company,  as  well  as 
most  of  Nashville's  other  major  finan- 
cial companies,  now  accounting  for 
some  $4  billion  in  assets,  stand  to  gain 
from  today's  sharply  rising  land  values. 

But  there  is  more  to  it  than  money, 
more  even  than  the  arrival  of  new  fac- 
tories and  the  proliferation  of  the  city's 
air,  highway  and  water  transportation 
network.  Nashville  was  not  really  hit 
by  rioting  during  last  month's  upheav- 
al following  Martin  Luther  King  Jr.'s 
death.  But  Nashville  businessmen  re- 
acted in  a  way  that  no  one  would  have 
thought  possible  five  years  ago.  A 
group  of  them  invited  civil  rights  lead- 
er Whitney  Young,  executive  director 
of  the  National  Urban  League,  to 
come  to  Nashville  to  help  set  up  a 
local  chapter.  Even  before  Martin  Lu- 
ther King  Jr.'s  death,  Nashville  busi- 
nessmen formed  a  limited-profit  com- 
pany to  build  3,500  new  homes  in  an 
experimental  interracial  "Trinity  Hill" 
development.  Nashville  banks  are  put- 
ting up  $3  million  in  construction  loans, 
and  Life  &  Casualty  and  National 
(Continued  on  page  57) 
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(Continued  from   page  52) 
Life    and   other   insurance   firms   will 
provide     long-term  mortgage  money. 
The   city   will   pay   for   sewer,   water, 
road  and  other  installations. 

The  most  interesting  feature  of  Trin- 
ity Hill  is  the  fact  that  city  planners  are 
entwining  SI  0.000  homes  in  and 
around  much  more  expensive  homes 
and  apartments  in  an  interracial  and 
intereconomic  mix.  Says  Chief  Planner 
Farris  Deep:  "There's  no  point  build- 
ing public  housing  on  a  mass  scale  for 
these  people.  You  just  transfer  them 
from  a  wooden  ghetto  into  a  concrete 
ghetto.  By  mixing  them  in  with  higher- 
income  people  they  have  a  better 
chance  at  a  local  walking-distance  job 


and  a  better  environment  in  which  to 
start  climbing  the  ladder.  .  .  ."  These 
new  homes  will  be  brick,  will  actually 
be  worth  up  to  516,000  (city  subsidy 
and  limited  profit  goes  into  the  dis- 
count price)  and  can  be  purchased 
with  a  token  down  payment  by  people 
earning  from  $3,500  to  $4,500  a  year. 
Payments  will  only  run  from  $67  to 
$80  a  month,  often  less  than  slum 
dwellers  find  themselves  paying  for 
tenement  rents. 

Can  It  Spread?  Businessmen  and 
city  officials  are  convinced  that  Metro 
government  has  turned  Nashville 
around.  But  will  Metro  work  in  other 
cities?  Says  Vanderbilt  Professor 
Grant,   "For  cities   Nashville's  size  it 


can  work.  Their  suburbs  are  not  so 
powerful.  Jacksonville,  Fla.  is  starting 
Metro  government  this  year,  Charles- 
ton is  voting  on  it.  Atlanta,  Indianap- 
olis, Topeka,  Tampa,  Tacoma,  Char- 
lotte and  Seattle  are  studying  us 
closely  and  might  well  go  Metro." 

And  what  about  bigger  cities  like 
New  York,  Chicago,  Detroit?  Grant 
is  not  so  hopeful  for  them:  "Mutual 
distrust  of  the  suburbs  and  core  cities 
for  each  other  is  hard  to  break.  Maybe 
the  big  cities  will  have  to  face  more 
civil  disturbances  before  fear  can  mo- 
tivate a  reorganization,  or  maybe  the 
Federal  Government  will  have  to  take 
over."  {For  comments  of  the  mayor  of 
the  biggest  city,  see  below.) 


SUPERMETROS? 

Nashville  is  one  thing,  but  could 
the  big  cities — New  York,  Chi- 
cago, Los  Angeles — form  super- 
metros?  FORBES  Senior  Editor 
Harold  Lavine  asked  New  York's 
ambitious  young  (46)  Republi- 
can mayor,  John  Vliet  Lindsay. 

Every  major  city's  financial  prob- 
lems have  been  aggravated  by  the 
flight  of  the  middle  class  to  suburbia, 
leaving  behind  a  growing  sea  of  peo- 
ple, many  of  them  Negroes  from  the 
South  and  Puerto  Ricans,  who  need 
services  but  can't  foot  the  bill  for 
them.  Nashville  has  countered  this 
by  annexing  its  suburbs.  Would  that 
be  a  solution  for  New  York? 

Lindsay:  No.  Our  suburbs  are  in  Con- 
necticut and  New  Jersey  as  well  as 
New  York  State.  And  the  suburbs  in 
New  York  State  have  too  much  politi- 
cal muscle  to  annex.  (Laughing.)  Of 
course,  we  could  annex  them  by  armed 
force.  The  New  York  Police  Depart- 
ment has  28,000  men.  They  could 
easily  take  over  Fairfield  County  [a 
Connecticut  haven  for  well-to-do  men 
who  work  in  New  York  CityJ. 

Aside  from  the  flight  of  the  middle 
class,  why  have  the  cities  gotten  into 
such  financial  trouble? 

Lindsay:  The  cost  of  running  our 
cities  is  rising  at  the  rate  of  8%  to 
11  %  a  year,  but  revenues  are  rising 
at  the  rate  of  3%  to  4%.  The  cities 
just  don't  have  a  flexible  tax  system. 
Most  revenues  come  from  real-estate 
taxes,  and  they're  difficult  to  raise.  In 
New  York,  we  can't  raise  any  taxes, 
except  for  a  few  piddling  ones,  without 
the  approval  of  the  legislature.  Com- 
muters come  to  New  York  and  use 
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our  services  and  we  now  levy  an  in- 
come tax  on  them.  However,  in  some 
cases  it's  only  a  fourth  of  what  resi- 
dents of  the  city  pay.  The  ratio  should 
be  1  to  2,  not  I  to  4,  but  the  legisla- 
ture won't  let  us  raise  it. 

Do  you  believe  the  cities  should  get 
more  help  from  Washington? 


Where  The   Heartbeat  Is.     / 

wouldn't  even  consider  living  in 
a  suburb,"  says  Lindsay.  "The 
city  is  where  the  heartbeat  is. 
The  city  is  where  the  crossfire  of 
like  and  unlike  minds  produces 
the  great  ideas  and  new  con- 
cepts. .  .  .  The  city's  a  great  place 
to  walk,  to  take  the  kids  around 
just  to  took  at  things  and  feel 
alive.  In  religion,  the  dynamism 
of  our  intellectual  leadership  is 
difficult  to  duplicate  elsewhere. 
In  entertainment,  we  can  equal 
the  theater  and  opera  and  con- 
certs of  any  European  capital." 


Lindsay:  Washington  should  even- 
tually assume  the  entire  burden  of 
welfare.  This  is  a  terrible  burden,  es- 
pecially for  New  York.  We  already 
get  help  from  the  Federal  Government 
and  from  the  state,  but  the  Federal 
Government  should  take  over  the 
whole  problem  because  it's  really  a 
national  problem.  We  didn't  create  it. 

A  great  many  of  the  people  on  wel- 
fare in  New  York  are  from  the  South. 
Now,  there  are  some  people  who  say 
they  came  to  New  York  just  to  get  on 
welfare,  but  that  isn't  true.  I  was  vice 
chairman  of  the  President's  Commis- 
sion on  Civil  Disorders  and  we  in- 
vestigated this  charge  intensively.  It's 
a  myth.  However,  this  much  is  true: 
If  people  are  starving  in,  say,  Missis- 
sippi, and  they  can't  get  any  help, 
they're  going  to  go  elsewhere.  They 
don't  come  North  to  get  on  welfare 
but  for  a  better  life.  They  get  on  wel- 
fare only  if  they  can't  get  jobs. 

People  say  they  come  to  New  York 
because  New  York  has  the  highest 
welfare  allowances.  That's  a  myth,  too. 
The  President's  Commission  studied 
the  migration  and  they're  spreading 
out  everywhere.  They  haven't  moved 
into  Pittsburgh  because  of  the  way  our 
transportation  system  is  set  up,  but 
they're  going  everywhere  else — even 
to  California  and  into  suburbia. 

Under  the  present  system,  the  ma- 
chinery for  administering  welfare  is 
very  complex  and  cumbersome. 
Wouldn't  a  federal  system  become  an 
administrative  nightmare? 

Lindsay:  The  Federal  Government 
couldn't  possibly  take  over  all  welfare 
immediately,  but  it  could  readily  take 
over  certain  types — for  the  aged,  the 
crippled,  the  blind.  These  types  of 
welfare  provide  almost  no  adminis- 
trative problems  because  they're  static. 
You  don't  have  to  constantly  make 
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decisions.  If  a  man  is  too  old  to  work, 
he's  not  going  to  get  any  younger. 
These  types  of  welfare  could  be  ad- 
ministered as  easily  as  Social  Security. 

t        nhat  about  welfare  for  the  unem- 
ployed and  the  unemployable? 

Lindsay:  The  present  system  should 
be  changed.  Were  experimenting  with 
a  new  system  in  New  York.  It  works 
like  an  income  tax  in  reverse.  If  a 
family  income  falls  below  a  certain 
niioimum.  the  city  makes  up  the  dif- 
ference. This  system  is  just  as  easy  to 
administer  as  the  income  tax.  We 
make  spot  checks,  just  the  way  the 
Federal  Government  does  with  in- 
come-tax returns.  We're  finding  that 
it  works  and  cuts  down  on  the  ad- 
ministrative machinery  and  the  red 
tape.  The  Federal  Government  would 
have  no  trouble  administering  it. 

A  Federal  system  also  should  at- 
tempt to  equalize  welfare  payments. 
Then  you  wouldnt  have  a  migration 
of  the  proponions  you  have  now. 


a  e  now  have  a  variety  of  federal 
programs  to  aid  the  city  and  you  ad- 
vocate still  another.  If  this  continues, 
won't  we  eventually  find  the  Federal 
Government  running  the  cities? 

Lindsay:  While  I  believe  the  Federal 
Government  should  take  over  the  wel- 
fare program  lock,  stock  and  barrel, 
local  governments  will  have  to  ad- 
minister these  other  programs  you"re 
talking  about  because  they  must  be  ad- 
ministered on  a  block  level.  That's 
how  we're  attempting  to  run  the  pov- 
erty program — on  a  block  level.  It's 
the  only  way.  Actually,  were  attempt- 
ing to  decentralize  a  great  many  pro- 
grams, get  down  more  and  more  to  a 
block  level.  One  of  the  basic  problems 
of  the  poor  is  a  feeling  of  powerless- 
ness.  TTiey  must  be  brought  directly 
into  helping   to  run   these  programs. 

At  the  same  time,  since  the  prob- 
lems of  the  cities  are  so  entangled  with 
the  problems  of  the  suburbs,  won't 
you  have  to  work  more  and  more  on  a 
regional  level? 

Lindsay:  Yes.  and  that's  one  good 
decision  HUD  [the  Department  of 
Housing  &  Urban  Development] 
made:  It  requires  that  some  of  the 
programs  be  carried  out  on  a  regional 
level.  HUD  did  one  bad  thing,  though: 
It  in  effect  reversed  the  Supreme 
Court's  one-man,  one-vote  rule.  On 
these  regional  committees,  every  local 
government,  no  matter  how  large  or 
how  small,  generally  has  only  one 
vote.  On  one  committee,  we  have  one 
vote  in  15.  Local  governments  should 
vote  in  proportion  to  population.    ■ 
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fiL^    I     ^^GG    It  Are  the  suburbs  as  we  know  them  on  the  way  out? 


Interview  with  Economist  James  Oleary 

The  traditional  American  suburb  is  in  for  radical  change.  So  says  Dr. 
James  O'Leary.  chairman  of  highly  respected  Lionel  D.  Edie  &  Co., 
and  prominent  economist  and  observer  of  socio-economic  trends. 
FORBES  asked  Dr.  O'Leary  v.-hether  the  mass  building  of  detached 
homes  in  middle  class  suburbs  would  resume  when  money  again  be- 
comes easier.  His  answers,  if  correct,  portend  some  major  changes  in 
the  American  way  of  life. 


Dr.  O'Leary,  it  seems  to  us  that  over 
the  last  few  years  Big  Business  and  Big 
Government  have  preempted  most  of 
our  capital,  leaving  less  and  less  for 
the  home  buyer.  Why  does  housing 
suffer  from  general  prosperity? 

O'Leary:  VVelL  business  is  willing  to 
pay  higher  interest  rates  than  a  home 
builder  can  pay.  Naturally,  the  lender 
will  go  to  the  highest  interest  rate.  In 
addition,  there  are  restrictions  on  the 
interest  you  can  charge  for  a  mortgage. 
If  the  mortgage  is  government  guaran- 
teed, the  interest  rate  has  a  legal  ceil- 
ing. So  the  lender  will  buy  such  a 
mortgage  only  at  a  deep  discount.  The 
recent  raising  of  the  ceiling  doesn't 
change  the  basic  situation. 

U  hat's  wrong  with  discounts? 

OLeary:  The  institutions  don't  like 
to  buy  these  mortgages  at  discounts 
because  there  is  a  bad  public-relations 
aspect  to  it.  The  discount  has  to  come 
out  of  somebody's  hide.  If  the  bor- 
rower pays,  he  has  to  pay  in  "points" 
when  he  gets  his  mortgage.  If  the 
builder  pays,  he  passes  the  cost  along 
through  inferior  construction.  This 
curbs  the  flow  of  funds  into  govern- 
ment-guaranteed mortgages.  As  for 
conventional  mortgages,  most  states 
have  usury  laws,  which  have  the  same 
effect.  People  are  talking  about  alter- 
ing the  usury  laws,  but  politically  it's 
impossible  to  do  it. 

Now  the  Government  has  just 
come  out  with  Sexy  Sixes,  and  that's 
what  hits  housing. 

You  also  have  to  look  at  the  decline 
of  the  savings  &  loan  industry,  which 
was  the  biggest  home  mortgage  lender. 
Savings  &  loan  companies  have 
stopped  growing  fast. 

But  that's  just  because  people  aren't 
putting  money  in  them  because  of  high 
interest  rates  elsewhere.  Isn't  that  only 
temporary? 

O'Leary:  No,  it's  not.  You  have  to 
look   at   what   made   the  S&Ls   grow. 


They  had  certain  statutory  advan- 
tages. First,  they  were  free  of  close 
regulation  by  the  Home  Loan  Bank 
system.  In  the  heyday  of  the  S&Ls,  in- 
surance companies  could  lend  only 
two-thirds  of  the  value  of  a  house, 
whereas  the  S&Ls  could  lend  80%. 
No  one  paid  much  attention  to  them, 
so  they  could  fudge  the  valuation  and 
lend  you  up  to  90%  of  the  real  value 
of  the  house.  This  gave  them  a  good 
image  in  the  community. 

A  man  went  to  the  bank  and  it  was 
niggardly,  so  he  went  down  to  the  local 
S&L  where  they  weren't  glassy-eyed 
bankers.  The  S&Ls  charged  high  in- 
terest rates,  but  people  think  only 
about  their  monthly  carrying  charges, 
so  they  didn't  balk. 

This  enabled  the  S&Ls  to  pay  higher 
rates  on  their  shares,  and  this  also  was 
good  public  relations.  This,  plus  great 
housing  demand,  plus  more  savvy 
than  the  banks  and  other  institutions 
have  caused  them  to  grow.  Now,  of 
course,  they  are  in  trouble.  Other  insti- 
tutions can  also  make  liberal  loans  and 
pay  high  rates  to  savers. 

Well,  presumably  interest  rates  will 
fall,  and  the  situation  will  return  to 
normal. 

O'Leary:  But  interest  rates  are  going 
to  stay  high  for  quite  a  few  years. 
There  are  three  reasons  for  this.  First, 
the  economy  will  be  growing  strongly, 
with  real  growth  at  4%  or  4.5%. 
There  won't  be  much  more  than  4% 
unemployment.  So  there  will  be  heavy 
demand  for  capital. 

Second,  we  will  have  a  chronic  rise 
in  prices  of  about  3%  a  year.  This,  of 
course,  has  an  important  impact  on 
interest  rates.  It  lifts  the  cost  of  capital 
goods,  including  houses,  factories  and 
roads.  It  simply  costs  more  to  build 
them.  On  top  of  that,  investors  become 
equity-minded.  So  they  demand  an  in- 
flation premium  in  the  interest  rate. 
They  say,  you'll  have  to  pay  us  a 
7'/2  %  or  an  8%  return. 

Third,  with  tight  money,  you're  like- 
ly   to    have    a    continuing    policy    of 


monetary  restraint  by  the  Federal  Re- 
serve. There  will  be  a  large  deficit  in 
the  balance  of  payments,  with  infla- 
tion pulling  in  imports.  So  monetary 
authority  will  be  leaning  against  this. 

Well,  people  have  to  have  a  place 
to  live,  high  interest  rates  or  not.  And 
the  payment  can  be  stretched  out  over 
a  long  period,  which  brings  the  carry- 
ing charges  down — high  interest  or  no. 

O'Leary:  They  can't  be  stretched  out 
any  further.  Right  after  World  War  II, 
a  lender  gave  80%  of  the  value  of  the 
house  to  be  paid  over  20  years.  Then 
the  loan-to-value  ratio  crept  up  to 
100%,  and  the  amortization  period 
went  from  llVi  years  to  25  years,  to 
30  years.  Some  Federal  Housing  Ad- 
ministration loans  go  out  40  years.  But 
it's  inconceivable  that  they  will  go  out 
any  further.  It's  highly  uneconomic  the 
way  it  is,  where  a  man  ends  up  paying 
double  or  triple  the  buying  price  of  his 
$20,000  house.  We've  run  out  of  ways 
to  bring  charges  down. 

And  home  prices  are  going  up. 

O'Leary:  Yes,  everything  is  going 
against  you,  and  the  most  serious  is 
land  costs,  which  have  gone  up  much 
more  than  the  costs  of  construction. 
(Continued  on  page  62) 
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1967... 

a  record  year  for 

Sundstrand 

Record  high  sales  and  earnings  were 
achieved  by  Sundstrand  in  1967.  Sales 
reached  $215.1  million,  compared  to  the 
previous  record  of  $116.9  million  in  1966. 
Net  earnings  rose  to  $11.2  million  from  $6.1 
million.  Earnings  per  common  share  in- 
creased to  $2.56,  up  from  $1.76  in  1966. 

These  results  reflect  the  Company's 
planned  program  of  balanced  growth. 
Approximately  half  of  sales  growth  was 
achieved  through  increased  acceptance  of 
Sundstrand's  product  lines  and  new  prod- 
ucts internally  developed.  The  other  half 
was  accomplished  through  selective  ac- 
quisition of  five  companies. 

Details  are  covered  in  the  1967  Annual 
Report.  Write  for  your  copy:  2531  Eleventh 
Street,  Rockford,  Illinois  61101. 


1968... 

sales  and  earnings 

continue  to  rise 


For  period  ending  March  31 

1968  1967  Restated  (a) 

Sales $53,857,781  $47,625,596 

Earnings  before  taxes 5,049,356  4,878,464 

Netearnings :..         2,901.356  2,664,863 

Earnings  per  share 

of  common  stock 640  610 

(a)  To  include  all  pooling  of  interest  acquisitions. 


First  quarter  results  for  1968  show  a  continuing  increase  in  sales  and 
earnings  despite  a  five  week  strike  of  approximately  40%  of  the 
Company's  production  and  maintenance  employees. 

Sundstrand  continued  to  increase  deliveries  of  the  new  axial  gear 
differential  (AGD)  constant  speed  drive — which  has  found  wide 
application  on  commercial  and  military  aircraft  because  of  its  excep- 
tional reliability.  The  Company  is  also  making  major  progress  in 
development  of  actuation  systems  for  the  new  generation  of  aircraft. 

The  Lockheed  C5A  Galaxy  that  rolled  out  in  March  is  equipped 
with  Sundstrand  products.  AGD  constant  speed  drives,  installed  on 
each  of  the  four  aircraft  engines,  are  a  part  of  the  aircraft  AC  electri- 
cal system.  Other  products  supplied  for  this  aircraft  are  the  go- 
around  attitude  subsystem  and  the  windshield  temperature  control 
system. 

Substantial  gains  in  productivity  were  recorded  by  the  Hydro- 
Transmission  operations  in  La  Salle,  Illinois.  Shipments  of  hydrostatic 
transmissions  increased  for  a  broad  range  of  applications  including 
farm,  garden,  and  construction  vehicles. 

A  major  breakthrough  in  machining  systems  was  announced  during 
the  quarter  .  .  .  the  new  Omnicontrol  system  for  direct  computer 
control  of  numerically  controlled  machine  tools.  This  development 
represents  an  advancement  in  N/C  machining  systems  technology 
and  will  strengthen  the  Company's  competitive  position  in  this  field. 

A  definitive  agreement  was  reached,  subject  to  favorable  tax  ruling, 
to  acquire  Kistler  Instrument  Corporation,  Clarence,  New  York.  The 
company  manufactures  instrumentation  for  laboratory  use  and  for 
the  aerospace  and  defense  industries.  Kistler  sales  in  1967  were 
approximately  $3,300,000. 

To  help  achieve  growth  goals,  a  number  of  organizational  changes 
were  made  during  April.  Among  these  were  election  of  Bruce  F.  Olson, 
former  President,  to  Chairman  of  the  Board  and  Chief  Executive 
Officer.  Louis  H.  Schuette,  formerly  Senior  Executive  Vice  President, 
became  Vice  Chairman  of  the  Board.  James  W.  Ethington  was 
named  President;  he  had  formerly  been  Financial  Vice  President 
and  Secretary. 

Based,  on  current  position  in  our  planned  program  of  balanced 
growth,  sales  for  1968  are  projected  at  approximately  $250  million, 
and  profits  should  show  substantial  improvement  over  1967. 


Chairman  of  the  Board  and 
Chief  Executive  Officer 


President 


Sundstrand  Corporation,  Rockford,  Illinois 


60 


FORBES,  I^AY  15,  1968 


Watch  for  continuing 
reports  on  Sundst rand's 
program  of 

balanced  growth, 

SUNDSTRAND  ^'^^^^ 

ROCKFORD,   ILLINOIS 
ORIGINAL  EQUIPMENT  SYSTEMS  AND  COMPONENTS  AND  MACHINING  SYSTEMS 
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(Continued  from  page  59) 
That  means  you  now  have  four  factors 
making  it  difficuh  to  purchase  a  house: 
You  have  rising  land  costs;  you  have 
rising  construction  costs;  you  have 
high  interest  rates;  and  you  have  the 
fact  that  amortization  has  already  been 
extended. 

Of  course,  all  this  adds  to  the  pres- 
sure for  higher  wages  throughout  in- 
dustry. The  guy  working  in  a  factory 
wants  to  buy  a  home.  The  institution 
tells  him  that  he  can  afford  to  pay 
20%  of  his  income  for  the  carrying 
costs.  But  for  $80  a  month,  you  can 
only  carry  a  $9,000  house,  and  that's 
not  much  of  a  house  these  days.  The 
man  has  a  higher  aspiration,  and  he 
wants  to  get  his  income  up. 

Bui  isn't  that  a  losing  game?  Be- 
cause everybody  else's  income  goes  up 
loo?  The  $12,000  house  he  can  now 
buy  was  the  same  one  that  was  going 
for  $9,000. 

O'Leary:  Yes,  it's  a  losing  game,  and 
this  is  one  of  the  frustrations  of  infla- 
tion. Rising  land  costs  are  a  result  of 
the  general  inflation  even  more  than 
of  the  growing  scarcity  of  land. 

Well,  homebuilding  as  we  know  it 
really  is  a  very  inefficient  industry. 
Couldn't  we  get  more  for  our  money 
to  counteract  these  other  forces? 

O'Leary:  For  increased  productivity 
and  technological  change,  housing 
ranks  among  the  lowest  of  industries. 
Home  builders  have  been  striving  for 
years  to  cut  building  costs.  Levitt  and 
others  have  tried  it.  But  it  hasn't  suc- 
ceeded as  well  as  they  had  hoped.  The 
problem  lies  with  the  building  trades 
and  local  building  codes,  both  of  which 
increase  costs.  No  one  has  found  a 
way  of  breaking  these  codes. 

Can  the  Federal  Government  do 
anything  to  bring  down  the  cost  of 
housing? 

O'Leary:  Yes.  I  think  some  of  the  new 
programs  will  be  efi'ective.  Govern- 
ment aid  for  housing  in  the  past  has 
been  based  on  government-guaranteed 
loans  with  interest-rate  limitations.  But 
ttie  value  of  a  government  guarantee 
has  disappeared.  The  reason  is  that  the 
Government  is  so  sensitive  to  the 
economy  that  our  recessions  have  been 
modest  and  short.  So  the  lender  figures 
conventional  mortgages  are  just  as 
good,  and  certainly  more  profitable, 
and  he  won't  participate  in  govern- 
ment programs. 

The  new  rent-supplement  bill  is  dif- 
ferent, however.  This  has  real  promise. 
But  it  will  tend  to  benefit  the  lower- 
income  groups,  not  so  much  the  mid- 


dle classes.  It  allows  a  nonprofit  or- 
ganization such  as  a  church  to  build 
housing.  The  organization  will  borrow 
from  a  lender  at  market  rates.  If  that 
means  a  family  can't  quite  pay  enough 
to  meet  those  rates,  the  Government 
supplements  the  rent.  They've  got  the 
bill  through,  but  they  haven't  got  much 
money.  Yet  even  $50  million  can  pro- 
vide quite  a  bit  of  housing  because  the 
Government  only  pays  the  margin.  It 
has  great  possibilities. 

The  old  program  made  mortgage 
money  available  generally  and  there- 
fore   helped   people    who    could    buy 


$50,000  homes  as  much  as  people  who 
could  buy  only  $10,000  homes.  Won't 
this  change  make  the  upper-income 
middle-class  people  unhappy? 

O'Leary:  Well,  there  is  an  element  of 
subsidy  in  it,  so  a  lot  of  people  will  be 
tearing  their  hair.  But  it's  a  way  to 
bring  housing  to  people  who  need 
housing.  There  is  a  similar  program 
for  single-family  homes  for  low-in- 
come people.  After  the  war  we  will 
have  to  redefine  which  families  are  eli- 
gible and  provide  more  money.  It's 
just  a  matter  of  housing  that  matches 
what  people  can  afford  to  pay.  This 
could  provide  the  basis  for  really  big 
housing  construction. 

Bui  this  isn't  going  to  do  much  for 
the  suburbs  as  we  know  them  now: 
Single-family  houses  on  good-sized 
plots,  with  game  rooms,  two  and  three 
baths,  etc. 


O'Leary:  Yes,  these  pressures  will 
probably  force  a  change  in  land  use. 
Builders  are  saying  more  and  more 
that  the  wave  of  the  future  will  be 
high-rise  apartments  and  cluster  hous- 
ing. More  people  will  be  living  in 
buildings  like  these,  fewer  in  one-fam- 
ily suburban  homes. 

So   what's  going  to   happen   to   the 
suburbs  as  we  know  them  now?  The  '  ■ 
pleasant,    green    suburbs    with    places 
•for  kids  to  play.  Are  they  finished? 

O'Leary:  What  I  had  in  mind  on  the 
suburbs  is  what  happened  in  the  far- 
ther-out reaches  of  Queens  [in  New 
York  City].  These  were  typical  suburbs 
a  few  decades  ago.  Then  insurance 
companies  built  garden  apartments 
there  20  years  ago.  Now  some  of  these 
suburbs  are  row  after  row  of  multi- 
story apartments.  The  Uttle  detached 
homes  are  gone,  bulldozed.  In  those 
days  no  one  would  have  thought  of 
similar  apartments  in  Cos  Cob  or 
Greens  Farm  [in  Connecticut,  the  edge 
of  New  York's  present  commuter  belt, 
some  50  miles  out].  Those  places  were 
for  single-family  houses.  But  the  $20,- 
000  house  went  to  $25,000,  and  now 
it's  selling  for  $35,000.  The  guy  who 
wants  to  move  out  there  can't  afford 
that,  but  he  might  be  attracted  to  a 
garden  apartment,  or  even  a  high-rise. 
If  a  builder  is  going  to  have  to 
put  $10,000  an  acre  into  the  cost  of 
his  development,  he  might  prefer  to 
build  apartments. 

This,  of  course,  will  be  opposed  by 
the  wealthy  people  who  live  in  those 
towns.  They  feel  that  the  apartments 
will  attract  more  kids  than  is  justified 
in  property  tax.  The  apartments  will 
probably  grow  first,  therefore,  in  the 
hungrier  suburban  towns.  It  could  be. 
however,  that  some  of  the  old  towns 
will  succumb  too.  There  will  be  all 
sorts  of  pressure.  One  example  is  that 
the  value  of  a  homeowner's  land  would 
rise  even  more  if  he  could  sell  it  to  an 
apartment  house  builder.  That  could 
be  quite  an  incentive.  In  any  case, 
areas  that  you  think  of  as  places  for 
one-family  homes  will  no  longer  con- 
tinue to  be  so.  I  think  that  will  be  true 
throughout  the  megalopolis. 

But  much  depends  on  transporta- 
tion. If  rail  transportation  doesn't  im- 
prove, I  think  all  of  suburbia  is 
through.  People  will  just  move  back 
into  the  city.  Those  who  are  thinking 
of  leaving  the  city  will  stay. 

So  the  best  way  to  slow  down  the 
urbanization  of  suburbia  would  he  to 
keep  the  highways  clogged,  the  trains 
rickety  and  slow? 

O'Leary:  I'm  afraid  that  would  be  the 
only  way.  ■ 
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Cities  Service 

helps  America's  farmers 

get  the  most  from 

the  crops  they  sow. 

Cities  Service's  subsidiary,  Tennessee  Cor- 
poration, makes  fertilizer.  To  give  farmers  the 
best  results  from  the  crops  they  sow,  we  analyze 
their  soil,  prescribe  the  correct  plant  food  for 
their  crops,  then  custom  blend  the  correct  fertil- 
izers in  more  than  200  blending  plants  through- 
out America's  farm  belt. 

It's  a  big  job.  In  ten  weeks  last  fall,  we  col- 
lected 100,000  individual  soil  samples.  We  flew 
the  carefully  prepared  samples  to  our  Atlanta  re- 
search laboratories  for  thorough  analysis.  Then 
we  advised  our  customers  of  their  individual 
needs.  You  might  say  that  we  serve  as  research 
and  management  advisors  to  the  nation's 
farmers. 
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CIT?ES  SERVICE  COMPANY 

Energy      f  ZJ^l   Chemicals 

A  Natural  Resource  Company 


Never  Satisfied 

Now  Mexico  has  another  complaint:  More  and  more  Mexicans 
are  vacationing  in  the  U.S.  It  should  be  a  cause  of  boasting. 


Antonio  Ortiz  Mena's  cry  of  pain 
could  be  heard  all  the  way  from  Mexi- 
co City  to  Washington.  Addressing  a 
group  of  bankers  in  his  nation's  'cap- 
ital, the  Mexican  Secretary  of  the 
Treasury  (or  Hacienda  y  Credito  Pub- 
lico, as  it's  called  there)  decried  the 
fact  that  so  many  well-to-do  Mexicans 
were  now  taking  vacations  in  the  U.S. 
"it's  not  right."  he  said,  "'that  a  rela- 
tively small  group  of  Mexicans  spend 
such  large  amounts  of  money  outside 
the  country." 

Ortiz  Mena's  complaint  coincided 
with  the  launching  of  a  government 
campaign  to  "See  Mexico  First."  The 
government  proclaimed  that  it  was  the 
highest  patriotic  duty  of  Mexicans  to 
"buy  Mexican." 

The  complaint  and  the  campaign 
both  sounded  all  too  familiar,  except 
in  reverse.  The  U.S.  Government  has 
told  Americans  they  were  spending  too 
much    abroad,    and    has    been    urging 


them  to  "See  America  First"  and  "Buy 
American."  In  the  case  of  this  nation's 
relations  with  Mexico,  is  the  shoe  on 
the  other  foot?  Is  the  U.S.  draining 
pesos  from  Mexican  tourists  as  West- 
ern Europe  is  draining  dollars  from 
American  tourists? 

A  superficial  look  might  make  it 
seem  that  way.  Since  1960  the  amount 
of  spending  by  Mexican  tourists  in  the 
U.S.  has  risen  from  $40  million  to 
$172  million,  and  the  amount  of 
spending  by  people  crossing  the  border 
to  shop  from  $221  million  to  $364 
million.  In  Chula  Vista,  Calif.,  Sears, 
Roebuck  &  Co.  has  opened  a  huge 
store  catering  especially  to  Mexicans 
who  cross  the  border  from  Tijuana  by 
a  shuttle  bus  which  runs  every  20 
minutes.  There  is  a  laundromat  in 
Chula  Vista  that  draws  its  trade  from 
Mexicans  who  patronize  it  because  of 
Tijuana's  perennial  water  shortages. 
The  department  stores  of  Laredo  are 


filled  with  Mexicans  from  Monterrey. 
Wealthy  senoras  and  senoritas  also 
make  annual  shopping  raids  on  the 
fashionable  stores  of  La  Jolla,  such  as 
Saks  Fifth  Avenue's  La  Jolla  branch. 

Why  Cry?  A  closer  look,  however, 
shows  that  Ortiz  Mena  really  has 
nothing  to  cry  about  except  that  his 
country  is  becoming  more  affluent  and 
is  developing  a  middle  class  with  mid- 
dle-class tastes.  For,  while  Mexican 
spending  in  the  U.S.  has  risen,  Ameri- 
can spending  in  Mexico  has  risen  even 
more — from  $521  million  in  1960  to 
$960  million.  As  a  result,  the  gap  in 
tourist  spending  in  Mexico's  favor  has 
widened  from  $260  million  to  $424 
million.  It's  expected  to  widen  to 
around  $500  million  this  year  because 
the  Olympic  Games  are  being  held  in 
Mexico  City. 

No  doubt  Ortiz  Mena  would  prefer 
to  keep  all  Mexico's  pesos  at  home 
and  increase  the  gap  to  $800  million  or 
$900  million,  but  he  can't  do  that  as 
long  as  Mexico's  middle  class  con- 
tinues to  grow  and  prosper.  He  simply 
has  to  face  the  fact:  If  people  want  to 
vacation  abroad  and  if  they  can  afford 
it,  they  will.  Instead  of  complaining, 
he  should  be  boasting.  ■ 


Bring  Money.  Mexico  has  $700  mil- 
lion in  reserves,  and  the  Mexican  peso, 
pegged  in  the  early  Fifties  at  8  cents 
U.S.,  ranks  with  the  most  stable  cur- 
rencies in  the  world.  The  reason  is  not 
that  Mexico's  exports  exceed  her  im- 
ports. On  the  contrary,  Mexico  had  an 
ugly  trade  deficit  of  $413  million  last 
year.  What  keeps  the  Mexican  peso 
stable  is  the  ever-widening  gap  between 
what  American  tourists  spend  in 
Mexico  and  what  Mexican  tourists 
spend  in  the  U.S.  This  year,  because 
of  the  lure  of  the  Olympic  Games, 
which"  will  be  held  in  the  new  sta- 
dium in  Mexico  City  (bottom)  Mexi- 
co expects  to  receive  1.3  million 
American  tourists.  If  they  behave 
as  they  always  have,  throwing  money 
around,  they  will  spend  close  to  $1 
billion,  sunning  on  Condesa  Beach 
in  Acapulco  (right),  attending  the  bull 
fights  (left)  and  visiting  the  pyramids. 
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1968  INSURANCE  RATINGS 
Insurance   stocks   are   way 
down — but  are  they  cheap? 

Experts  tell  us  that  the  most  hope- 
less alcoholic  is  the  one  who  won't 
admit  that  he  has  a  problem.  Much  of 
the  U.S.  life  insurance  business  may  be 
suffering   from   a  similar   disease. 

In  this  case  the  poison  is  not  booze, 
but  optimism. 

Hasn't  life  insurance's  share  of  the 
savings  dollar  declined  from  over  50% 
to  under  22%  in  the  past  20  years? 
Isn't  an  increasing  proportion  of  new 
business  now  group  and  term  insur- 
ance, which  is  less  profitable  from  the 
companies'  point  of  view?  Aren't  com- 
mon stocks,  mutual  funds  and  high- 
yielding  bonds  providing  increasing 
competition?  Isn't  fixed-dollar-amount 
life  insurance  a  poor  hedge  against  in- 
flation? Reflecting  all  this,  haven't  life 
insurance  stocks  been  in  a  declining 
trend  since  1964? 

Well,  never  mind.  An  optimist  can 
always  find  the  bright  side. 

Hasn't  the  average  amount  of  life 
insurance  per  family  doubled  over  the 
past  ten  years  to  $17,000?  Hasn't  life 
insurance  in  force  made  insurance  the 
first  trillion-dollar  industry  in  the  coun- 
try? Haven't  life  insurance  sales  set 
new  records  yearly — $100  billion  esti- 
mated for  1968? 

A  cold,  impartial  diagnosis,  how- 
ever, suggests  that  the  industry  would 
do  well  to  take  it  easy  on  the  optimism 
and  start  worrying  about  the  basic 
health  of  the  business. 

What  Kind  of  Prospects?  The  sales 
force  is  the  life  blood  of  an  insurance 
company.  Insurance  companies  have 
had  a  harder  time  getting  and  keeping 
salesmen  than  ever  before.  A  major 
factor  that  has  kept  their  sales  up  is 
the  increasing  amounts  of  term  and 
group  insurance  sold — and  the  typical 
$10,000  participating  group  term 
policy  yields  only  $38  a  year  in  pre- 
mium against  $225  for  a  typical  $10,- 
000  straight  life  policy  written  at,  say, 
age  35.  Under  these  circumstances, 
there's  more  money  to  be  made  driving 
a  taxi  or  working  in  a  steel  mill  or  on 
a  police  force  than  in  being  an  ordi- 
nary life  salesman. 

Some  of  the  newer  enterprising 
stock  life  companies  tried  to  beat  the 
salesman  shortage  through  the  use  of 
stock  options.  That  way,  in  a  rising 
stock  market,  they  could  lure  into 
their  fold  the  better  salesmen.  But  the 
sagging  trend  of  insurance  stock  prices 
has  put  an  end  to  that:  Only  one  of 
the  44  life  stocks  covered  on  the 
Forbes  Yardsticks  is  currently  above 
its  1967  high,  and  many  are  down 
40%  and  more  from  their  1964  highs. 
(Continued  on  page  68) 
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r 

i9Df  r 

Life  Ins. 

nHnifiHL  VI 
Premium 

Investment 

Assets 

In  Force 

Income 

Income 

Yield  1 

Company 

(millions) 

(millions) 

(millions) 

(millions) 

Investmi 

Multiple  Line* 

^ 

Aetna  Life 

$7,985 

$45,387 

$2,287.9 

$327.6 

4.7f 

Travelers  Corp. 

5,875. 

43,982 

2,292.7 

232.1 

4.86 

Connecticut  General 

4,532   • 

24,516 

1,077.3 

196.0 

5.0^ 

Transamerica 

2,928 

20,571 

592.8 

77.2 

4.8; 

CNA  Financial  Corp. 

2,606 

12,337 

909.9 

101.7 

5.01 

Avco  Corp. 

1,619 

1,997 

113.1 

17.5 

4.6f 

American  General 

1,388 

7,809 

410.8 

56.6 

4.7; 

Beneficial  Standard 

146 

431 

71.0 

3.8 

2.31 

Life  Companies — Assets  of  Over  $500  Million 

328.7 

91.6 

Lincoln  National 

2,090 

17,395 

4.7: 

National  Life  &  Accident 

1,477 

9143 

223.0 

59.9 

4.4 

American  National 

1,251 

9,452 

189.2 

58.0 

5.0 

lefferson  Standard 

1,239  1 

3,343 

73.2 

43.4 

5.2 

Pilot 

J 

3,912 

87.4 

16.0 

5.0, 

Franklin  Life 

1,024 

6,955 

140.4 

42.7 

4.5 

Southwestern  Life 

896 

4,314 

127.6 

38.8 

4.7 

Richmond  Corp. 

755 

4,796 

89.7 

33.6 

4.8 

Liberty  National 

628 

4,058 

106.3 

28.5 

4.8 

Kansas  City  Life 

503 

2,094 

39.6 

22.6 

4.7 

Assets  of  $250  Million-$500  Million 

148.9 

19.0 

4.4 

Washington  National 

464 

3,571 

Provident  Life  &  Accident 

461 

7,472 

250.4 

18.8 

4.6 

Southland  Life 

435 

3,044 

63.5 

18.3 

4.5 

Commonwealth  Life 

368 

2,781 

51.4 

15.5 

4.5 

California-Western  States 

366 

5,476 

83.5 

16.0 

4.7 

Life  of  Georgia 

359 

2,910 

86.7 

14.5 

4.3 

Monumental  Life 

359 

2,074 

43.2 

15.4 

4.6 

Gulf  Life 

342 

2,748 

62.7 

13.1 

4.1 

United  Insurance  of  America 

330 

1,836 

135.5 

13.3 

4.; 

BMA  Corp. 

323 

4,182 

81.3 

13.6 

4.6 

Monarch  Life 

311 

1,184 

61.6 

12.2 

4.2 

Great  Southern  Life 

306 

1,568 

30.6 

14.0 

4.'. 

Farmers  New  World 

281  1 

1,415 

18.7 

4.7 

4.J 

Ohio  State  Life 

J 

1,189 

21.9 

6.9 

4.^ 

USLIFE  Holding  Co. 

262 

3,445 

68.7 

11.8 

5.( 

Assets  of  $100  Million-$250  Million 

22.0 

6.1 

4.;' 

Philadelphia  Life 

238  1 

1,541 

Tennessee  Life  Ins.  Co. 

S 

830 

23.2 

2.0 

5.( 

Republic  National 

228 

5,581 

93.4 

10.4 

5.; 

Liberty  Life 

226 

2.301 

41.5 

10.2 

4: 

People's  Life 

212 

1,334 

32.3 

9.3 

4. 

Northwestern  National  Lite** 

188 

1,150 

22.8 

8.9 

5. 

Sun  Life  Insurance  of  America 

177 

1,224 

24.2 

7.3 

4.. 

Equitable  Life  (Washington) 

168 

819 

17.2 

7.3 

4.1 

Protective  Life 

159 

1,919 

42.1 

6.6 

4. 

Continental  American  Life 

157 

996 

21.3 

6.6 

4. 

Security  Life  &  Trust 

147 

2,565 

39.8 

6.6 

5. 

Bankers  National  Life 

137 

1,844 

27.9 

5.7 

4. 

Durham  Life 

123 

708 

14.2 

5.5 

4. 

West  Coast  Life 

121 

1,210 

20.1 

5.0 

4. 

'Assets,  premium  Income,  Investment  Income,  and  stock  data  cansolidated;  other  financial  data,  life  i 
tPlus  stock.     "Stock  department  only.    ttEarnlngs  exclude  capital  gains. 
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T« 

r 

N 

1967  Ad). 

Price 

Ea/nings 

Recent 

1967-68 

Times  Adj. 

Indicated 

per  sharett 

Price 

Price  Range 

Earnings 

Dividend 

$  3.16 

33% 

58     - 

33% 

11 

$1.00 

1.76 

20^ 

40%- 

20% 

12 

0.64 

4.16 

57% 

78     - 

48 

14 

1.32 

2.53 

52% 

58     - 

28% 

21 

l.OOt 

3.18 

28  V4 

37%- 

26 

9 

0.19 

2.51 

49 

65%- 

22% 

20 

1.20 

1.74 

I6V2 

28%  - 

16% 

9 

0.40 

0.91 

13V4 

16%- 

10% 

15 

015 

5.08 

543^ 

70%- 

52% 

11 

1.08 

2.54 

29% 

43%- 

29% 

12 

0.26 

0.79 

llVg 

15%- 

10% 

14 

038 

2.56 

321/4 

44A'4  - 

32% 

17 

0.80 

Wholly-owned  subsidiary 

of  Jefferson  Standard 

1.42 

291/4 

40%- 

?5% 

21 

0  40 

192 

31 

493/.  - 

30% 

16 

0.60 

3  20 

33  V2 

45%- 

29% 

10 

020 

2.74 

321/8 

46%- 

31 

12 

0.46 

42.57 

360 

550     - 

355 

8 

6.00 

3.02 

29V2 

351/4- 

24% 

10 

0.60 

4.63 

60 

94     - 

60 

13 

0.64 

3.63 

42 

58     - 

38 

12 

0.80 

1.86 

22% 

32 '-4- 

?1 

12 

0  38 

115 

15% 

25     - 

15% 

14 

0.40 

2.21 

17V2 

28     - 

16% 

8 

0.44 

2  50 

25 

40  ^f  - 

23% 

10 

0.60 

1.75 

21% 

29     - 

20 

12 

0  50 

2.31 

28 

35%- 

20% 

12 

0.80 

1.74 

22V^ 

3i%- 

20% 

13 

0.30 

1.58 

26 

321/4- 

21% 

16 

0.76 

1.09 

12 

13%- 

-    8 

11 

0.20 

2.78         48  68%-  42  17  0.20 

Subsidiary  ot  Farmers  New  World 
2.14         24%  483/4—  24%  11  0.40 


1.11 

26% 

31%—  20 

24 

0.30 

Subsidiary  of  Philadelphia 

Lite 

1.31 

18% 

28%-  17% 

14 

0.15 

1.29 

15% 

22    -  14 

12 

0.20 

3.24 

34% 

44%-  32% 

11 

0.60 

2.68 

32% 

44%-  31% 

12 

0.40 

1.65 

17% 

26%-  17% 

10 

0.28 

1.48 

15 

19    -  11 

10 

0.24 

1.19 

13% 

18%-    123/4 

11 

0.32 

2.58 

37 

49    -  32 

14 

1.20 

1.67 

21% 

30    -  21% 

13 

0.40 

1.32 

27V2 

46%-  271/2 

21 

0.10 

1.69 

18% 

26    -  18 

11 

0.40 

1.30 

16 

263/4-  14% 

12 

0.50 

ABOUT  THE  FIGURES 

Each  year  for  the  past  three  years, 
Forbes  has  rated  the  stock  life  insur- 
ance companies,  using  our  standard 
Yardsticks:  Growth,  Profitability  and 
Trend  {.see  next  page). 

Forty-seven  leading  companies  ;\re 
included,  arranged  into  four  basic 
groups.  Since  life  insurance  figures,  as 
reported  to  stockholders,  are  sketchy 
at  best,  Forbes  statisticians  must  do 
considerable  homework  to  get  mean- 
ingful figures.  They  use,  in  addition  to 
the  annual  reports,  the  more  detailed 
"convention  statements"  that  the  com- 
panies are  required  to  file  with  state 
regulatory  authorities.  Even  these 
require  considerable  analysis  and 
extrapolation  because  they  can  be 
misleading. 

For  example,  the  first  year's  com- 
mission and  expenses  on  a  life  insur- 
ance policy  are  extremely  high;  in  some 
cases,  they  may  total  well  over  100% 
of  the  first  year's  premium.  Paradoxic- 
ally, therefore,  the  more  policies  a  com- 
pany writes,  the  worse  its  short-term 
performance  will  seem.  For  that  rea- 
son. Forbes  statisticians  break  down 
the  new  policies  into  the  various  cate- 
gories: whole  life,  term,  group,  etc. 
Whole  life  is  the  most  profitable  type 
of  life  insurance.  On  each  $1,000  in- 
crease of  whole  life  in  force,  the 
statisticians  assign  an  extra  value  of  $20 
in  earnings.  Term,  less  profitable,  is 
assigned  an  extra  value  of  $7.50. 
Group  is  given  no  extra  value  because 
group  insurance,  sold  in  a  highly  com- 
petitive market,  brings  in  little  if  any 
profit. 

To  determine  the  Growth  rank,  the 
statisticians  take  into  consideration 
four  factors:  earnings  as  adjusted;  in- 
come from  premiums;  assets;  and  life 
insurance  in  force.  The  first  three  are 
given  the  same  weight;  the  fourth  is 
given  only  half  as  much,  since  it  natu- 
rally includes  group  insurance,  which 
is  not  very  profitable. 

The  Profitability  rankings  also  in- 
clude four  factors:  the  return  on  in- 
vestments; the  ratio  of  the  company's 
investment  income  to  the  amount  it 
must  set  aside  in  reserves  for  future 
payments  of  policies;  its  operating 
costs  as  compared  with  its  income;  and 
the  premiums  received  per  $1,000  of 
insurance  in  force.  The  last  figure 
shows  whether  the  company's  growth 
in  insurance  in  force  has  been  on  the 
more  profitable  or  the  less  profitable 
types.  All  four  factors  are  accorded 
equal  weight. 

The  Trend  section  takes  into  ac- 
count three  factors:  premium  income 
growth,  adjusted  earnings  growth  and 
yield  on  investments  in  1967  as  com- 
pared with  1966.  ■ 
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(Continued  from  page  66) 
Stocks  like  Connecticut  General,  Life 
of  Virginia  (now  Richmond  Corp.), 
and  Life  of  Georgia,  which  com- 
manded price/ earnings  ratios  ranging 
as  high  as  42  times  earnings,  now  set- 
tle for  8  to  14. 

It  was  their  addiction  to  optimism 
that  kept  most  of  the  life  companies 
from  taking  a  permanent  advan- 
tage of  the  high  stock  prices  a  half 
decade  ago.  With  a  few  exceptions, 
such  as  Transamerica,  most  insurance 
companies  did  not  use  stock  to  diver- 
sify when  price/earnings  ratios  were 
high.  Now,  everyone  is  forming  hold- 
ing companies  to  do  so.  "It's  just  one 
of  those  things,"  says  USLIFE's  Chair- 
man Gordon  Crosby  Jr.  "We  could 
have  done  it  a  long  time  ago,  but 
they  could  have  built  a  jet  plane  20 
years  ago  and  didn't  either."  That's  an 
"explanation"  but  not  a  convincing 
one. 

American  General  Chairman  Gus 
Wortham,  who  did  diversify  when  his 
stock  was  high,  asserts:  "I  don't  know 
why  the  other  companies  didn't  do  the 
same  thing.  I  think  they  were  too 
involved  with  the  life  insurance  busi- 
ness. People  resist  change  and  just  like 
to  do  what  they  are  doing."  Says  in- 
surance analyst  Donald  Kramer  at 
First  Manhattan  Co.,  an  institutional 
adviser:  "Regulations  permitted  man- 
agements to  form  holding  companies 
15  years  ago.  When  their  stocks  were 
selling  at  40  to  50  times  earnings  about 
1964  and  they  had  currency  to  trade 
and  everyone  was  writing  their  glowing 
reports  about  their  outstanding  abili- 
ties, these  guys  sat  on  the  top  of  the 
world  and  said,  'Why  us,  a  growth  in- 
dustry, merge  with  nongrowth  indus- 
tries?' Now  when  thsir  stock  price  is 
down,  and  their  shares  have  lost  their 
glamour,  their  return  on  capital  in  the 
business  is  declining,   they  start." 

Now,  as  USLIFE's  Crosby  at  last 
sees,  "Life  companies  and  mutual 
funds  are  coming  more  into  one  world. 
Practically  every  major  life  insurance 
company  either  has  formed  or  ac- 
quired or  announced  intentions  to 
form  a  mutual  fund.  The  latest  finan- 
cial planning  is  likely  to  become  one 
whole  package." 

Others  see  mutual  funds  and  insur- 
ance coming  closer  together  too.  Ger- 
ald Tsai  Jr.,  president  of  Tsai  Manage- 
ment and  Manhattan  Fund,  which  has 
assets  of  $520  million,  has  agreed  to 
merge  with  the  Continental  Casualty 
(now  part  of  CNA  Financial)  inter- 
ests of  Chicago.  Ultimately  Manhattan 
Fund  will  probably  be  sold  by  Conti- 
nental's corps  of  insurance  salesmen. 

That  is  a  sensible  but  belated  move. 
"The    life    insurance    industry,"    says 
(Continued  on  page  72) 
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Company 

Multiple  Line 

Connecticut  General 

Transamerica 

Aetna  Life 

Beneficial  Standard 

American  General 

Travelers 

Avco 

CNA  Financial  Corp. 

MULTIPLE  LINE  MEDIAN  7.5  9.9 

Life  Companies — Assets  Over  $500  Million 


' 

GROWTH 

(7-Year  Compounded  Rate) 

Life  Ins. 

Premium 

Adj. 

Assets 

in  Force 

Income 

Earn. 

Rank 

7.2% 

11.6% 

13.5% 

7.8% 

1 

20.0 

10.4 

8.3 

13.2 

2 

7.7 

9.3 

10.0 

4.5 

3 

16.'5 

6.9 

11.9 

1.1 

3 

5.6 

n.3 

4.6 

13.4 

4 

5.7 

7.2 

9.3 

0.8 

5 

NA 

12.1 

10.1 

NA 

NA 

8.8 

7.2 

NA 

"N 


9.7 


6.2 


Liberty  National 

10.1 

10.6 

7.9 

6.9 

1 

Franklin  Life 

8.3 

8.0 

5.1 

7.1 

2 

Southwestern  Life 

8.6 

10.7 

13.3 

4.4 

3 

American  National 

5.6 

7.8 

6.3 

6.2 

4 

Lincoln  National 

4.9 

7.4 

5.7 

6.4 

5 

National  Life  &  Accident 

7.6 

6.6 

5.1 

5.7 

6 

Jefferson  Standard 

5.3 

7.5 

4.5 

6.0 

7 

Pilot 

7.6 

12.1 

8.8 

— 

— 

Richmond  Corp. 

5.6 

8.3 

4.3 

4.8 

8 

Kansas  City  Life 

3.1 

5.6 

2.6 

6.5 

9 

Assets  oi  %2S0  Million-%500  Millio 

n 

14.7 

11.6 

9.3 

Provident  Life  &  Accident 

11.6 

1 

Monarch  Life 

10.5 

9.9 

7.3 

13.8 

2 

Farmers  New  World 

6.8 

12.4 

7.0 

19.1 

3 

Ohio  State  Life 

6.3 

12.1 

6.8 



— 

Washington  National 

6.3 

9.4 

7.9 

10.7 

4 

Commonwealth  Life 

8.4 

8.5 

5.8 

8.2 

5 

Gulf  Life 

7.4 

10.5 

6.0 

2.9 

6 

United  Insurance  of  Amer. 

9.7 

8.2 

3.4 

8.2 

7 

USLIFE  Holding  Co.t 

8.8 

8.7 

5.8 

1.2 

8 

BMA  Corp. 

6.3 

11.1 

5.0 

6.4 

9 

Life  of  Georgia 

8.3 

7.2 

5.5 

6.7 

9 

Southland  Life 

5.4 

8.6 

6.5 

8.2 

9 

Monumental  Life 

5.7 

8.8 

4.8 

5.6 

10 

California-Western  States 

5.8 

8.0 

3.6 

-0.8 

11 

Great  Southern  Life 

4.4 

5.5 

3.0 

5.1 

12 

Assets  of  $100  Million  $200  Millie 

9.4 

11.2 

10.3 

Republic  National 

11.6 

t 

Philadelphia  Life 

8.7 

13.3 

8.5 

11.7 

2 

Tennessee  Life 

15.0 

20.7 

14.3 



^ 

Bankers  National 

7.2 

14.1 

11.0 

11.1 

3 

Security  Life  &  Trust 

7.3 

10.9 

9.0 

6.9 

4 

Liberty  Life 

8.2 

8.6 

5.9 

9.1 

5 

Northwestern  National  Lifet 

6.6 

6.9 

6.1 

12.7 

6 

Sun  Life  Insurance  of  Amer. 

6.1 

9.8 

6.1 

8.2 

7 

Continental  American  Life 

4.9 

9.1 

7.1 

7.2 

8 

People's  Life 

5.8 

8.1 

5.2 

8.4 

9 

Protective  Life 

6.1 

7.7 

6.7 

6.4 

10 

Durham  Life 

6.2 

7.9 

3.6 

6.3 

11 

Equitable  Life 

4.3 

6.9 

2.3 

7.7 

12 

West  Coast  Life 

3.7 

8.5 

3.6       - 

-2.0 

13 

LIFE  COMPANIES' 

MEDIAN 

6.6 

8.6 

6.0 

6.9 

'Gain  or  loss  in  percentage  points. 

tStock  department  only. 

**Two-year  average. 

tfNo  Change. 

^Four-year  grovrth 

rate.     tiFour -year  average. 

NA    Not  available  because  of  recent 

mergers,  thus  not  ranked. 
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•  ecticut  General 

ments 

4.83% 

Covered 
2.00 

Premiums 

Insurance 

Rank 
1 

Company 
Transamerica 

Earnings 
111% 

ments* 

0.32% 

income 

9.0% 

Rank 

8.8t 

$16.86 

1 

1  Financial  Corp. 

4.80 

2.22 

10.2 

17.10 

1 

Connecticut  General 

6.1 

0.12 

12.2 

2 

\ 

4.60 

2.63 

14.4 

18.96 

2 

Travelers 

-20.0 

0.19 

12.9 

2 

I  s  Life 

4.49 

1.79 

6.8 

14.87 

3 

American  General 

8.1 

0.16 

6.6 

3 

relers 

4.56 

1.76 

7.4 

10.70 

4 

Aetna  Life 

-  9.7 

0.11 

10.3 

4 

cficial  Standard 

2.90 

3.29 

25.9 

15.40 

5 

Avco 

-15.2 

-0.07 

24.6 

4 

rsjmerica 

4.51 

1.91 

10.6 

11.53 

5 

CNA  Financial 

29.3 

0.09 

1.9 

4 

irican  General 

4.46 

1.65 

16.3" 

19.57 

6 

Beneficial  Standard 

-22.9 

-1.15 

0.9 

5 

ULTIPLE  LINE  MEDIAN 

4.54 

1.96 

10.4 

16.13 

MULTIPLE  LINE  MEDIAN 

-  1.8 

0.12 

9.7 

ftrsfn  Standard 

5.38 

2.05 

16.0 

23.57 

1 

Southwestern  Life 

tt 

0.22 

12.4 

1 

ftot 

4.89 

1.95 

13.2 

14.71 

— 

Liberty  National 

12.3 

0.11 

6.2 

2 

Irty  National 

4.71 

1.84 

14.4 

26.01 

2 

Kansas  City  Life 

12.7 

0.16 

3.1 

3 

oin  National 

4.51 

2.05 

7.7 

14.07 

3 

Franklin  Life 

9.2 

0.06 

5.6 

4 

^western  Life 

4.57 

1.58 

12.2 

25.15 

3 

Lincoln  National 

0.2 

0.12 

5.3 

5 

rican  National 

4.79 

1.99 

17.6 

17.11 

4 

National  Life  &  Accident 

-  0.6 

0.18 

3.7 

6 

iklin  Life 

4.43 

1.65 

8.5 

20.95 

5 

Richmond  Corp. 

3.9 

0.14 

2.6 

6 

imond  Corp. 

4.52 

1.83 

13.9 

17.00 

6 

American  National 

-  1.3 

0.04 

8.0 

7 

anal  Life  &  Accident 

4.13 

1.87 

19.3 

21.40 

7 

Jefferson  Standard 

1.6 

-0.31 

3.8 

8 

sas  City  Life 

4.45 

1.59 

19.1 

20.00 

8 

Pilot 



0.15 

10.5 

"~ 

ivch  Life 

4.33 

3.71« 

14.0 

19.70 

1 

Washington  National 

9.0 

0.12 

5.6 

1 

Mrs  New  World 

4.55 

1.94 

9.2 

15.91 

2 

Great  Southern  Life 

17.2 

0.04 

6.6 

2 

fa  State  Life 

4.40 

1.69 

13.6 

18.33 

— 

Provident  Lite  &  Accident 

-3.1 

0.18 

8.4 

3 

Vident  Life  &  Accident 

4.37 

2.91 

7.8 

11.92 

2 

United  Insurance  of  Amer, 

5.0 

0.09 

6.8 

4 

1 IFE  Holding  Co. 

4.84 

2.05 

14.9 

15.30 

3 

Life  of  Georgia 

8.9 

-0.01 

5.9 

5 

Snmonwealth  Life 

4.40 

1.57 

12.6 

19.21 

4 

Commonwealth  Life 

7.5 

0.10 

4.7 

6 

jrfornia-Western  States 

4.55 

2.01 

11.7 

10.30 

5 

Monarch  Life 

7.5 

0.12 

3.9 

7 

Inumental  Life 

4.40 

1.67 

15.3 

22.00 

5 

Monumental  Life 

7.3 

0.12 

4.4 

7 

^;  of  Georgia 

4.38 

1.64 

15.6 

23.13 

6 

Farmers  New  World 

5.7 

0.33 

-1.1 

8 

Ited  Insurance  of  Ainer. 

4.17 

2.03 

15.9 

31.97 

7 

Ohio  State  Life 

— 

0.12 

9.0 

— 

at  Southern  Life 

4.78 

1.72 

19.3 

19.19 

8 

California-Western  States 

-5.0 

0.13 

5.4 

9 

f  Life 

4.35 

1.54 

14.7 

18.30 

9 

Southland  Life 

-3.7 

0.10 

4.8 

10 

A  Corp. 

4.31 

1.87 

14.2 

12.18 

10 

BMA  Corp. 

4.2 

0.09 

1.9 

11 

shington  National 

4.24 

2.35 

16.9 

16.07 

10 

Gulf  Life 

2.3 

-0.05 

4.8 

12 

iithland  Life 

4.32 

1.45 

16.4 

18.61- 

11 

USLIFE  Holding  Co. 

0.9 

0.08 

0.4 

13 

rtinirestern  National  Lifet 

4.95 

1.85 

13.1 

19.88 

1 

Sun  Life  Insurance  of  Amer. 

15.9 

0.18 

10.5 

1 

lublic  National 

5.17 

1.96 

10.7 

8.35 

1 

People's  Life 

37.7 

0.17 

4.2 

2 

tective  Life 

4.39 

2.12 

7.0 

13.77 

2 

Protective  Life 

10.2 

0.18 

7.7 

2 

itinental  American  Life 

4.35 

1.82 

12.7 

22.29 

3 

Security  Life  &  Trust 

7.1 

0.14 

8.4 

3 

rham  Life 

4.42 

1.82 

14.1 

.21.11 

4 

Bankers  National 

-36.2 

0.09 

11.6 

4 

curity  Life  &  Trust 

4.79 

1.91 

14.9 

13.80 

4 

Durham  Life 

4.3 

0.42 

6.0 

4 

nkers  National 

4.56 

1.75 

12.6 

14.09 

5 

Continental  American  Life 

0.4 

0.07 

11.5 

5 

erty  Life 

4.60 

1.79 

15.0 

16.20 

6 

Equitable  Life 

22.3 

0.08 

3.6 

5 

:st  Coast  Life 

4.43 

1.82 

11.3 

13.46 

7 

Philadelphia  Life 

15.6 

0.06 

6.6 

5 

opie's  Life 

4.48 

1.60 

22.6 

23.72 

8 

Tennessee  Life 

— 

0.14 

7.8 

— 

iladelphiaLife 

4.60 

1.65 

16.1 

14.55 

9 

Liberty  Life 

11.2 

0.06 

6.1 

6 

nnessee  Life 

4.70 

1.98 

8.2 

18.68 



Northwestern  National  Lifet 

11.2 

0.09 

3.2 

7 

jitable  Life 

4.33 

1.65 

21.5 

23.01 

10 

Republic  National 

39.4 

0.03 

1.7 

8 

n  Life  Insurance  of  Amer. 

4.30 

1.74 

22.5 

20.61 

11 

West  Coast  Life 

-29.0 

0.06 

2.0 

9 

UFE  COMPANIES'  MEDIAN 

4.45 

1.B3 

14.2 

18.61 

LIFE  COMPANIES'  MEDIAN 

6.4 

0.11 

5.6 

> 
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Super  Shock  Control  cars 

are  a  Santa  Fe  development  to  move 

freight  damage-free  direct  to 

assembly  lines  or  Virarehouses. 

Santa  Fe's  R&D  teams  fit  our 

fleet  of  85,000  freight  cars  to  your 

cargo  requirements. 


Nev/  Industrial  Districts  are  being 
developed  along  the  Santa  Fe.  Second 
illustration  belowr  shows  plan  for  our 
Argonne  Industrial  District  of 
1,550  acres  of  hne  plant  sites  now 
being  tailored  to  fit  manufacturers  expand- 
ing their  market  in  the  Chicagoland  areai. 


Santa  Fe's  newest  market  opener  is 

"Super  C,"  the  world's  fastest  freight 

train.  Cutting  20  hours  from 

Chicago— Los  Angeles  schedules 

for  Piggy-Back  and  container 

cargoes,  it's  faster  than  truck  and 

costs  less  than  air  freight. 


Santa  Fe  has  more  than  8,750  huge 
100-ton  covered  hopper  cars.  Each  one 
can  be  loaded  or  unloaded  m  minutes, 

providing  a  fast,  economical  way  to 

move  mountains  of  bulk  commodities 

such  as  grain,  potash,  cement, 

to  market  or  manufacturing  plant. 


Containers  now  move  from  Santa  Fe 

flat  cars  to  and  from  ships  to  speed 

import  and  export  traffic.  You  can  reach 

Hawaii  and  the  Orient  faster  through 

California  ports  because  of  more 

frequent  sailings  connecting  with 

our  fleet  of  fast  freight  trains. 


Santa  Fe's  Data  Systems  Center  with 

its  third  generation  computers  linked  to 

our  vast  communications  network 

(including  2,450  miles  of  microwave), 

helps  pinpoint  the  location  of  shipments 

and  provides  facts  to  coordinate  our 
operations  with  your  distribution  plans. 


o^ 


Santa  Fe  is  moving: 

. . .  with  new  ideas,  new 
equipment,  new  schedules  and 
new  transportation  methods  to 
make  distribution  and  marketing  easier 

. . .  with  new  ways  to  help  your  planning 
staff  gear  Santa  Fe  facilities  to  your  manufacturing  and 
assembly  line  systems. 

. .  .we're  opening-up  new  areas  for  plant  sites, 
to  make  market  expansion  more  profitable  for  you. 

. . .  we're  moving  faster  to  help  you  reach  world 
markets  more  easily,  by  linking  your  plant  with  frequent 
sailings  from  busy  California  and  Texas  ports 

Santa  Fe  moves  your  freight  by 
railway,  highway,  Piggy-Back,  container  c 
pipeline.  So  don't  thirik  of  us  as 
just  another  railroad. 
♦  *^  ♦  ^^  We're  the  moving  part  of 
your  marketing  arm. 


moviii 


iantaFe 


^^QF/VTUR^Q^' 


^ 
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(Continued  from  page  68) 
analyst  Kramer,  "had  an  opportunity 
to  catch  the  whole  mutual  fund  busi- 
ness if  they  had  been  smart  enough  to 
recognize  the  growth  while  the  mutual 
fund  business  spurted  from  $2.5  billion 
in  1950  to  over  $44  billion.  Instead, 
they  just  laughed  at  it  and  said  it  was 
speculative.  These  guys  still  thought 
in  1938-39  terms." 

The  big  mutual  companies,  while 
unable  to  diversify  by  acquisition, 
were  guilty,  like  the  stock  companies, 
of  operating  as  though  the  1950s  were 
the  1930s.  Metropolitan  Life  had  the 
power  to  invest  5%  of  its  assets  in 
common  stock,  but  didn't  exploit  the 
opportunity  until  the  last  few  years. 
By  not  looking  at  variable  annuities 
and  mutual  funds  earlier,  the  big  mu- 
tual outfits  failed  to  gain  a  strong  foot- 
hold in  these  newer  fields.  They  stayed 
with  a  fixed-dollar  product.  They 
thought  of  themselves  as  selling  a  sin- 
gle service.  They  failed  to  realize  the 
significance  of  the  fact  that,  to  a  con- 
siderable degree,  life  insurance  was 
simply  a  form  of  investing. 

As  for  the  stock  life  companies,  they 
were  basking  so  contentedly  in  the 
glow  of  stock  market  favor  that  they 
failed  to  behave  like  publicly  owned 
companies.  They  have  failed  to  come 
up  with  generally  accepted  accounting 
principles  for  presenting  their  earnings 
to  shareholders.  "Industry  annual  re- 
ports have  been  outrageously  deficient 
until  recent  years,"  says  American 
General  President  Benjamin  Woodson. 
"Now  they  are  only  scandalously  de- 
ficient." Adds  David  G.  Scott,  vice 
president  of  CNA  Financial,  "With  the 
growth  of  holding  companies,  we  will 
come  more  and  more  under  the  juris- 
diction of  the  SEC,  and  what's  more, 
we  are  going  to  have  to  give  earnings 
ner  share.  Up  till  now  we  have  pretty 
well  relied  on  what  the  security  analysts 
estimated."  "Conglomerates  show  you 
earnings  in  ways  that  defy  credibility," 
says  analyst  Kramer,  "but  life  insur- 
ance companies  don't  even  bother  to 
show    you   earnings    per   share." 

The  Short  End.  The  smarter  outfits 
have  come  to  realize  that  life  insur- 
ance, for  all  its  fiduciary  aspects,  can- 
not be  isolated  from  the  main  currents 
of  the  economy. 

For  example,  many  real-estate  men 
became  rich  largely  because  they  knew 
how  to  tap  life  insurance  companies 
for  low-cost  loans.  They  got  the  big 
profits  and  the  inflationary  gains;  the 
insurance  company  and  its  clients  got 
a  small  interest  rate.  "We  have  let 
many  real-estate  opportunities  go  by," 
says  CNA's  Scott,  "because  they  did 
not  fall  within  what  are  defined  to  be 
the  proper  life  insurance  investments. 
Now  we  can  get  some  of  the  equity 
part  of  real  estate."  CNA  is  doing  so 


insurance  sales  continue 
to  rise,  but  life  stocl<s  continue 

(to  lag.  Who's  right?  The  stock 
market  or  the  industry  statis- 
,  tics.  The  third  chart  suggests 
that  the  stock  market  is:  For  all 
>  the  revenue  growth,  life  insur- 
;  ance  profits  have  been  grow- 
ing at  a  below  average  rate. 


by  forming  CNA  Realty  Corp.  as  a 
subsidiary  of  the  holding  company; 
CNA  Realty  is  free  to  buy,  sell  and 
develop  property. 

Use  of  such  devices  for  the  benefit 
of  shareholders  and  policyholders  does 
not  seem  out  of  line  in  an  inflationary 
period:  After  all,  the  bigger  insurance 
companies  have  a  great  deal  of  real- 
estate  knowhow,  but  they  have  used  it 
in  a  rather  limited  way. 

Of  course,  it  is  not  too  late  for  the 
life  insurance  industry  to  regain  some 
of  its  former  prominence.  The  merger 
of  Paul  Revere  Life  into  Avco  Corp. 
showed  one  way  out:  for  the  insur- 
ance company  to  become  part  of  a  di- 
versified, well-managed  financial-indus- 
trial complex.  Transamerica  Corp., 
whose  principal  holding  has  long  been 
Occidental  Life,  has  done  an  imagina- 
tive job  of  branching  out  into  other 
forms  of  financial  services. 

Tilting  at  Windmills.  But  there  are 
serious  hurdles  for  the  industry.  There 
is  a  jungle  of  laws  and  regulations 
which  hamper  any  and  every  move 
by  companies  into  newer  fields  and 
more  venturesome  investment  prac- 
tices. And  merger  takes  life  insurance 
executives  into  less  safe  territory  than 
they  are  accustomed  to.  It  is  quite  pos- 
sible that  several  of  the  life  companies 
have  paid  extravagant  prices  to  buy 
mutual  fund  companies.  And  there  is 
always  the  possibility  that  life  insur- 
ance companies  themselves  may  be 
swallowed  up.  In  spite  of  manage- 
ment resistance,  Chicago's  United  In- 
surance Co.  of  America  is  in  the 
process  of  being  taken  over  by  Los 
Angeles'  Teledyne  Inc. 

Meanwhile,  mutual  funds  them- 
selves have  counterattacked  life  in- 
surance mutual  fund  acquisitions  by 
forming  their  own  insurance  subsidi- 
aries. Investors  Diversified  Services, 
manager  of  close  to  $6  billion  of  fund 
assets,  formed  Investors  Syndicate 
Life;  Waddell  &  Reed  formed  United 
Investors  Life:  Anchor  Corp.,  Anchor 
National  Life. 

The  life  insurance  business  was 
quite  correct  in  surmising,  decades 
ago,  that  inflation  was  its  mortal 
enemy.  It  was  merely  tilting  at  wind- 
mills, however,  when  it  chose  to  fight 
inflation  by  running  advertising  and 
lobbying  campaigns  against  it.  Instead, 
insurance  managements  should  have 
realized  that  inflation  was  becoming 
built  into  the  economy  and  adjusted 
their  ways  accordingly.  It  is  now 
rather  late  in  the  game.  Further  deep 
draughts  of  optimism  would  be  ex- 
tremely dangerous. 

The  wonder  is  not  that  life  insur- 
ance stocks  have  done  so  poorly  in 
recent  years.  The  wonder  is  that  inves- 
tors bid  them  as  high  as  they  did  a  few 
years  before.  ■ 
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step  One 


By  merging  with  one  another  the  feeder  airlines  hope 
to  get  longer  routes.  But  so  far  it's  only  a  hope. 


The  onset  of  the  jet  age.  which  de- 
pressed profits  of  the  nations  big 
trunk  airlines  between  1960  and  1963, 
is  now  being  felt  by  the  nation's  local 
service  ("feeder"")  airlines.  That  much 
became  evident  last  month  when,  first. 
West  Coast,  Pacific  and  Bonanza 
merged  to  form  Air  West,  and  then  a 
Civil  Aeronautics  Board  examiner  rec- 
ommended approval  of  the  merger  of 
Allegheny  and  Lake  Central.  Only 
months  before.  Frontier  and  Central 
had  staned  the  marriage  trend  with  the 
first  feeder  airline  merger  deal  since 
1952. 

Airline  men  feel  the  trend  is  apt  to 
continue.  They  foresee  the  nation's 
dozen  tiny  feeder  lines  being  reduced 


in  number  to  perhaps  only  five  or 
six  larger — and,  hopefully,  more  prof- 
itable— carriers.  "There've  got  to  be 
more  mergers,"  declares  72-year-old 
Nick  Bez,  chief  architect  and  chair- 
man of  Air  West.  "The  locals  can't 
make  any  money  just  by  taking  cus- 
tomers a  short  distance.  As  a  whole, 
the  locals  couldn't  make  a  buck  in 
1967.  In  fact,  most  of  them  lost 
money." 

The  feeder  lines'  particular  problem 
is  a  two-way  crush  on  their  profits. 
Competition  is  gradually  forcing  them 
to  replace  their  prop  fleets  with  ex- 
pensive new  jets.  At  the  same  time, 
however,  they  are  finding  it  hard  to  op- 
erate their  big  new  jets  economically 


Flying  Fisherman.  Like  many 
feeder  airline  operators.  Air  West 
Chief  Executive  Nick  Bez,  72,  won 
his  spurs  in  other  businesses  before 
getting  into  aviation.  Not  until 
1946  did  he  start  West  Coast  Air- 
lines, the  nation's  first  feeder  line. 
By  that  time.  Bez  was  already  a 
•.ealthy  man.  He  was  born  in  Yugo- 
slavia and  came  to  the  U.S.  at  the 
ige  of  15.  Landing  penniless  in 
Vew  York,  he  made  his  way  to  Ta- 
I  oma.  Wash.,  where  he  worked  in  a 
awmill,  then  on  fishing  boats  and 
s  learners.  Finally  he  acquired  his 
own  fleet  of  fishing  vessels  and  took 
over  management  of  fish  canneries 
in  Alaska  and  the  Northwest.  His 
first  aviation  venture  was  tiny 
Alaska  Southern  Airways  in  1931. 
But  even  lus  he  moves  newly  formed 
Air  West  further  into  the  jet  age, 
with  the  rollout  early  this  month 
of  its  first  DC-9-30s  (below),  air- 
line executive  Bez  still  retains  his 
fishing  interests  as  president  of  half 
a  dozen  Northwest  canneries  and 
part  owner  of  several  more. 


Young  Oil 
Coolers 


cool  turbine- 
powered 
drilling  rigs- 
where  perfect 
performance  , 
is  critical. 


y? 


YOUNG  RADIATOR  COMPANY 

General   Offices     Racine.   Wisconsin   53403 

fladialofj  •  Meat  Exchangers  -  Oil  Coorers  •  Unit  HeaiefS 


Home... is  "where  you  take  it.., 

BLUE  BIRD  I  4  -f    . 

wanderlodge 

revolutionary 
blend  of  trans- 
portation and 
accommodations. 

This  family  cruiser  is  rugged,  yet  perfectly 
tailored  for  comfort— ideal  for  extended  va- 
cations or  that  occasional  week-end  away 
from  it  all.  WANDERLODGE  offers  unique- 
ness ...  no  towing  of  living  quarters,  no 
reservations  or  check-out  time,  only  miles 
of  flawless  performance  and  all  around  lux- 
ury living  .  .  .  From  $25,000.  Business  is 
where  you  take  it .  . .  Wanderlodge  is  easily 
adaptable  for  commercial  and  industrial 
uses . . .  your  office  on  wheels.  For  a  Wander- 
lodge  brochure  write:  Blue  Bird,  Wanderlodge 
Division,  Dept.  90,  Fort  Valley,  Georgia. 
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This  announcement  is  not  an  offer  to  sell  or  the  solicitation  of  an  offer  to  buy  any  of 
these  securities.  The  offering  is  made  only  by  the  Prospectus. 

AprU  30, 1968 


NEW  ISSUE 


$41,489,300 


SBB  s<^m    corporation 

5>^%  CONVERTIBLE  SUBORDINATED  DEBENTURES  DUE  1988 

The  Company  is  offering  to  holders  of  its  Common  Stock  rights,  evidenced  by  transferable 
Warrants,  to  subscribe  for  these  Debentures  at  the  rate  of  $100  principal  amount  of 
Debentures  for  each  20  shares  held  of  record  at  the  close  of  business  on  April  26, 1968.  The 
subscription  offer  will  expire  at  3 :30  P.  M.  Eastern  Daylight  Saving  Time  on  May  14, 1968. 
The  underwriters  have  agreed,  subject  to  certain  terms  and  conditions,  to  purchase  any 
unsubscribed  Debentures,  and  both  during  and  after  the  subscription  period  may  offer 
Debentures  as  set  forth  in  the  Prospectus. 


Subscription  Price  100^ 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from 
only  such  of  the  several  underwriters,  including  the  under- 
signed, as  may  lawfully  offer  these  securities  in  such  State. 
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Reynolds  &  Co. 


L.  F.  Rothschild  &  Co. 


Shearson,  Hammill  &  Co. 

Incorporated 
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Pipe  Line  Company 
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Payable  June  14, 1968 
Record  May  31, 1968 
Declared  April  24, 1968 

CYRIL  J.  SMITH 
Secretary 
3000  BIssonnet  Avenue,  Houston,  Texas 

Consecutive  dividend  payments  since  1937 


over  their  typically  short-haul,  multi- 
stop  routes.  The  hope  is  that  the 
merged  feeders  will  be  able  to  secure 
certificates  for  longer  nonstop  routes 
from  the  CAB,  and  also  have  enough 
financial  muscle  to  absorb  the  heavy 
jet  start-up  costs. 

Turning  Red.  Nick  Bez  knows  the 
problem  firsthand,  and  may  get  to 
know  it  still  better  as  Air  West's  new 
chref  executive.  Last  year  two  of  Air 
West's  components  reported  losses,  in- 
cluding Bez's  own  outfit.  West  Coast, 
which  he  started  and  has  headed  since 
1946.  West  Coast,  with  revenues  al- 
most level  at  $18.4  million,  showed  a 
loss  of  $400,000.  The  other.  Pacific, 
slumped  from  a  profit  of  $151,000  in 
1966  to  a  $3.7-million  loss  in  1967. 
even  though  revenues  climbed  8%  to 
$18  million.  The  third  partner.  Bo- 
nanza, fared  a  little  bit  better,  pri- 
marily because  of  a  16%  revenue 
jump  to  $20  million.  However,  its 
profits  declined  62%  to  $530,000. 

Actually,  a  profit  pinch  is  nothing 
new  for  the  feeder  airlines.  Since 
World  War  II  their  return  on  invest- 
ment has  never  exceeded  that  of  the 
trunk  lines.  Last  year  the  feeders'  re- 
turn on  investment  was  3.2%  vs. 
9.2%  for  the  trunk  lines  as  a  group, 
and  17.2%  to  13.2%  for  such  profita- 
ble carriers  as  Delta,  National  and 
Northwest.  The  reason:  Feeder  routes 
tend  to  generate  little  revenue,  and 
thus  less  profit  per  passenger  mile.  De- 
signed to  "feed"  passengers  to  the 
trunk  lines  from  small  cities  and  towns, 
their  flights  typically  are  short,  making 
many  stops  for  few  passengers.  ■ 

But  the  squeeze  began  to  tighten  in 
the  mid-1960s  as  the  local  carriers 
switched  to  jets.  While  traffic  continues 
to  increase — a  22%  to  30%  growth 
is  predicted  for  1968 — the  average 
passenger  load  factor  has  been  dwin- 
dling because  of  the  new  jets.  Accord- 
ing to  Aviation  Week,  the  locals'  load 
factor  may  fall  during  1968  from 
46.4%  to  43.5%,  and  could  well  drop 
below  40%.  What's  more,  as  the  trunk 
lines  discovered  in  the  early  1960s,  in- 
troducing new  jets  is  a  costly  affair. 

What  the  local  carriers  need  to  make 
the  operation  of  jets  more  economical 
is  longer  nonstop  flights  with  high  pas- 
senger density — that  is,  to  become 
more  like  the  trunk  lines.  The  hope  is 
that  by  merging  and  covering  more 
territory,  they  will  be  able  to  gel 
these  routes.  "I  told  the  CAB  before 
we  merged  that  we  had  to  get  some 
routes  straightened  out,"  Bez  says 
"We  can't  use  those  jets  for  stop; 
every  five  minutes  like  we  do  the 
DC-3s.  And  we  have  got  to  have  jet; 
in  order  to  attract  traffic." 

As  far  back  as  1963  Bez  was  tryinj 
to  get  longer  routes  by  proposing  ; 
merger    with   Pacific.    Not   until   las 
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spring,  though,  would  Pacific  serious- 
ly consider  the  proposal.  Soon  after, 
Bonanza  joined  the  merger  plans, 
giving  Air  West  a  route  structure  that 
blankets  eight  western  states,  with 
stops  in  Canada  and  Mexico.  Now  Air 
West  is  eyeing  such  nonstop  routes  as 
Los  Angeles-San  Francisco,  which 
generates  in  the  neighborhood  of 
6,000  passengers  a  day.  and  even 
longer  ones:  Salt  Lake  City-Chicago 
and  Los  Angeles-Hawaii.  The  Douglas 
DC-9  twin  jet  will  be  the  work  horse 
of  the  new  airline,  with  Boeing  727s 
handling  longer  hops.  Fairchild  F-27s 
fly  the  shorter  routes. 

"For  many  years  the  locals  gener- 
ated a  lot  of  new  traffic  for  the  trunk 
lines,"  Bez  explains.  "This  helped  them 
get  out  of  the  red.  Now  they  are 
making  money,  but  the  locals  are  not. 
If  we  can  get  part  of  the  growth  on 
these  routes,  we  will  be  able  to  live." 

Brighter  Future.  As  a  hopeful  sign, 
the  CAB  recently  streamlined  its  pro- 
cedure to  speed  the  granting  of  long- 
haul  routes.  Further,  it  decreed  that 
locals  may  seek  nonstop  authority  be- 
tween any  two  cities  on  their  system. 

The  CAB's  reason  for  wanting  to  aid 
the  local  airlines  is  the  government 
subsidies  the  locals  get  for  providing 
unprofitable  service  to  small  towns.  As 
the  locals  added  new  routes,  the  sub- 
sidy reached  such  a  high  level  that 
the  CAB  began  to  pare  the  funds 
it  was  granting  to  each  airline.  From 
a  1963  high  of  S67.5  million,  the  sub- 
sidy payments  to  the  12  feeders  has 
been  trimmed  to  S52  million  this  year. 

Even  with  the  subsidy,  the  feeder 
lines  have  shown  little  profit.  "The 
Board  has  never  let  us  make  a  com- 
fortable return  on  our  investment," 
Bez  complains.  "As  far  back  as  1960 
they  put  us  on  a  different  rate  that 
would  make  us  a  little  more  independ- 
ent. This  worked  very  well  for  some, 
but  where  we  had  lean  places,  it  just 
didn't  work." 

Thus  most  feeders,  including  Air 
West,  would  like  to  exchange  their  sub- 
sidies for  longer  routes.  But  with  sub- 
sidies shrinking  and  longer  routes  still 
only  a  hope,  the  feeders  have  a  long 
way  to  go  before  their  return  on  in- 
vestment reaches  respectable  levels, 
even  with  mergers.  This  goes  double 
for  Air  West,  which  is  still  going 
through  the  digestion  process  with  its 
jet  fleet.  With  long-term  debt  already 
up  to  65.8%  of  capitalization,  and 
over  $70  million  more  worth  of  jet 
equipment  scheduled  for  delivery  over 
the  next  few  years,  Bez  is  likely  to  find 
that  running  three  merged  feeders  is 
just  that  much  harder  than  running 
only  one.  In  fact,  only  if  the  merger 
brings  longer  routes  will  it  have  been 
worth  the  trouble.  ■ 
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1st  Quarter  1968 
Sets  New  Highs: 

Sales  $39.3  million 

Net  Income  3.8  million 

Earnings/Share  310 


growth  thru 

new  products: 

Year  Ended  Dec.  31  1967  1966 


For  a  copy  of  the  1967  Annual 
Report  and  the  latest  1968  Interim 
Report,  write  to: 

AMP  Incorporated 

P.O.  Box  3608F 
Harrisburg,  Penna.  17105 
Att'n:  Treasury  Dept. 
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13.7 
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Products — Now  over  30,000  product  items — electrical  terminals,  con- 
nectors, interconnection  systems,  programming  systems  and  other  elec- 
trical-electronic components. 

Markets — Tens  of  thousands  of  customers — both  manufacturers  of  elec- 
trical/electronic equipment  and  maintenance  and  repair  users — in  various 
growing  marl<ets  here  and  abroad. 

Worldwide  Facilities — Manufacturing  and  sales  subsidiaries  in  11  foreign 
countries. 
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Faces  Behind  the  Figures 


Jean   Vuillequez 
Hot-Potato  Man 

Few  mining  executives  would  envy 
56-year-old  Jean  Vuillequez,  newly 
named  executive  vice-chairman  and 
heir  apparent  to  Chairman  Sir  Ron- 
ald Prain  of  Roan  Selection  Trust, 
the  world's  fifth-largest  copper 
producer.  Last  month  the  govern- 
ment of  Zambia,  where  RST's  head- 
quarters and  all  its  mines  are  lo- 
cated, announced  the  takeover  of  26 
companies  in  a  move  purportedly 
designed  to  boost  economic  inde- 
pendence and  retain  dividend  out- 
flow for  Zambia's  development. 

Although  no  copper  mining  com- 
panies were  nationalized,  the  move 
obviously  raises  future  uncertain- 
ties. "I  don't  think  the  takeover  will 
affect  us,"  Vuillequez  says,  "but  it's 
not  going  to  make  it  easier  for  RST 
to  get  new  financing.  It's  going  to 
make  people  wonder  about  tomor- 
row." At  stake  is  $144  million  worth 
of  new  capital  needed  for  expansion 
programs  RST  is  considering. 

In  one  way.  RST  has  already 
been  hit  negatively  bv  the  orooosed 
regulations.  RST's  dividends,  which 
averaeed  77%  of  earnings  over  the 
past  five  years,  must  he  slashed  to 
50%  and  the  remainder  available 
for  reinvestment  in  Zambia.  As  a 
result,  RST's  American  sharehold- 
ers (over  80%  of  the  total,  includ- 
ing 45%  held  by  American  Metal 
Climax)  may  never  again  see  the 
10%  yields  they  have  enjoyed. 

Unlike  Britisher  Prain,  Jean  Vuil- 
lequez comes  to  RST  via  the  Ameri- 
can route.  Born  and  reared  on  New 

Vuillequez   of   Roan   Selection   Trust 


York's  East  Side  of  French  parents, 
he  started  work  at  16  in  the  sales 
department  of  Amax'  predecessor, 
American  Metal  Co.  With  only  a 
B.A.  in  business  acquired  at  night 
from  New  York  University  and 
technical  experience  accumulated 
over  the  years,  Vuillequez  worked 
his  way  up  to  sales  vice  president. 
In  1964  RST  acquired  Ametalco, 
Amax'  nonferrous-metals  sales 
agency,  and  in  the  deal  Vuillequez 
became  Ametalco's  president. 

As  newly  appointed  chief  ex- 
ecutive, it  is  unlikely  that  sales- 
man Vuillequez  will  find  his  task 
any  easier  than  did  his  ebullient 
predecessor.  Prain  added  alternate 
shipping  routes  to  the  old  Rhodesian 
one  when  trouble  began  brewing 
between  that  country  and  Zambia. 
Despite  the  additional  transporta- 
tion cost  and  reduced  production 
resulting  from  scarcity  of  high- 
grade  imported  coal,  higher  cop- 
per prices  buoyed  RST  to  record 
$29-million  profits  on  $267  million 
in  sales  in  the  fiscal  year  ended  last 
June.  This  year  a  46%  increase  in 
output  off'set  a  decline  in  copper 
prices,  and  first-half  earnings  rose  a 
healthy  16%  on  a  15%  sales  gain. 

Restricted  in  its  investments  out- 
side Zambia,  Vuillequez  has  already 
set  in  motion  ways  to  protect  RST's 
investments.  "We  intend  to  diversify 
in  Zambia,"  says  Vuillequez.  "and 
maybe  go  into  partnership  with  the 
government.  We  are  already  discus- 
sing a  fabricating  business,  hope 
eventually  to  develop  a  phosphate 
deposit  and  help  solve  the  country's 
agricultural  problems." 

Thus  he  may  move  RST  into 
farming,  cattle  raising,  even  manu- 
facturing. Says  he,  "If  we  find  some- 
thing where  our  money  will  be 
needed  and  the  return  satisfactory, 
we  will  go  into  any  business."  ■ 

Lynn   M.   Bartlett 
Learning  by  Legions 

The  v^'orld's  biggest  school  system 
now  includes  over  1  million  active 
students  and  teachers.  Its  institu- 
tions range  from  three  major  col- 
leges to  301  primary  and  secondary 
schools  scattered  across  29  coun- 
tries. Its  teaching  and  training 
budget  is  $4  billion,  but  that  in- 
cludes basic  courses  in  such  skills 
as  rifle  repair  and  radar  mainte- 
nance. This  school  system  is  run  by 
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Bartlett  of  Defense  Education 

the  Department  of  Defense. 

Its  superintendent  is  Dr.  Lynn 
M.  Bartlett,  Deputy  Assistant  Sec- 
retary of  Defense  (Education).  He 
came  to  the  Pentagon  from  Michi- 
gan's school  and  university  system 
where  he  was  State  Superintendent 
of  Public  Instruction.  He  likes  some 
of  the  differences  from  his  former 
job.  "In  the  Defense  Department's 
school  system,"  he  says,  "we  have 
the  best  proving  grounds  for  new 
teaching  concepts.  If  we  want  to  use 
closed-circuit  TV  or  install  compu- 
ter-based teaching  machines,  we  do 
it.  We  don't  have  a  school  board  to 
answer  to." 

Under  Bartlett's  prodding,  mili- 
tary teachers  are  pushing  off  across 
the  educational  map  in  all  direc- 
tions. The  Naval  Academy  recently 
installed  an  IBM  1500  computer 
with  30  on-line  stations  where  mid- 
shipmen can  teach  themselves  new 
mathematical  problem-solving  tech- 
niques. The  Army  has  installed  an 
entire  TV  training  network.  The 
Department  of  Defense  has  revised 
both  its  entrance  exams  and  its  re- 
medial reading  to  fit  new  recruits 
from  underprivileged  areas. 

The  revisions  were  made  to  fit 
DOD's  "Project  100,000"  program, 
in  which  100,000  draftees  who 
would  normally  be  rejected  are  in- 
ducted and  then  brought  up  to 
training  snuff.  "You  can't  throw 
'Dick  and  Jane'  readers  at  these 
tough  kids,"  says  Dr.  Bartlett.  So 
the  beginning  reader  for  this  group 
now  includes  such  phrases  as  "Did 
a  man  rob  Bob?"  and  "A  kid  got 
him  a  cop." 

Dr.  Bartlett  sees  the  need  for 
major  change  across  the  board  in 
U.S.  education.  "I  don't  think  we 
can  keep  the  old  system  of  grades 
[one    through    12].    Children    will 
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have  to  work  much  more  on  their 
own,  at  their  own  pace.  The  teacher 
will  just  set  the  stage  and  move 
from  child  to  child  as  an  assistant." 
And  what  about  those  magic 
teaching  machines?  "As  often 
happens,"  says  Bartlett.  "the  compa- 
nies ran  way  ahead  with  the  hard- 
ware without  developing  the  essen- 
tial software  or  program  material," 
which  is  just  beginning  to  be  pro- 
duced. But  in  the  future,  he  adds, 
"We  are  going  to  rely  heavily  on 
individual,  self-paced  teaching  de- 
vices" so  that  a  student  can  "go  as 
far  as  he  can,  as  fast  as  he  can."  ■ 


Thomas  M.  Rauch 
Hatchetman 

The  l.\st  thing  anyone  ever  ex- 
pected last  fall  was  that,  after  slight- 
ly more  than  a  year  in  office,  F. 
Markoe  Rivinus,  53,  would  resign 
as  president  and  chief  executive  of 
Smith  Kline  &  French,  Philadel- 
phia's $250-million-a-year  drug 
firm.  SK&F's  1966  earnings  were 
admittedly  off  slightly,  the  first 
year-to-year  decline  in  seven  years. 
But  with  a  32.8%  return  on  equity, 
SK&F  remained  the  most  profitable 
U.S.  drug  company,  and  Rivinus 
had  been  carefully  groomed  for  his 
job  by  his  predecessor. 

To  listen  to  SK&F's  new  presi- 
dent and  chief  executive  Thomas 
M.  Rauch.  the  46-year-old  former 
executive  vice  president  who  ousted 
Rivinus  from  his  job,  Rivinus  was 
the  victim  of  the  company's  enor- 
mous long-term  success.  "Let's  face 
it,"  says  Rauch,  "when  a  company 
is  doing  as  well  as  SK&F  was  in  the 
late  Fifties  and  early  Sixties,  there's 
a  tendency  not  to  bother  with  the 

Rauch  of  Smith  Kline  &  French 
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buzz  saw."  Rauch  thought  there 
was  plenty  of  reason  to  bother,  and 
convinced  the  board  he  was  right. 

Then  as  now,  says  Rauch,  a 
Main  Line  Philadelphian  who 
climbed  to  the  top  via  advertising 
and  marketing,  SK&F's  major  dif- 
ficulty was  in  coming  up  with  the 
new  products  vital  to  drug  com- 
pany success.  It  wasn't  that  SK&F 
hadn't  spent  money  on  research;  it 
had,  and  lots  of  it.  But  as  Rauch 
saw  it,  SK&F  wasn't  making  strong 
commitments.  "We  were  doing  too 
many  things,"  he  says.  So,  with 
Rivinus  out,  Rauch  completely  re- 
vamped SK&F's  research  program 
to  emphasize  basic  research,  cutting 
the  number  of  research  projects  in 
half  but  maintaining  the  budget  at 
the  $28-million  level  of  1967. 

Nor  was  that  all.  "The  com- 
pany was  committee  oriented," 
Rauch  says.  "When  you  overem- 
phasize committees,  it's  difficult  to 
place  the  blame — or  the  credit."  So 
Rauch  eliminated  most  of  SK&F's 
traditional  high-level  committees, 
giving  their  authority  to  individuals, 
including  five  new-guard  vice  presi- 
dents. Rauch  also  cut  the  150-man 
headquarters  staff  by  about  10% 
in  nine  months.  "1  don't  distrust 
staff  people,"  he  says,  "but  operat- 
ing people  have  to  call  the  shots." 

Even  though  SK&F's  profits  were 
up  2%  in  1967  and  another  14% 
in  1968's  first  quarter,  Rauch  thinks 
further  reductions  in  staff  and  fur- 
ther concentration  in  research  effort 
is  necessary.  "I  won't  know  if  we 
did  the  right  thing  for  five  years," 
he  says.  "Now  if  we  fail,  it's  go- 
ing to  be  a  wingding."  ■ 


John  L.  Loeb  Jr. 
A  Name  of  His  Own 

At  37,  John  L.  Loeb  Jr.  has  begun 
to  make  a  name  for  himself.  True, 
as  the  son  of  John  L.  Loeb,  the 
ruling  force  at  the  important  house 
of  Loeb,  Rhoades  &  Co.,  he  bears  a 
highly  respected  name  on  Wall 
Street.  But  young  Loeb  naturally 
doesn't  want  to  be  thought  of  only 
as  the  son  of  the  senior  partner.  "I 
have  to  work  four  times  as  hard  to 
prove  that  I  have  a  personal  contri- 
bution to  make,"  he  claims. 

Loeb's  first  real  opportunity 
came  three  years  ago.  After  six 
years  at  Loeb,  Rhoades  "doing 
more  learning  than  producing," 
Loeb  took  charge  of  international 
operations  in  1965.  He  doubled  the 
staff,  actively  encouraged  foreign 
investors  into  buying  U.S.  stocks 
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loeb  of  Loeb,   Rhoades 

and  Americans  into  buying  foreign 
stocks,  and  opened  the  firm's  first 
investment  banking  house  on  the 
Continent  since  World  War  IL  All 
told,  profits  from  international  op- 
erations have  quadrupled. 

With  international  moving  ahead, 
Loeb  is  now  spending  more  of  his 
time  on  corporate  deals.  While 
brokerage  operations  are  the  greater 
part  of  Loeb,  Rhoades'  activities, 
such  deals  are  the  stuff  of  which 
Wall  Street  reputations  are  made. 

Loeb's  first  big  one  occurred  last 
spring  when  he  joined  the  board  of 
Holly  Sugar  Corp.,  a  Colorado- 
based,  $100-million-sales  beet  sugar 
company.  Holly  had  brought  in 
John  Bunker  (son  of  the  U.S.  am- 
bassador to  Vietnam)  as  president 
to  help  fight  off  a  takeover  bid  by 
International  Systems  &  Control 
Corp.  In  return  for  two  board  seats 
and  a  commitment  by  Bunker  to 
launch  a  broad  acquisition  pro- 
gram, Loeb  bought  30,000  shares 
of  Holly  himself,  encouraged  the 
Madison  and  Dreyfus  funds  to  buy 
into  Holly  and  made  it  clear  that 
Loeb,  Rhoades'  resources  were  be- 
hind Holly. 

Last  December  that  support  of 
Holly  yielded  another  reward.  Loeb 
was  elected  to  the  board  of  Denver's 
Denver  &  Rio  Grande  Western  Rail- 
road, one  of  Colorado's  most  presti- 
gious boards.  "In  Colorado,"  says 
Loeb,  "being  on  the  Rio  Grande 
board  is  like  being  knighted." 

Of  course,  Denver  is  not  New 
York,  but  it  is  worth  noting  that 
Loeb's  grandfather,  Carl  M.  Loeb, 
was  one  of  the  men  behind  the 
Climax  Molybdenum  Co.,  whose 
famous  Climax,  Colo,  mine  formed 
a  big  part  of  giant  American  Metal 
Climax'  mining  operation  of  to- 
day. ■ 
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Faces  Behind  the  Figures- 

Sam  Kaplan 
"ThaVs  Our  Plan'' 

Sam  Kaplan  may  have  just  the 
right  combination  to  be  Zenith 
Radio  Corp.'s  new  president.  He's 
a  scrapper  as  well  as  a  financial 
man,  and  both  are  needed  in  the 
rough-and-tumble  TV  business. 

Zenith  chief  executive  Joseph  S. 
Wright,  who  stepped  up  to  the 
chairmanship  last  month  when 
Kaplan  became  president,  sees  it 
this  way:  "Sam  has  been  our  chief 
operating  officer  for  some  time.  The 
promotion  [from  executive  vice 
president]  will  make  him  more  ef- 
fective, especially  on  the  outside." 

Coming  out  of  a  tough  South 
Side  Chicago  neighborhood,  Kaplan 
started  at  Zenith  the  day  after  he 
graduated  from  high  school.  "We 
were  graduating  on  a  Thursday 
night,"  he  says.  "I  had  to  have 
something  to  do  starting  Friday,  so 
during  the  day  on  Thursday  I  went 
to  Zenith  and  got  a  job."  The  year 
was  1923,  the  job  was  in  the  mail 
room.  The  next  year  Kaplan  started 
at  Northwestern  University  night 
school,  pecking  away  until  he  got  a 
commerce  degree  in  1930. 

The  bulk  of  Kaplan's  45  years 
with  Zenith  have  been  in  the  finan- 
cial area,  and  a  moneyman's  sharp 
pencil  becomes  increasingly  im- 
portant when  a  company  grows  as 
fast  as  Zenith  has.  Sales  rose  80% 
in  three  years  to  $654  million  in 
1967,  assets  climbed  62%  to  $283 

Kaplan  of  Zenith 


million.  "In  the  last  few  years  a  lot 
of  top  executives  have  come  up  the 
financial  route,"  Kaplan  points  out. 
"The  controller  gets  a  broad  look 
at  the  entire  operation."  Robert  H. 
Piatt,  also  a  financial  man,  recently 
became  president  of  TV  competitor 
Magnavox. 

Kaplan  is  taking  on  his  new  job 
at  a  good  time.  Last  year  a  brief 
dip  in  color  TV  cost  even  as  tightly 
run  a  company  as  Zenith  a  6% 
profit  dip  to  $2.18  a  share.  But  now 
color-TV  demand  is  stronger,  and 
Zenith's  first-quarter  profits  were 
up  1 1  %  to  65  cents  a  share. 

Kaplan's  personality  is  far  differ- 
ent from  that  of  unruffled  lawyer 
Joe  Wright,  but  they  both  have  the 
same  top  priority:  overtake  Radio 
Corp.  of  America  as  the  leading 
color-TV  producer.  RCA  has  some- 
where around  33%  of  the  market 
vs.  a  share  for  Zenith  that  Kaplan 
will  only  estimate  as  "over  20%." 
Can  Zenith  become  No.  One?  Says 
Kaplan,  as  though  facing  down  the 
block  bully  back  in  the  old  neigh- 
borhood, "That's  our  plan."  ■ 


John  C.   Lobb 
Who's  Safe? 

Half  the  top  executives  in  the 
country,  it  seems,  are  thirsting  to 
start  conglomerates  these  days. 
John  C.  Lobb,  52,  is  no  exception. 
Ex-president  of  H.M.  Byllesby  & 
Co.,  a  Chicago  investment  firm,  he 
left  an  executive  vice  presidency  at 
giant  ITT  to  become  president  of 
Pittsburgh's  Crucible  Steel  in  April 
1967.  He  figured  that  Crucible's  big 
asset  base  would  provide  the  frame- 
work for  a  $1 -billion  conglomerate. 

As  things  now  stand,  however, 
Lobb  may  soon  either  be  out  of 
work  or  on  the  payroll  of  yet  an- 
other conglomerate.  Two  of  them 
went  after  Crucible,  California's 
Whittaker  Corp.  and  New  Jersey's 
Walter  Kidde.  Said  Lobb,  a  little 
sadly  last  month:  "It  looks  pretty 
certain  Crucible  will  merge  with 
Kidde." 

Lobb  was  brought  in  to  breathe 
new  life  into  Crucible  by  West 
Coast  company-collector  Norton 
Simon,  who  owned  23%  of  Cru- 
cible. "I  took  the  Crucible  job," 
Lobb  says,  "because  I  was  intrigued 
by  all  the  problems  in  steel:  slow 
growth,  imports,  high  labor  costs, 
competing  materials."  His  plan  was 
to  get  Crucible  in  reasonably  good 
shape,  then  launch  an  acquisition 


"^ 


^ 


lobb    of   Crucible   Steel 

campaign.  He  hacked  away  at  costs, 
and,  by  the  first  quarter  of  1968 
was  able  to  report  a  24%  rise  in 
profits  on  a  2%  dip  in  sales. 

But  then  the  telephone  rang.  It 
was  Dr.  William  Duke  of  Whittaker 
Corp.  (Forbes,  Nov.  I.  1967).  He 
wanted  Crucible  to  merge  with  his 
company.  Says  Lobb:  "I  told  him  to 
go  to  Simon,  because  if  Simon 
wasn't  interested  there  couldn't  be 
any  deal."  Unfortunately  for  Lobb, 
Simon  was  interested  The  price  was 
$47.50  a  share  and  Simon  had  paid 
only  $32  for  his  983.000  shares  of 
Crucible.  Moreover,  under  the  su- 
pervision of  President  William  Mc- 
Kenna  of  Hunt  Foods,  Simon  was 
beginning  to  pull  his  far-flung  in- 
terests— Hunt,  Canada  Dry,  Mc- 
Call  Corp. — into  one  company.  Ap- 
parently McKenna  didn't  think  a 
steel  company  belonged  in  that  mix. 

But  before  Simon  could  finally 
say  yes,  the  Whittaker  bid  attracted 
a  rival  bid  from  Kidde.  The  price 
figured  out  to  a  minimum  of  $50 
per  share. 

And  what  of  John  Lobb?  Does 
he  end  up  working  for  somebody 
else's  conglomerate?  "Simon  would 
like  to  see  me  get  my  own  company 
if  I  don't  stay  in  this  one,"  Lobb 
says.  "He  told  me,  'If  we  sell  Cruci- 
ble and  you  want  to  get  out,  I'm 
willing  to  back  you  and  buy  an- 
other company.' " 

But  it's  getting  so  that  even  bud- 
ding conglomerates  aren't  safe  from 
takeover  by  conglomerates.  ■ 
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Louis  W.  Menk 

Businessman,  Not 
Railroadman 

When  the  Northern  Pacific,  Great 
Northern  and  Burlington  railroads 
are  finally  merged  after  1 3  years  of 
delay,  the  result,  according  to  Presi- 
dent Louis  Wilson  Menk,  50,  will 
not  be  simply  the  longest  U.S.  rail- 
road, with  26,500  miles  of  track.  It 
will  be  a  brand-new  company. 
"We're  calling  ourselves  the  Bur- 
lington Northern,  you  notice,"  he 
says,  "not  a  "Line'  or  a  'Road.'  We 
hope  to  become  a  new  company, 
not  operated  along  traditional  lines. 
You  could  call  us  a  railroad  with  a 
conglomerate  organization  that  re- 
flects our  ownership  of  oil,  timber 
and  mineral  resources."  Menk  is 
not  the  only  railroadman  thinking 
in  these  terms:  Northwest  Indus- 
tries' Ben  Heineman  and  Penn  Cen- 
tral's Stuart  Saunders  are  well  ahead 
of  him.  But  Menk  intends  to  do 
some  catching  up. 

A  Colorado-born  telegrapher 
who  got  his  executive  training  on 
the  Frisco,  Menk  comes  to  his  new 
job  by  way  of  the  Northern  Pa- 
cific. Since  the  NP  will  contribute 
most  of  the  BN's  natural  resources, 
Menk  already  has  a  pretty  good 
idea  of  just  what  he's  got.  As  a 
heritage  from  its  original  status  as 
a  land-grant  railroad,  NP  still 
ranks  as  one  of  the  U.S.'  largest 
landowners.  At  last  report  it  owned 

Menk    of    Burfington    Northern 


over  2  million  acres  of  land  out- 
right, plus  mineral  rights  on  an- 
other 6  million  acres. 

Oil  is  currently  the  most  profit- 
able of  those  resources,  yielding 
over  $8  million  in  revenues.  Bur- 
lington Northern  also  owns  re- 
serves of  coal  and  iron.  But  timber 
probably  offers  the  greatest  current 
potential.  In  recent  months,  Menk 
points  out,  NP  has  picked  up  sev- 
eral small  logging,  lumber  and  ply- 
wood companies.  Meanwhile,  he 
also  is  looking  for  partners  to  de- 
velop some  of  the  vast  resources. 

Menk  doubts  that  the  Burlington 
Northern  will  limit  itself  to  natural 
resources.  "We  haven't  talked 
about  acquiring  a  chemical  com- 
pany." he  says  with  reference  to 
Northwest's  ownership  of  Vel- 
sicol,  "but  I  suppose  if  we  had  the 
opportunity  and  had  prepared  our- 
selves, this  might  happen.  We  also 
want  to  develop  our  real  estate  for 
commercial  and  residential  use. 
When  you  get  right  down  to  it, 
there's  only  one  thing  we  have  in 
mind — and  that's  to  grow." 

The  railroads  were  a  long  time 
in  entering  the  modern  business 
world,  but  men  like  Menk  are 
proof  positive  that  the  industry  is 
really  on  the  move  now.  ■ 


Luther  C.  Anderson 
Bury  It  Deep 

"We  ran  out  of  people  all  of  a 
sudden  and  I  just  happened  to  be 
available."  That's  69-year-old  Lu- 
ther Anderson's  explanation  of  how 
last  year  he  got  to  be  president  of 
Arden-Mayfair  Inc.,  which,  among 
west-coast  supermarkets,  is  second 
only  to  Safeway  in  sales  ($561 
million)  but  merely  marginal  in 
profitability. 

Picked  by  default,  Anderson, 
who  had  been  an  investment  coun- 
selor with  the  superwealthy  Mudd 
family  interests  (primarily  Cyprus 
Mines)  and  an  Arden-Mayfair  di- 
rector since  1951,  is  the  company's 
fourth  president  since  1961,  its 
third  since  October  1966.  Arden's 
top  echelon  has  been  in  turmoil 
since  seven  directors  ousted  the  late 
J.  Frank  Holt  in  a  1963  proxy  fight. 

Next,  chief  executive  J.  Earl 
Garrett  forced  out  President  Carl 
D.  Flinn  and  took  his  title.  But 
then  Garrett  lost  his  own  job  amid 
conflict-of-interest  charges.  While 
the  power  struggle  raged,  Arden- 
Mayf air's  earnings  fell  from  $5.4 


Anderson   of   Arden-Mayfair 

million  in  1965  to  only  $404,000 
last  year,  not  enough  to  cover  the 
preferred  dividends. 

Anderson  blames  Arden's  poor 
showing  not  on  the  turmoil,  but 
on  the  fact  that  its  ambitious  new- 
store  program  coincided  with  last 
year's  intensified  supermarket  com- 
petition in  food  discounting.  "We 
opened  too  many  stores  and  cut 
prices  too  much,"  says  he.  "We 
opened  31  stores  from  mid- 1966  to 
mid-1967.  We're  only  opening  five 
or  six  this  year.  We  won't  have  to 
take  the  rap  while  they're  building 
up  their  potential." 

While  that  should  help  earnings 
this  year,  it  is  also  true  that  many 
of  Arden's  past  shortcomings  can 
be  charged  to  failures  in  routine 
management  areas.  Anderson  be- 
lieves that  what  Arden  needs  is 
work  on  these  fundamentals,  rather 
than  anything  brilliant.  "I've  never 
been  associated  with  any  company 
where  just  common  ordinary  busi- 
ness principles  are  more  applicable 
than  they  are  here,"  says  he.  "We 
don't  produce  anything,  we  don't 
send  anyone  to  the  moon.  We  are 
just  buying  and  selling  and  trying 
to  be  efficient  in  between." 

Anderson  sees  no  reason  why 
this  can't  be  achieved  fairly  quick- 
ly. Says  he,  "We  had  everythine  go 
wrong  in  1966  and  1967.  I  don't 
think  anything  more  can  happen  to 
us.  The  best  thing  this  company 
could  do  is  to  bury  its  past  another 
ten  feet  deeper."  ■ 
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Fiberglass 


HATTERAS 


28,  31,  34,  38,  41,  44  and  SO  Ft. 
Motor  Yachts 


28  foot  fiberglass  Hatteras  Sportfisherman 

Owners  of  wood  boats  are  usually 
surprised  at  the  roominess  of  the 
Hatteras.  Molded  reinforced 
fiberglass  construction  eliminates 
beams,  ribs  and  frames.  So  all  of 
the  inside  is  usable.  Write  for 
the  name  of  nearest  dealer.  For 
portfolio  of  color  literature,  en- 
close $1.00. 

HATTERAS 
YACHT  COMPANY 

2152  Kivett  Drive 
High  Point,  N.  C.  27261 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  %  to  V2 
higher. 

Over  5,000  styles  $100  to  $100,000 


Send  for   FREE  80  PAGE   CATALOG 
EMPIRE  DIAMOND  CORP..  DEPT.  46 
Empire  State  BIdg.,  New  York,  N.Y.  10001 


NAME 


ADDRESS 


ZIP.. 


Why  Go  Outside? 

Keeping  all  its  eggs  in  one  basket  worked  for 
Otis  Elevator  for  a  long  time.  But  t/ien  .  .  . 


Until  recently,  Otis  Elevator  Co. 
has  been  a  living  argument  against 
diversification.  A  full  87%  of  its  reve- 
nues ($478  million  last  year)  comes 
from  elevators  and  escalators,  and  it 
makes  a  good  profit  on  them.  Since 
1963,  Otis  has  averaged  a  return  on 
equity  of  13% — a  bit  above  the  12% 
median  industry  return  for  this  period 
as  reported  in  Forbes  Annual  Report 
on  American  Industry  (Jan.  1,  1968). 

As  for  diversification,  Otis  took  sev- 
eral stabs  at  it,  but  didn't  come  out 
particularly  well.  It  made  bowling  pin- 
setters  (for  Brunswick  Corp.)  but  got 
out  of  that;  it  went  into  fork-lift  trucks 
in  1954  but  didn't  get  into  the  black 
on  them  until  1960. 

As  recently  as  1964,  former  Presi- 
dent Percy  L.  Douglas  told  Forbes: 
"The  basic  need  for  diversification  just 
isn't  there." 

But  things  haven't  been  going  too 
well  at  Otis  the  past  two  years.  Earn- 
ings were  only  $3.11  in  1966  and 
$2.47  a  share  last  year,  down  from 
$3.49  in  1965;  return  on  equity 
dropped  below   10%    in   1967. 

Otis  did  have  an  excuse  last  year 
— a  series  of  crippling  strikes — but 
President  Fayette  S.  Dunn  isn't  lean- 
ing on  it.  Dunn,  a  64-year-old  lawyer 
is  honest  enough  to  admit  that  his 
company's  problems  run  deeper  than 
that.  "Elevator  prices  are  down,"  he 
says.  "With  everyone  trying  to  increase 
their  market  share,  we  just  can't  make 
the  money  on  contracts  we  should." 

Pressure  on  Prices.  The  building 
boom  in  elevator-using  buildings  con- 
tinues, but  unfortunately  industry  ca- 
pacity has  increased  faster  than  de- 
mand. "The  industry  expanded  fast," 
says  Dunn,  "and  now  it  has  capacity 
it  isn't  using  and  so  prices  get  very 
competitive." 

Otis  expanded,  too,  because  it 
wanted  to  maintain  its  close  to  50% 
of  the  U.S.  market  (it  has  IVz  times 
the  elevator  volume  of  its  nearest  com- 
petitor, Westinghouse  Electric).  Dunn 
figures  that  this  is  sound  strategy,  be- 
cause, as  the  biggest  company,  it  can 
afford  first-class  research  and  develop- 
ment and  first-class  maintenance  (ac- 
counting for  30%  of  revenues  last 
year).  Thus,  when  the  market  starts 
growing  again  and  soaking  up  the  ex- 
cess capacity,  Otis  will  be  in  a  position 
to  regain  its  former  profitability. 

In  the  meantime,  Dunn  has  launched 
a  company-wide  profit  improvement 
program,  designed  to  make  Otis  more 
profitable    even    at    depressed    prices. 


Making  Size  Pay.    One  of 

Otis'  main  cost  problems  is 
that  when  architects  design  a 
building,  they  make  Otis  fol- 
low their  plans  rather  than  ad- 
justing to  Otis'  specifications. 
Dunn  hopes  to  solve  this  by 
standardizing  his  elevators, 
cutting  prices  so  heavily  that 
architects  will  plan  for  them. 


Chiefly  it  involves  eliminating  some 
of  the  inefficiencies  that  crept  in  dur- 
ing the  period  of  more  rapid  growth 

Over  the  long  haul,  Otis'  strategy 
has  produced  impressive  results  and 
so  needs  no  defense.  But  the  depressed 
results  of  the  past  two  years  do 
again  raise  the  old  question:  Should 
Otis  diversify  in  order  to  even  out 
the  inevitable  ups  and  downs  of  a  vir- 
tually one-product  company?  Certain- 
ly Otis  has  the  wherewithal  to  make 
acquisitions:  As  against  well  over 
$200  million  in  equity  capital,  the 
company  has  funded  debt  of  only  $25 
million,  and  it  has  receivables  carried 
at  well  over  $100  million  against 
which  it  could  borrow. 

Dunn,  mindful  of  past  difficulties, 
insists:  "We're  not  forced  to  diversify 
just  because  our  profits  were  down 
last  year.  There  are  wonderful  oppor- 
tunities right  where  we  are."  But  does 
that  mean  that  Otis  remains  dead  set 
against  diversification?  Dunn  won't  go 
that  far.  ■ 


82 


FORBES,  MAY  15,  1968 


I 


S\A/eet  Birds  of  Youth? 


FORBES  doesn't  have  as 
many  as  Sports  Illustrated. 
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But  the  ones  who  do  read  FORBES 

are  going  somewhere. ..or  are  already  there. 
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Source:  1968  Simmons  Study. 


FORBES  readers... 

even  the  young  ones . . . 

don't  just  own  American  business. 

They  run  it. 


Forbes:  capitalist  tool 


JUST  OFF  THE  PRESS: 


New  48-page  Merrill  Lynch  study  spotlights  five  industries  wei 
feel  could  triple  in  size  in  the  next  ten  years.  If  you'd  like  specific: 
information  on  the  leading  companies  in  these  industries,  just: 
mail  the  coupon.  . ^ ^ 


506EA 


To:  Merrill  Lynch 

P.O.  Box  333,  Wall  Street  Station,  New  York,  N.Y.  10005 

I'd  like  to  know  more  about  the  leading  companies  in  these 
five  remarkable  "emerging  industries,  " 

Please  rush  me  — at  no  charge  or  obligation  — your  new  48- 
page  research  study. 


NAME_ 


ADDRESS- 
CITY 


OCEANOGRAPHY  •  Which  companies  have  the 
lead  in  building  siibmersibles,  the  submarine-like 
vessels  that  can  explore  a  mile  or  more  down  in  the 
ocean  and  may  eventually  number  in  the  thousands. 
•  Which  companies  are  doing  work  in  fish  protein 
concentrate  — Ihe  tasteless,  odor-free  powder  that 
may  someday  give  populations  of  underdeveloped 
countries  an  inexpensive  protein-equivalent  of  meat, 
milk  and  eggs.  •  Who  is  developing  techniques  for 
mining  incredibly  rich  mineral  deposits  offshore. 


LEARNING  AIDS  •  Which  company  plans  to  in- 
troduce soon  a  black-and-white  videotape  recorder 
and  camera  for  less  than  $1,000.  •  Which  blue  chip 
is  pioneering  computerized  techniques  for  learning 
—  and  has  already  installed  its  system  in  15  New 
York  City  public  schools.  •  Who  produces  portable 
planetariums  and  will  soon  market  a  programmed 
learning  system  for  $350. 


MEDICAL  TECHNOLOGY  •  Which  company  is 
already  cashing  in  on  the  development  of  the  heart- 
lung  oxygenator  and  artificial-kidney  machines. 
•  What  company  now  manufactures  a  robot  that 
can  perform  as  many  as  120  hospital  chemical  tests 
an  hour.  •  Who  is  involved  in  electronic  monitoring 
systems— the  devices  that  measure  and  record  heart 
sounds,  respiration,  temperature,  etc.,  on  an  easily 
readable  screen. 


POLLUTION  CONTROL  •  What  company  makes 
instruments,  controls  and  equipment  used  by  80 
percent  of  the  water-treatment  plants  in  the  U.S. 
•  Which  producer  of  water-cooling  towers  stands  to 
gain  from  the  growing  use  of  nuclear  power  by  the 
electric-utility  industry.  •  Which  company  doubled 
sales  in  the  last  three-year  period,  and  now  has  a 
$40-million  backlog  of  orders. 


NUCLEAR  ENERGY  •  What  little-known  com- 
pany is  currently  operating  at  capacity  in  producing 
components  for  nuclear  power  plants,  already  en- 
joys a  1 5  percent  share  of  the  market.  •  Which  com- 
pany played  a  major  role  in  the  first  successful  at- 
tempt to  free  natural  gas  from  rock  formations  by 
controlled  nuclear  explosion,  and  has  also  been  ac- 
tive in  developing  nuclear  engines  that  could  be 
used  for  deep  space  probes. 
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Composed  ol  the  tallowing  components. 

_  How  much  are  we  producing? 
'  (FRB  index) 

How  many  people  have  been 

'laid  off?  (U.S.  Oept.  of  Labor 

initial  unemployment  claims) 

^How  intensively  are  we  work- 
*ing?    (BLS    average    weekly 


hours  in  manufacturing) 

.  How  much  hard  goods  are  we 
ordering?  fOepf.  of  Comm. 
durable  goods  new  orders  of 
last  3  montfis  related  to  in- 
ventories) 

.How  much  are  people  spend- 


ing? (Dept.  of  Comm.  depart- 
ment store  sales) 

.How  much  are  we  building? 
(Dept.  of  Comm.  private  non 
farm  tiousing  starts) 

.How  much  are  workers  earn- 


HI 


1968 


130    MAR 112.5 

125    APRIL   111.0 

120    MAY    110.5 

115    JUNE 111.6 

110    JULY  111.6 

105   AUG 114.1 

100   SEPT 114.2 

95    OCT 115.2 

90    NOV 117.3 

85    DEC 119.2 

80    JAN 120.4 

75    FEB 122.7 

70  MAR.  (pre.)  124.5 
APR.  (pre.)  125.0 


ing?  (Dept.  of  Comm.  per- 
sonal income  in  manufactur- 
ing and  mining) 

.Are  consumers  taking  on 
more  or  less  debt?  (Federal 
Reserve  net  change  in  con- 
sumer installment  debt) 


Worse  Than  Use/ess 


It  was  inconceivable  a  few  years  ago  that  the  economy 
would  grow  so  fast  (jee  Index)  and  that  interest  rates  would 
be  so  high.  Since  it  was  inconceivable,  it  was  very  easy  to 
pass  all  sorts  of  regulations  about  how  high  interest  rates 
would  be.  The  idea  was  that  there  was  some  arbitrary  rate 
above  which  the  level  of  interest  would  not  be  quite 
respectable. 

All  of  those  regulations  are  now  coming  into  play  in  a 
way  almost  opposite  to  the  way  they  were  intended.  Take 
insurance.  Most  ordinary  life  insurance  policies  sold  over 
the  past  few  decades  have  clauses  stating  that  the  policy- 
holder may  borrow  its  cash  value  from  the  insurance  com- 
pany. The  provision  is  not  for  borrowing  at  whatever  current 
interest  rates  the  market  dictates,  but  at  a  fixed  rat,e,  normally 
5%.  In  1966  the  insurance  companies  for  the  first  time  were 
faced  with  a  disruption  in  anticipated  cash  flow.  People  who 
normally  borrowed  from  a  bank  against  their  insurance 
policies  were  told  to  go  to  the  insurance  companies  them- 
selves. The  insurance  companies,  in  turn,  had  made  long- 
term  commitments  which  were  soon  upset  by  the  unexpected 
cash  demands  of  policyholders. 

Now,  two  years  later,  the  insurance  companies  are 
faced  with  a  similar  crisis.  Money  is  not  now  in  short  sup- 
ply, but  interest  rates  are  even  higher  than  they  were  in 
1 966.  Some  savings  &  loans  are  paying  rates  as  high  as  SVa  % 
and  corporate  bonds  are  yielding  over  6%.  The  insurance 
policyholder  can  borrow  on  his  policy  at  5%,  invest  the 
money  elsewhere  and  make  a  profit.  So  far,  this  kind  of 
"arbitrage"  has  not  become  widespread,  but  the  insurance 
companies  are  holding  their  breaths  and  carefully  follow- 
ing any  increases  in  policy  loans.  If  interest  rates  go  any 
higher,  the  notion  could  conceivably  become  popular. 

Insurance  is  not  the  only  case.  Congress  placed  a  6% 
ceiling  on  the  amount  of  interest  that  could  be  paid  on  a 
government-insured  Federal  Housing  Administration  or 
Veterans  Administration  mortgage.  With  interest  rates  now 
above   that   level,    investors    don't   want   such   mortgages 


whether  they  are  guaranteed  by  the  Government  or  not 
(see  "As  I  See  It,"  p.  59).  "FHA  mortgages  are  ofT 
25%  from  projected  levels,"  says  Philip  N.  Brownstein, 
commissioner  of  the  FHA.  "The  average  man  has  had  to 
defer  his  home-purchase  plans."  This  month  Congress,  with 
the  backing  of  the  big  veterans'  organizations,  finally  lifted 
the  ceilings.  The  homebuyers  will  now  have  to  pay  higher 
interest  rates,  but  at  least  they  will  be  able  to  get  mortgages. 

Trouble  Makers?  Another  intended  safeguard  is  the  anti- 
usury  law.  Most  states  have  them,  and  these  laws  are  caus- 
ing trouble.  The  usury  law  in  New  York,  for  example, 
limits  mortgage  rates  to  individuals  to  6%.  The  New  York 
banks  therefore  prefer  to  lend  only  as  much  mortgage 
money  in  New  York  as  public  relations  dictate.  The  rest 
they  lend  outside  the  state,  or  put  into  high-yielding  bonds. 
For  this  reason,  Frank  Wille,  New  York's  Superintendent 
of  Banks,  has  called  for  the  removal  of  the  6%  ceiling. 
"We  now  are  dealing  with  alternative  yields,"  he  says. 
"New  York  savings  banks  and  S&Ls  have  a  choice  between 
mortgages  and  high-quality  corporate  bonds  yielding 
6%  % ."  He  might  add  that  there  is  no  usury  law  covering 
the  bonds. 

Even  the  Federal  Government  is  hamstrung  by  arbi- 
trary limits  on  interest;  for  the  past  three  years  it  has  not 
been  able  to  float  a  long-term  issue.  The  reason  is  that  Con- 
gress forbids  the  Government  to  pay  over  414  %  interest 
for  any  obligation  maturing  in  over  seven  years.  The  way 
the  Treasury  figures  it,  the  lowest  yield  that  the  market 
would  accept  for  its  bonds  is  about  6% .  Therefore,  the 
Treasury  has  been  forced  into  the  short-  and  medium-term 
markets  exclusively.  That  means  that  the  Government,  as 
it  renews  and  builds  its  debt,  is  competing  for  short-term 
money  with  banks  and  other  private  institutions. 

The  dislocations  caused  by  these  various  interest  rate 
limits  can  always  be  cured,  of  course,  by  changing  the  laws. 
This  takes  a  lot  of  time,  however,  and  in  some  cases  it  is 
politically  diflRcult.  The  last  two  years  have  simply  shown 
that  such  limits  are  worse  than  useless.  In  times  of  low 
rates,  they  have  no  meaning.  In  times  of  high  rates,  they 
have  to  be  changed.  ■ 
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Tel  e  grcrwtlh/ 

BABSON'S 

NE3W  TELEGRAPHIC 

AGGRESSIVE  GROWTH 

PORTFOLIO  SERVICE 


TELEGROWTH  is  the  result  of  requests 
from  regular  Babson  clients  and  other  in- 
vestors who  have  expressed  a  desire  to 
speculate  "on  the  side"  with  a  portion  of 
their  funds  without  materially  disturbing 
their  basic,  long-range  investment  plans. 
As  its  name  implies,  TELEGROWTH  is  de- 
signed to  be  a  very  closely  supervised 
high-performance,  high-risk,  growth  port- 
folio service  with  buy  and  sell  advice 
flashed  to  clients  by  telegram. 

Briefly,  here  is  how  TELEGROWTH  works: 

1  Babson's  specially  appointed  Aggres- 
sive Investment  Committee  has  set  up  a 
master  model  TELEGROWTH  portfolio 
with  only  one  investment  objective  in  mind 
—  substantial  capital  growth  in  the  short- 
est possible  time.  Securities  selected  for 
the  TELEGROWTH  portfolio,  although 
likely  to  be  speculative  in  nature,  will  be 
carefully  researched  and  actively  super- 
vised in  an  all-out  effort  to  obtain  maxi- 
mum performance. 

2  If  you  decide  to  subscribe  to  TELE- 
GROWTH, we  will  mail  you  the  master 
model  TELEGROWTH  portfolio  as  it 
stands  on  that  day,  along  with  complete 
instructions.  You  will  then  build  your 
own  TELEGROWTH  portfolio  by  buying, 
through  your  broker,  each  of  the  recom- 
mended TELEGROWTH  stocks  in  propor- 
tion to  the  total  capital  you  are  willing  to 
commit  to  such  a  venture. 

3  In  striving  for  maximum  performance, 
Babson's  Aggressive  Investment  Commit- 
tee will  keep  the  master  model  TELE- 
GROWTH portfolio  under  continuous, 
close  supervision.  They  will  notify  all 
TELEGROWTH  clients  of  recommended 
new  purchases  and  sales  by  telegram. 

The  annual  fee  for  TELEGROWTH  is  $240. 

It  should  be  clearly  understood  that  we 
recommend  TELEGROWTH  only  to  inves- 
tors whose  personal  circumstances  and 
investment  outlook  permit  them  to  allo- 
cate a  portion  of  their  funds  to  a  frankly 
speculative,  but  diligently  supervised  ven- 
ture. If  you  are  among  this  group,  how- 
ever, we  feel  confident  that  you  would  do 
well  to  add  TELEGROWTH  as  a  specula- 
tive supplement  to  your  present  long- 
range  investment  program.  For  complete 
information  on  TELEGROWTH,  simply  mail 
this  coupon. 


Please  send  me  complete  details  on  TELE- 
GROWTH. Babsons  new  Telegraphic  Growth 
Portlolio  Service. 


Name. 


Street  &  No. 


City. 


-State. 


-Zlp- 


1904 


1968 


BABSON'S  REPORTS  inc. 

WELLESLEY  HILLS,  MASS.  02181 
DEPT.   F-255 


MARKET  COMMENT 


by  L  0.  HOOPER* 


Cheap  Today — Popular  Tomorrow 


It  is  clear,  I  think,  that  the  demand 
for  stocks  is  likely  to  continue  strong 
for  a  long  while.  For  20  years  they  have 
been  good  things  to  own;  and  the  word 
has  gotten  around.  There's  an  entirely 
new  market  for  them  generated  by  the 
mutual  funds,  and  more  than  half  of 
the  big  inflow  of  the  uninsured  pension 
funds  goes  into  equities.  Other  impor- 
tant groups,  such  as  the  teachers  pen- 
sion funds,  are  beginning  to  put  sizable 
amounts  into  them.  The  supply-demand 
equation  seldom  has  been  as  favorable 
to  higher  stock  prices  as  it  is  now. 

Yet  there  are  still  many  "cheap" 
stocks.  Issues  like  Canadian  Pacific 
(50),  U.S.  Steel  (40),  Swift  &  Co. 
(26),  Armco  Steel  (47),  International 
Paper  (31),  Smith  Kline  &  French 
(49),  Cerro  Corp.  (43),  Standard  Oil 
of  New  Jersey  (71),  National  Lead 
(62),  General  Motors  (82),  Wool- 
worth  (24),  North  American  Rock- 
well (37),  Boeing  (78),  United  Air- 
craft (75)  and  Columbia  Broadcasting 
(57)  are  selling  way  below  their  former 
highs  and  at  reasonable  price/ earnings 
ratios.  These  are  all  "big  names"  and 
represent  ownership  in  seasoned,  qual- 
ity companies. 

Stocks  of  the  type  just  mentioned, 
and  there  are  many  more,  are  unpopu- 
lar, especially  in  relation  to  high  P/E 
ratio  companies  such  as  Xerox,  Pola- 
roid, EG&G,  International  Business 
Machines  and  many  other  much  lower- 
quality  issues.  They  don't  appeal  to 
people  who  are  in  a  hurry  to  accrue 
capital  gains. 

Unnoticed  Values 

One  does  not  have  to  be  bearish  on 
the  better-quality  growth  issues  to  be 
bullish  on  the  cheap  ones.  It  does  some- 
times amaze  me  to  see  how  much  peo- 
ple are  willing  to  pay  for  the  unseasoned 
earnings  of  some  of  the  small  com- 
panies that  are  a  far  cry  from  the  qual- 
ity IBM,  Xerox  or  Polaroid.  I'm  afraid 
too  many  people  are  buying  fancy  but 
often  meaningless  scientific  names  as 
pawns  on  a  board  of  chess  rather  than 
evidences  of  proprietorship  in  great 
American  institutions. 

The  simple  mathematics  of  the  pro- 
cess is  that  the  quest  for  performance 
has  caused  values  in  many  of  the  less- 
rapidly  growing  blue  chips  to  be  ne- 
glected. There  are  some  remarkable 
values  back  of  stocks  like  U.S.  Steel 


and  Canadian  Pacific,  and  no  one  has 
seemed  to  care. 

•Take  Canadian  Pacific,  for  instance. 
To'be  sure,  its  16,662  miles  of  railroad 
which  spans  Canada  are  in  competition 
with  Canadian  National,  and  it  is  not 
the  best  type  of  competition.  But  look 
at  the  nonrailroad  assets.  These  include 
ownership  of  Cominico  Ltd.,  one  of  the 
largest  nonferrous  mining  companies  in 
Canada;  the  steamship  lines;  the  hotels; 
the  telegraph  system;  the  airline;  ex- 
press services;  highway  express  ser- 
vices and  extensive  oil,  gas  and  timber 
properties.  The  stock  has  recently  been 
selling  at  around  50  as  against  a  high 
of  731/2  just  last  year.  It  pays  $2.90 
annually  in  Canadian  funds. 

It  seems  to  me  that  the  quest  for 
more  conservative  investment  equities 
will  lead  more  and  more  institutions  to 
buy  values  in  these  neglected,  cheap 
equities.  I  do  not  think  they  will  for- 
ever remain  as  unpopular  as  they  are 
now.  But  for  all  of  this,  1  am  still  fav- 
orably disposed  toward  many  of  the 
more  venturesome  growth  issues.  I 
think  EG&G  (68),  if  you  can  stand  the 
pressure  of  owning  a  fast-moving  stock 
that  sells  at  a  very  high  price  in  rela- 
tion to  present  profits,  has  challenging 
long-range  possibilities  in  both  nuclear 
applications  and  in  oceanography. 
American  Research  &  Development 
(195)  may  be  described  as  a  diversi- 
fied investment  in  high  science  handled 
by  a  management  that  has  proved  its 
ability  regularly  to  come  up  with  some- 
thing big  for  stockholders.  National 
Cash  Register  (138),  as  has  been  noted 
in  previous  columns,  looks  like  a  highly 
desirable  computer-related  stock. 

I  have  long  maintained  that  the  real 
art  of  investment  counseling  consists 
of  studying  the  investor  as  much  as  the 
securities  in  which  he  invests.  No  two 
investors  have  exactly  the  same  objec- 
tives, the  same  risk-taking  abilities,  the 
same  safety  requirements,  the  same 
prejudices;  no  two  will  be  happy  with 
exactly  the  same  securities.  In  most 
cases  there  should  be  a  blending  of 
more  venturesome  securities  with  more 
conservative  ones.  For  some  people, 
but  not  all,  about  20%  in  high  P/E 
"growth"  stocks  seems  about  right.  In 
most  portfolios  I  like  to  see  about  50% 
in  blue  chips.  By  blue  chips  I  mean 

•Mr.  Hooper  Is  associated  with  the  New  York 
Stock  Exchange  firm  of  W.E.  Hutton  &  Co. 
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shares  in  major  corporations  that  have 
a  spread  of  risks  over  the  whole  econ- 
omy. Some  of  these  big  companies  like 
General  Motors  and  Standard  Oil  of 
New  Jersey  are  so  diversified  as  to  con- 
stitute sort  of  a  mutual  fund. 

By  the  Seat  of  the  Pants 

This  column  is  widely  read,  and  I 
am  afraid  some  readers  err  in  thinking 
that  I  am  dispensing  trading  tips.  It  may 
surprise  them  to  learn  that,  in  practice, 
I  often  refrain  from  mentioning  stocks 
that  I  think  may  be  desirable  because 
of  the  possibility  that  it  may  influence 
the  price.  I  try  not  to  influence  prices. 
I  wish  my  readers  would  realize  that 
the  suggestions  in  this  column  are 
aimed  to  look  good  three  months,  six 
months  or  even  a  year  ahead  rather 
than  just  next  week  or  next  month. 

I  could  not  help  a  trader  if  I  would, 
and  I  would  not  help  a  trader  if  I  could. 
Most  traders,  in  the  long  run,  lose 
money.  Most  investors,  in  the  long  run, 
realize  appreciation.  You  make  more 
in  the  stock  market  with  the  seat  of 
your  pants  than  with  the  soles  of  your 
shoes.  The  following  comments  should 
be  read  in  this  light. 

Sif^nal  Oil  (40)  is  a  growing  con- 
glomerate with  a  high  petroleum  em- 
phasis. It  controls  Mack  Trucks,  Ariz- 
ona Bancorporation  and  Garrett  Corp. 
among  other  things;  it  recently  sold 
some  important  refining  and  marketing 
assets  abroad  to  Occidental  Petroleum, 
thus  raising  a  lot  of  money  and  acquir- 
ing some  Occidental  stock.  This  com- 
pany is  equalizing  the  voting  rights  on 
two  classes  of  common  stock,  which 
will  enable  it  to  list  the  shares  on  the 
New  York  Stock  Exchange  and  some 
of  its  recent  managerial  difficulties  have 
been  solved.  I  think  Signal  Oil  will  be 
a  profitable  holding  over  a  period. 

City  Investing  (55)  will  look  better 
to  me  if  it  fails  to  acquire  AUis-Chalm- 
ers.  if  it  acquires  Allis-Chalmers,  I 
would  sell  it.  .  .  .  Litton  Industries  (65) 
has  discounted  a  great  deal  of  trouble 
through  the  recent  decline,  but  I  doubt 
if  there  is  any  hurry  about  buying  it. 
.  .  .  Southern  Natural  Gas  (43)  is  a 
quality  stock  that  has  appeal  because 
of  its  ownership  in  oflfshore  drilling. 
...  I  am  of  the  opinion  that  people 
who  have  recently  been  buying  silver 
shares  have  been  paying  too  much  for 
them  too  soon.  .  .  .  Among  the  com- 
panies that  should  benefit  from  peace, 
or  a  slowdown  of  military  activity, 
Martin  Marietta  and  North  American 
Rockwell  may  be  mentioned.  .  .  .  En- 
actment of  a  real  federal  tax  increase 
would  help  bond  prices,  but  it  will  be 
a  long  time  before  we  see  bond  yields 
at  5'/2%  again.  ■ 


Mr.  Biel  is  in  Europe  on  business. 
His  column  will  appear  June  15. 


6  Tested  and  Proven 
Investment  Rids  fi  , 

only  I  each 


Instant  Stock 
Commission  Calculator 

Imagine,  you  simply  "dial  in" 
the  answers  you  want  to  know 
on  this  ingeniously-designed 
Calculator!  It  does  the  figur- 
mg  for  you— automatically,  in 
seconds.  You'll  know  at  once 
how  much  any  stock  must 
rise  to  give  you  net  profit  be- 
fore taxes  and  after  commis- 
sions. Eliminates  guesswork 
and  possibility  of  arithmetical 
mistakes.  You  simply  "dial  in" 
the  price  per  share-bought 
or  sold  New  large  deluxe  edi- 
tion always  ready  to  serve 
you.  Here  only  $1. 


Week-fo-Week 

Investment  Action 

Keep  up  with  the  week-to- 
week  action  of  your  stock  in- 
vestments without  bulky  rec- 
ords. This  64-page  pocket 
diary  provides  unique  charts 
that  let  you  see  the  weekly 
progress  of  your  stocks  for  an 
entire  year!  Serves  as  a  per- 
manent record  of  your  stock 
transactions,  noting  date 
bought,  price  per  share,  com- 
missions and  taxes  paid,  divi- 
dend records,  etc.  Special 
columns  provide  a  record  of 
trading  activity  in  your  stocks, 
and  weekly  comparison  to  the 
Standard  &  Poor's  Industrial 
Stock  Index.  A  treasure  of 
convenience  for  just  $1. 
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stock 
Certificate  Holder 

Provides  the  perfect  answer 
to  the  problem  of  keeping 
your  valuable  stock  certifi- 
cates neatly  filed  and  protect- 
ed against  wear  and  tear,  with 
a  compact  snap-fastened 
leatherette  portfolio  that 
holds  up  to  25  stock  certifi- 
cates. Designed  to  fit  the 
smallest  safe  deposit  box  yet 
afford  maximum  protection 
and  high  visibility  for  each 
certificate.  Unique,  practical, 
permanent.  A  wonderful  buy 
for  only  $1. 


Wallet-Size 
Investment  Secretary 

Does  away  with  bulky  record 
keeping,  yet  provides  you 
with  instantaneously  availa- 
ble permanent  history  of  all 
your  stock  market  transac- 
tions; complete  with  de- 
scription of  security,  when 
bought  or  sold,  at  what 
price,  commissions  and  taxes 
paid,  profit  or  loss  realized, 
dividends  received  quarterly, 
2-year  monthly  summary  of 
profit  and  loss:  64  pages 
bound  in  morocco  grain; 
this  splendid  investor's  aid, 
yours  for  only  $1. 
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Stock 

Computor 

$5.50  Value 


This  is  without  a  doubt  one  of  the  most  wanted  investor  aids 
ever  devised.  How  do  we  know?  Ever  since  these  remarkable 
Computors  were  made  available  we  have  been  besieged  with 
requests  for  additional  copies.  Requests  have  come  from  pri- 
vate and  professional  investors,  from  brokerage  firms! 

The  reason  why:  STOCK  COMPUTOR  saves  time,  saves 
work,  saves  errors,  saves  money.  Makes  it  easy,  uncompli- 
cated, quick  to  figure  vital  investment  arithmetic:  %  increase 
or  decrease  in  market  price,  dividend  yield,  price  earnings 
ratio.  All  100%  accurate,  in  seconds!  And  this  copyrighted 
precision,  instrument  —  a  $5.50  value  —  is  yours  on  this  Spe- 
cial Offer  for  only  $1.  Get  one  for  yourself,  more  for  your 
investor  friends  —  they  make  much  appreciated  gifts! 


Take  advantage  of  this 
Great  Discount  offer- 
Clip  and  mail  this 
coupon  today. 


INVESTORS 
FULFILLMENT 

CORPORATION 

Box  980 
Grand  Central  Station 
NewYork.N.Y.  10017 


"What  My  Family  Should  Know" 
Investor's  Record  Book 

Investors  tell  us  it's  a  wonderful  thing  to  own. 
Compact,  complete,  instantly  available— all  the 
information  most  vital  to  you  and  your  family 
in  one  handy  and  readily-accessible  place.  An 
easy-to-keep,  up-to-the-minute  picture  of 
your  financial  status  including  a  record  of  your  Assets  and  Ob- 
ligations, your  Stocks  and  Bonds,  your  Real  Estate,  your  Bank 
Accounts,  Insurance  Policies,  and  other  business  interests.  A 
place  for  everything-nothing  left  to  chance— down  to  the  re- 
commendations to  your  family  on  what  action  to  take  in  case 
of  an  emergency.  A  personal  record  not  available  at  any  store. 
Yours  for  only  $1 

Please  send  me  the  following  items  as  indicated: 
n  Check  Box  and  Order  All  6  Items  for  Price  of  5— Pay  only  $5  Total 
Quanlily  ITEM  Cost  Each       Total  Cos! 


A    Wallet  Investment  Secretary 

B    Slock  Certificale  Holder 

E     $5,50  Stock  Computor 

C    "What  My  Family  Should  Know" 

H     Instant  Stock  Commission  Calculator 

P    Week-to-Week  Investment  Action 

I  enclose  cash,  check  or  money  order  for  $  _ 


NAME- 
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-STATE- 
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NOW...COMPUTER  BASED 
SUPERVISION  FOR  YOUR 
PORTFOLIO  OF  $10,000- 
$100,000. 

Roger  E.  Spear,  Investment  Advisor,  has 
developed  a  practical  way  for  your  portfolio 
to  be  put  under  professional  supervision. 
Serving  clients  in  all  50  States  and  21  for- 
eign countries.  Spear  &  Staff  employs  the 
skills  of  investment  specialists,  expert  re- 
search and  third  generation  computer  facili- 
ties to  analyze  facts  and  help  make  timely 
decisions. 

Mr.  Spear's  Decision  Management  Plan  has 
proved  particularly  helpful  in  achieving  con- 
servative capital  growth  for  busy  people 
who  appreciate  the  risks  and  seek  the  re- 
wards of  a  professionally  managed  common 
stock  portfolio. 

For  complete  information  send  for  our  32- 
page,  complimentary  booklet,  "Declare  Your 
Own  Dividends." 

SPEAR  &  STAFF,  INC. 

Investment  Management  Div. 

Dept.  MF515 

Babson  Park,  Mass.  02157 

Please  mail  to  me  at  once  your  compli- 
mentary 32-page  booklet  "Declare  Your  Own 
Dividends."  Confidentially  my  account  would 
amount  to  $ 

NAME , 


STREET. 
CITY 


STATE. 


^IP_ 


MONEY 

GROWS  FASTER 

IN  MEXICO 

Contact  us,  without  obli- 
gation, for  complete  infor- 
mation on  investment 
opportunities  in  Mexico. 
Supervised  investment  ac- 
counts can  yield  secure 
monthly  income  as  high 
as  10.5%  net.  Also  offer 
unusual  possibilities  for 
capital  growth. 

The  Mexican  financial 
climate  is  good  for  your 
wealth. 

mexletter 

Investment  Counsel 
Hamburgo  165,  Mexico  6,  D.  F. 


TECHNICIAN'S  PERSPECTIVE 

by  JOHN  W.   SCHUL2* 

Support  Potentials 


Back  on  Feb.  9  when  the  Dow-Jones 
industrials  dropped  through  their  No- 
vember 1967  reaction  low  at  849.57, 
followers  of  the  Dow  Theory  could' 
recognize  a  "bear-market  signal,"  the 
second  such  signal  in  less  than  two 
years.  Because  it  "flashed"  after  the 
Dow  had  conspicuously  failed,  in 
1967,  to  better  its  previous  (1966) 
bull-market  high,  it  was  regarded  by 
some  observers  as  an  indication  that 
the  bear  market  of  1966  had  been 
merely  interrupted  by  a  one-year  rally 
and  was  about  to  resume  and  carry  to 
much  lower  levels. 

As  readers  of  this  column  may  re- 
call, there  were  some  basic  reasons  for 
thinking  that  the  February  bear-mar- 
ket signal  would  prove  to  be  false 
(  Forbes,  Mar.  1 ) .  And  it  was  easy 
enough  to  demonstrate  that  the  1967 
bear-market  rally  thesis  had  some  sem- 
blance of  validity  only  if  one  ignored 
the  evidence  of  the  comprehensive 
price  indices,  such  as  the  Standard  & 
Poor's  industrials,  the  New  York  Stock 
Exchange  all-common-stock  compos- 
ite, and  the  NYSE  industrials,  all 
of  which  repeatedly  scored  new  bull- 
market  highs  last  year  (Forbes,  Mar. 
15).  Now  these  broad  averages  have 
done  it  again:  In  the  second  half  of 
April,  all  three  of  them  bettered  their 
previous  record  highs  and  thus  re- 
affirmed the  view  that  the  bull  market 
from  the  1966  lows  is  still  a  going 
concern. 

The  Real   McCoy? 

But  despite  a  spectacular  gain,  the 
DJ  industrials  last  month  barely  man- 
aged to  top  their  January  intermediate- 
trend  high,  which,  in  turn,  is  located 
nearly  35  points  under  their  1967  re- 
covery peak  at  943.08.  And  at  press 
time,  the  DJ  rail  average,  an  indis- 
pensable element  in  Dow  Theory,  has 
yet  to  "confirm"  the  industrials'  per- 
formance by  climbing  beyond  its  Jan- 
uary rally  top  (237.55).  Thus,  to  the 
hard-bitten  Dow  Theorist,  the  so-far 
disastrously  expensive  February  "sell 
signal"  probably  still  looks  like  the 
real  McCoy.  In  fact,  to  judge  by  some 
comments  I  have  read  lately,  he  is  apt 
to  think  of  the  March-April  buying 
stampede  as  a  "typical  bear-market 
rally,"  because  in  bear  markets  of  the 
past  temporary  price  recoveries  have 
similarly  driven  the  Dow  up  by  more 


"than  10%   within  just  a  few  weeks. 
This  is,  however,  a  very  one-side 
view    because    similar    power    rallie 
have  also  occurred  in  bull  markets 
Objectively   regarded,    they   are   earl 
symptoms    of    intermediate    uptrend 
that    emerge    from    sharply    oversoh 
conditions,    which    materiaUze    fron 
time  to  time  in  bear  markets  and  bul 
markets  alike.  A  buying  stampede  can 
not   be   regarded,   ipso  facto,    as  evi 
dence  that  either  a  bear  market  or  i 
bull   market  is  under  way.   But  in 
bear  market,  the  post-stampede  recov 
ery  usually  lasts  at  most  a  few  weeks 
in  a  bull  market,  it  can  carry  for  sev 
eral  months.   In  the  present  case,  as 
noted  earlier,  the  existence  of  a  bull 
market  is  indicated  by  the  fact  that 
the    broad    price    indices,    which    un- 
questionably  are   more   accurate  rep- 
resentations    of     the     over-all     stock 
market  than  the  Dow,  have  repeatedly 
scored  all-time  highs.  (None  of  them, 
incidentally,  yielded  bear-market  sig-^ 
nals  last  February.) 

A  10%   Range 

From  this  point  of  view,  the  bear- 
market  rally  thesis  has  precious  little 
merit.  On  the  other  hand,  it  would  be 
foolhardy  also  to  read  a  blanket  "buy 
signal"  into  last  month's  reaffirmation 
of  the  bull  market  by  the  comprehen- 
sive price  averages.  As  this  column  has 
been  pointing  out  in  recent  months, 
there  seem  to  be  no  more  reasons  to 
think  that  the  general  price  trend  in 
1968  will  rise  very  far  above  last 
year's  highs  than  that  it  will  go  into  a 
deep  bear  market.  High  interest  rates 
and  a  possibly  flattening  earnings  trend 
after  midyear  could  make  the  aver- 
ages look  pretty  rich  within,  say, 
4% -5%  above  their  January  1968 
highs.  On  the  other  hand,  there  should 
be  enough  constructive  elements  to 
keep  the  averages  from  breaking  their 
respective  March  lows  for  the  rest  of 
this  year,  and  quite  possibly  for  much 
longer.  If  this  concept  is  correct,  the 
stock  market  can  be  expected  to  fluc- 
tuate for  a  good  many  months  within 
a  nearly  flat  trading  range  having  an 
average  amplitude  of  perhaps  as  much 
as  10% -12% — while  investors  argue 
over  whether  the  major  trend  is  up  or 
down. 


•Mr.  Sctiulz  is  a  partner  in  the  New  York  Stocli 
Exchange  firm  of  Wolfe  &  Co. 
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Do  you  really  know 
tlie  company  you  keep 
or  buy,  or  sell? 


Is  your  hard-earned  capital  efficiently  invested  in 
its  stock,  or  do  other  issues  represent  better  values 
for  you  in  terms  of  your  own  personal  investment 
goals? 

Do  you  know  how  the  company  earns  its  money,  how 
much  it  earns,  and  at  what  rate? 


Can  you  quickly  find  out,  without 
obligating  yourself  to  anyone,  the 
trend  and  amount  of  the  company's 
sales,  profit  margins,  book  value, 
earnings,  dividends,  dividend  pay- 
out ratios,  and  price-earnings  ratios 
for  each  of  the  past  15  years? 

. .  .  the  company's  5-year  growth 
rates  for  each  of  the  past  14  years 
and  the  estimate  for  this  year? 
...  or  how  the  course  of  its  cash 
earnings  per  share  relates  to  the 
average  monthly   price   range  per 
share  over  the  past  15  years? 
...  or  what  the  cash  earnings  per 
share  may  average  for  the  period 
3  to  5  years  from  now? 
.  .  .  the  company's  debt  and  prior 
dividend  obligations? 
.  .  .  the  number  of  outstanding 
shares    and    percentage   of   them 
traded  each  month  this  year  and 
in  past  years? 

. . .  whether  company  insiders  have 
been  buying  or  selling  on  balance? 
.  .  .  and  what  mutual  funds  have 
been  doing  in  the  stock? 

Can  you  objectively  appraise  how 
the  stock  IS  likely  to  perform  in  the 
market  (1)  during  the  next  12 
months  ...  (2)  three  to  five  years 
from  now  .  ,  .  (3)  beyond  five  years 
from  now? 


These  are  some  of  the 
questions  investors  ask  in 
to  take  intelligent  decisions. 


many 
order 


If  you  have  the  answers  to  these 
questions  regarding  1400  widely 
held  stocks,  or  if  they  are  readily 
accessible  to  you  in  your  own  home 
or  office,  you  probably  are  already 
a  subscriber  to  The  Value  Line 
Investment  Survey. 

If  you  want  to  have  answers  that 
inform  and  fortify  your  judgment 
and  keep  you  continuously  in- 
formed on  your  investments  after 


you  have  made  them  as  well  as  be- 
fore you  select  them,  you  may  be 
ready  for  the  systematic  investment 
guidance  — the  research,  analyses, 
disciplined  evaluations,  and  recom- 
mendations provided  every  week  by 
Value  Line. 

SEE  FOR  YOURSELF 
-AND  SEE  WHY 

We  invite  you  to  discover  The 
Value  Line  Investment  Survey  for 

yourself  under  our  30-day  money- 
back  guarantee:  If  you  are  dissatis- 
fied with  Value  Line  for  any  reason, 
return  the  material  within  30  days 
for  a  full  and  prompt  refund. 

The  coupon  below  will  bring  you 
every  week,  for  the  term  you  check, 
full-page  reports  on  about  105  dif- 
ferent stocks  and  analyses  of  their 
industry  groups  .  .  .  plus  the  12- 
page  Weekly  Summary  of  Advices  & 
Index,  giving  you  Value  Line's  lat- 
est determinations  of  what  relative 
price  changes  you  can  reasonably 
expect  —  and  when  —  for  each  of 


the  1400  stocks  under  weekly  eval- 
uation by  Value  Line's  70  research 
specialists  .  .  .  plus  the  8-page 
editorial  section,  Selection  & 
Opinion,  which  includes  Value 
Line's  Recommended  Stock  of  the 
week  or  Special  Situation  of  the 
month  and  its  analysis  of  the  busi- 
ness and  stock  market  outlook.  In 
addition,  you  will  receive  Value 
Line's  monthly  Special  Report  on 
Officer-Director  Transactions  and 
the  quarterly  Special  Report  on  In- 
vestment Company  Transactions. 

BONUS  •With  the  annual  or  3- 
month  trial  subscription,  Value 
Line  will  ship  to  you  immediately 
its   2  volume   Investors   Reference 

Library,  which  will  give  you  the  lat- 
est reports  on  all  1400  stocks  that 
have  been  published  prior  to  your 
subscription.  During  the  subscrip- 
tion period  all  1400  full-page  re- 
ports will  be  revised  and  updated 
systematically  every  13  weeks. 

With  Value  Line  in  your  office  or 
library,  you  will  be  able  to  find  ob- 
jective and  current  appraisals  of 
the  stocks  you  buy  ...  or  sell  .  .  . 
or  keep. 


In  fairness  to  regular  subscribers,  who  pay 
$167  a  year  for  The  Value  Line  Investment 
Survey,  we  cannot  make  the  $5  introductory 
subscription  available  to  those  who  have  had 
such  a  4-week  subscription  within  the  past 
six  months. 


3-MONTH  TRIAL-$  44 

(13  EDITIONS) 


jl 1  ONE  YEAR- $167  I 1 

j  I I  (52  EDITIONS)  I I 

I  Send  me  the  complete  service  for  the  term  checked  plus 

I  —as  a  t>onus— the  2-volume  Investors  Reference  Library 

I  consisting  of  Value  Line  sections  published  during  the 

j  13  weeks  preceding  start  of  this  subscription. 

I  D  Payment  enclosed  D  Bill  me 


D 


FOUR-WEEK  TRIAL-$5  ! 

(4  EDITIONS) 


Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service  for  $5.  I  enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


Name  (please  print). 

Address  

City 


AA16-11 


.  State 


Zip 


(Subscription  fees  are  deductible  for  income  fax  purposes.  N.Y.C.  residents, 
please  add  5%  sales  tax:  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

THE  VALUE  LIIVE 

IIVVESTIVIEIVT    SURVEY 

Published  by  Arnold  Bernhard  &  Co.,  Inc. 
5  EAST  44th  STREET,  NEW  YORK,  N.  Y.  10017 

(So  assignment  ol  this  agreement  will  be  made  without  subscriber's  consent.) 
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Loomis-Sayles 
Funds 

No  sales  charge  •  No  redemption  charge 
Select  one  of  these  Funds  to  fit  your  particular  needs 


1 


D  MUTUAL 

FUND  ...  a  balanced  fund 
invested  in  stocks  and  bonds  for 
possible  growth  of  capital  and 
income  —  for  the  conservative 
investor. 


0  CAPITAL 

DEVELOPMENT 

FUND  ...  a  common  stock 
fund  aiming  at  Jong  term  capital 
growth  —  for  the  aggressive  in- 
vestor. 


Write  for  FREE  prospectus  and  literature. 

Name 


Address. 


F5/15CD 


Loomis,  Sayles  &  Company 


L 


Investment  Counsel 

225  Franklin  Street,  Boston,  Mass.  02110 

New  York  •  Philadelphia  •  Washington,  D.C.  •  Detroit 
Chicago  •  Milwaukee  •  San  Francisco  •  Los  Angeles  •  Toronto 


April  26,  1968 


80,000  Shares 


The  William  J.  Burns 
International  Detective  Agency,  Inc. 

Class  A  Common  Stock 

(Par  Value  $1.00  Pec  Share) 


Price  $67.50  Per  Share 


T/iis  announcement  conslilules  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy 
these  securities.  The  offering  is  made  only  by  the  Prospectus,  copies  of  which  may  be  obtained 
in  any  State  from  such  of  the  undersigned  as  may  lawfully  offer  these  securities  in  such  State. 


Smith,  Barney  &  Co. 

locorporated 


Drexel  Harriman  Ripley 

lacorporftted 


Eastman  Dillon,  Union  Securities  &  Co. 
Kidder,  Peabody  &  Co.  Stone  &  Webster  Securities  Corporation 

White,  Weld  &  Co. 


Incorporaied 

Wertheim  &  Co, 
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Probably  the  key  technical  factor  in 
the  over-all  supply-demand  picture, 
and  one  which  argues  powerfully 
against  the  bear-market  thesis,  is  the 
excessively  liquid  position  in  which 
many  institutional  and  other  profes- 
sional investors  were  trapped  by  the 
April  price  explosion.  During  the 
fourth  quarter  of  1967  and  the  first 
quarter  of  1968,  the  mutual  funds 
alotie  increased  their  collective  re- 
serves of  cash  and  equivalents  by  al- 
most $1.7  billion,  or  75%.  Going  into 
April,  these  reserves  equaled  no  less 
than  9.2%  of  the  funds'  total  net  as- 
sets, up  from  8.2%  a  month  before 
and  from  a  1967  low  of  5.1%  (Sep- 
tember). Estimated  on  the  basis  of 
past  norms,  the  funds'  end-March 
cash  position  was  excessive  by  some 
$1.5  billion,  more  than  at  the  October 

1966  bear-market  low  (when  the  cash 
ratio  reached  a  9.7%  record  high). 

Fuel  for  the  Spring  Rally 

Though  the  funds  appear  to  have 
been  heavy  buyers  of  stock  last  month, 
it  is  a  practical  certainty  that  their 
cash  reserves  are  still  embarrassingly 
large.  Allowing  for  substantial  net  pur- 
chases and  a  sharp  percentage  gain  in 
portfolio  value,  but  also  for  continuing 
cash  receipt  from  the  public,  I  would 
guess  that  the  funds'  aggregate  end- 
April  cash  position  was  no  lower  than 
7.5%  of  total  net  assets  and  thus 
above  normal  levels  by  still  more  than 
$1  billion. 

While  further  large  price  advances 
would  most  probably  temper  the  in- 
stitutional rush  to  buy  stocks,  any 
noteworthy  drop  in  the  price  move- 
ment would  tend  to  raise  the  cash 
ratio  swiftly  and  thus  revive  the  pres- 
sure to  get  rid  of  excess  cash.  Consid- 
ering that  the  funds'  net  purchases  of 
common  stock  averaged  under  $300 
million  a  month  in  the  first  quarter  of 

1967  (when  they  were  hell-bent  on  re- 
ducing a  mountainous  cash  reserve), 
their  current  surplus  cash  should  pro- 
vide a  big  cushion  for  any  general 
market  reaction  during  at  least  the 
next  three  to  four  months.  Meanwhile, 
the  funds'  reserves  will  probably  help 
to  keep  the  spring  rally  going  for  sev- 
eral weeks  yet. 

Against  this  background,  investors 
who  feel  they  may  have  missed  the 
boat  can  find  a  good  many  stocks  that 
could  attract  institutional  demand,  be- 
cause they  combine  above-average 
quality  and  above-average  growth  po- 
tential with  below-average  valuation 
of  current  earnings.  One  such  stock, 
in  my  opinion,  is  West  Virginia  Pulp  & 
Paper  (about  45).  If  management 
plans  succeed,  earning  power  could 
be  above  $7  a  share  by  1972  com- 
pared with  close  to  $4  possible  for 
the  current  year.  ■ 
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7/i«M  $ccuri(i»f  were  offered  and  told  outside  the  United  States.  This  advertisement  appears  as  a  matter  ol  record  oitly, 

$60,000,000 

FORD  INTERNATIONAL  CAPITAL  CORPORATION 

5%  Convertible  Guaranteed  Debentures  due  1983 


Convertible  on  and  alter  November  IS,  1968  into  Common  Stock  of,  and  Unconditionally 
Cuaianteed  as  to  Payment  ol  Principal,  Premium,  if  any,  and  Interest  by. 


FORD  MOTOR  COMPANY 


Goldman,  Sachs  &  Co. 
Blyth  &  Co.,  Inc.        The  First  Boston  Corporation        Drexel  Harriman  Ripley       Eastman  Dillon,  Union  Securities  &  Co. 

Incorporated 

Harris  &  Partners  Inc.        Kidder,  Peabody  &  Co.        Lazard  Freres  &  Co.       Lehman  Brothers       Loeb,  Rhoades  &  Co. 

Incorporated 

Merrill  Lynch,  Pierce,  Fenner  &  Smith         Salomon  Brothers  &  Hutzler         Smith,  Barney  &  Co.         Dean  Witter  &  Co. 

Secnritles  Underwriter  Limited  Incorporated 

Wood,  Gandy  &  Co.,  Inc.     A.  E.  Ames  &  Co.     Arnhold  and  S.  Bleichroeder,  Inc.     Bache  &  Co.     Bear,  Stearns  &  Co. 

Incorporated  Incorporated 

Barnham  and  Company  Clark,  Dodge  &  Co.  Dominick  &  Dominick,  The  Dominion  Securities  Corporation 

Incorporated  Incorporated 

Greenshields  &  Co  Inc  Hallgarten  &  Co.  W.  E.  Hutton  Underwriting  Ltd.  Ladenburg,  Thalmann  &  Co. 


Lepercq,  de  Neuflize  &  Co.,  Inc.     Model,  Roland  &  Co.,  Inc.     New  York  Hanseatic  International  Ltd. 
Baer  Securities  Corporation 


L.  F.  Rothschild  &  Co. 
H.  Hentz  &  Co. 


Bell,  Gouinlock  &  Company,      The  Daiwa  Securities  Co.  America,  Inc. 

Incorporated 

Hirsch  &  Co.,  Nesbitt  Thomson  Securities,  Inc.  The  Nikko  Securities  Co.,  The  Nomura  Securities  Co.,  Ltd. 

Incorporated  International  Inc. 

Royal  Securities  Inc.  Suez  American  Corporation  Swiss  American  Corporation 


Algemene  Bank  Nederland  N.V.  American  Express  Securities  S.A.  Amsterdam-Rotterdam  Bank  N.V. 

Banca  d'America  e  d'ltalia  Banca  Commerciale  Italiana  Banca  Nazionale  dell'Agricoltura 

Banca  Nazionale  del  Lavoro  Banca  Privata  Finanziaria  Banca  Provinciate  Lombarda  Banca  Subalpina 

Banco  Ambrosiano  S.p.A.  Banco  di  Roma 

Banque  de  Bruxeiles  S.A. 

Banque  Rothschild  Banque  de  Suez  et  de  I'Union  des  Mines 

Bayerische  Hypotheken-  und  Wechsel-Bank  Bayerische  Staatsbank 

Berliner  Handels-Gesellschaft         Gunnar  B0hn  &  Co.  A/S 


Bank  fur  Gemeinwirtschaft 

Aktiencesellschaft 

Banque  Lambert,  S.C.S.       Banque  Nationale  de  Paris 


Bank  of  London  &  South  America 

Limited 

Banque  de  Paris  et  des  Pays-Bas 


Baring  Brothers  &  Co., 

Limited 

Bayerische  Vereinsbank  Berliner  Bank 

Alitiensesellschaft 

Burkhardt  &  Co.         Cazenove  &  Co.         Commerzbank 


Aktiengesellschaft 

La  Compagnie  Financiere    Compagnie  Luxembourgeoise  de  Banque  S.A.    Credit  Commercial  de  France    Credit  Lyonnais 


Credito  Italiano 


Dresdner  Bank 

Aktieniesellschaft 

Hambros  Bank 

Limited 

Kjobenhavns  Handelsbank 


The  Deltec  Banking  Corporation 

Limited 

Euramerica-Finanziaria  Internazionale,  S.p.A 


R.  Henriques  jr. 
sbank 
Kuhn,  Loeb  &  Co.  International 


Den  Danske  Landmandsbank 
Robert  Fleming  &  Co. 

Limited 

Holla  ndsche  Bank-Unie,  N.V. 


Deutsche  Bank 

AktienEesellschaft 

Frankfurter  Bank 


Hill,  Samuel  &  Co. 

Limited 

Kleinwort,  Benson  Kredietbank  N.V. 

Limited 

Lazard  Brothers  &  Co.,  Lazard  Freres  &  Cie 

Limited 

Merck,  Finck  &  Co.  Samuel  Montagu  &  Co.  Morgan  &  Cie  International  S.A.  Morgan  Grenfell  &  Co. 

Limited  Limited 

de  Neuflize,  Schlumberger,  Mallet  &  Cie.  Sal.  Oppenheim  jr.  &  Cie  Pierson,  Heldring  &  Pierson 


Kitcat  &  Aitken 
Kredietbank  S.  A.  Luxembourgeoise 
Mees  &  Hope 


Privatbanken  i  Kjobenhavn 
J.  Henry  Schroder  Wagg  &  Co. 

Limited 

Societe  Generale  de  Banque,  S.A. 
Svenska  Handelsbanken 

May  3,  1968 


Rheinische  Girozentrale  und  Provinzialbank  N.  M.  Rothschild  &  Sons 

Skandinaviska  Banken  Societe  Generale 

Strauss,  Turnbull  &  Co. 


Singer  &  Friedlander 

Limited 

Stockholms  Enskilda  Bank 


S.  G.  Warburg  &  Co. 

Limited 


White,  Weld  &  Co. 

Limited 
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Special 

situations 

IS  our 

middle  name 


We'll  send  you  at  least  24  new  Special 
Situations  in  the  next  twelve  months 
for  only  $2.40  a  week . . .  and  review 
them  fortnightly  all  year  'round.  You'll 
always  know  where  Value  Line  stands 
on  each  of  these  24  Special  Situations 
plus  over  100  previously  recommended 
and  still  held. 

You'll  receive  The  Value  Line  OTC  Spe- 
cial Situations  Service  for  one  year, 
under  a  money-back  guarantee  which 
permits  you  to  return  the  material  to 
us  within  30  days  for  a  full  and  prompt 
refund  If  you  are  not  satisfied  with 
your  Service  for  any  reason. 

This  one-year  subscription  will  bring 
you  2  new  Special  Situation  recom- 
mendations each  month,  plus  current 
Supervisory  Reviews,  plus  a  complete 
Summary-Index  with  every  issue  of  the 
performance  record  and  current  ad- 
vices on  all  Specials  still  held. 

In  addition,  you  will  receive  as  a  bonus 
—  at  no  extra  charge— the  Reference 
Volume  containing  Original  Analyses 
for  recommendations  made  in  the  past 
24  months  (48  "Specials")  and  the 
latest  Supervisory  Reviews  for  all 
"Specials"  still  held,  filed  in  a  sturdy 
ring  binder  for  easy  maintenance. 


To:  The  Value  Line 

OTC  Special  Situations  Service 
5  East  44th  Street, 
New  York,  N.Y.  10017 
D   I  enclose  check  or  money  order  in 
the  amount  of  $125  plus  applicable 
sales  taxes. 

D   Bill  me. 

(N.Y.C.  residents,  please  add  5%  sales  tax; 

other  New  York  State  residents,  please  add 

2%   and   applicable  local   sales  taxes.) 

Subscription  fee  is  tax  deductible. 


Name 


Address 


.0T16-11 


City 


State 


Zip 


n  Check  here  if  you  wish  to  receive  the 
Special  Situation  recommendations  via 
collect  telegram  (at  no  extra  service 
charge). 

O  Check  here  if  you  are  a  regular  (one  year 
or  longer  term)  subscriber  to  The  Value 
Line  Investment  Survey. 

Special  Situations  recommended  in  The  Value 
Line  OTC  Special  Situations  Service  in  no 
way  duplicate  those  recommended  once  each 
month  in  The  Value  Line  Investment  Survey 

AJJljL/^  THE  VALUE  LINE 
^•^OTC  SPECIAL  SITUATIONS  SERVICE 

Published  by  Arnold  Bernhard  &  Co.,  Inc. 

5  East  44th  Street,  New  York.  N.Y.  10017 
No  assignment  will  be  made  of  this  agree- 
ment without  subscriber's  consent. 


THE  MARKET  OUTLOOK 

by  SIDNEY  B.  LURIE* 

Money  Makes  The  Mare  Go 


On  broad  view,  it's  obvious  that  the 
increase  in  the  discount  rate  repre- 
sents an  attempt  by  the  Federal  Re- 
serve Board  to  exercise  conventional 
monetary  disciplines:  Higher  interest 
rates  theoretically  can  result  in 
lessened  consumer  buying  because  of 
an  increased  cost  of  credit,  in  less 
liberal  manufacturer  and  retailer  re- 
ceivable policies  because  of  the  higher 
cost  of  carrying  inventories,  etc.  Yet 
I'm  not  certain  that  the  currently  re- 
strictive credit  policy  means  another 
money  "crunch"  similar  to  that  in 
1966.  Then,  the  aim  of  the  Federal 
Reserve  Board  was  to  check  a  capital- 
spending  boom.  Its  main  purpose  to- 
day is  to  protect  the  international 
position  of  the  dollar.  Furthermore, 
the  latest  move  could  have  been  a 
symbolic  gesture  to  the  European 
banking  community,  plus  an  attempt 
to  force  Congressional  action  on  taxes. 
Consequently,  if  we  do  get  a  surtax,  I 
suspect  that  the  Fed  will  change  the 
direction  of  its  credit  policy. 

As  I  noted  in  my  last  column,  spec- 
ulative psychology  is  far  ahead  of  the 
diplomatic  maneuvers  that  started  with 
our  peace  offensive.  But  this  is  natural 
since  we've  had  a  catalyst  which  made 
everyone  realize  that  Vietnam  is  not  a 
bottomless  pit.  Further,  if  Korean  war 
history  is  any  guide,  psychology  will 
continue  to  be  ahead  of  the  facts.  It 
took  about  two  years  after  the  first 
talk  of  peace  for  the  Korean  war  to 
be  settled,  and  the  real  "push"  didn't 
occur  until  Dwight  D.  Eisenhower  was 
elected  in  November  1952.  Actually, 
I  think  the  timetable  this  time  will  be 
much  swifter,  if  only  because  the  war 
has  been  longer,  which  means  the 
pressures  are  greater  on  both  sides. 

After  Vietnam,  What? 

In  turn,  the  foregoing  raises  a  ques- 
tion as  to  what  will  happen  after  Viet- 
nam, for  this  point  is  already  being 
"cranked"  into  the  stock-price  equa- 
tion. Personally.  I  don't  think  we  face 
a  post-Vietnam  recession.  I  believe 
any  readjustment  is  more  likely  to 
be  in  the  nature  of  a  plateau  than 
in  a  decisive  downturn.  For  one  thing, 
not  only  is  our  defense  spending 
likely  to  be  maintained  to  a  great- 
er extent  than  after  Korea  (when 
it  was  cut  15%),  but  defense  spend- 
ing  represents    a   smaller    proportion 


of  our  gross  national  product  today 
than  it  did  15  years  ago.  Secondly, 
-  any  easing  of  credit  pressures  un- 
doubtedly would  be  followed  by  a 
strong  upturn  in  the  residential  con- 
struction industry;  and  state  and  local 
government  spending,  which  has  been 
held  back  by  high  interest  costs,  would 
rise  sharply.  Thus,  without  even  going 
into  the  philosophical  question  of 
whether  we  will  see  a  Marshall  Plan 
for  Asia  or  a  huge  Urban  Renewal 
Program,  it  seems  to  me  that  the  post- 
Vietnam  outlook  is  good. 

Meanwhile,  I  don't  think — as  Wash- 
ington apparently  does — that  we  are 
sitting  on  top  of  an  uncontrollable 
boom.  After  all,  industry  is  still  oper- 
ating at  only  84%  of  capacity  and 
there  are  surpluses  of  many  commodi- 
ties. Furthermore,  first-quarter  con- 
sumer spending  had  the  benefit  of 
three  special  stimulants  via  an  in- 
crease in  the  minimum  wage  rate  and 
higher  federal,  state  and  local  govern- 
ment salaries.  As  a  result,  the  likeli- 
hood is  that  the  increase  in  our  GNP 
that  has  everyone  in  Washington  so 
excited  will  be  of  much  smaller  pro- 
portions from  here  on  out. 

Actually,  I  think  business  is  going 
to  be  comfortably  good  throughout 
1968,  for  the  consumer  has  more  than 
enough  money  to  go  on  a  shopping 
spree  if  he  wishes.  This  is  where  the 
next  major  stimulus  has  to  come  from, 
for  plant  and  equipment  spending  has 
flattened  and  defense  spending  ob- 
viously is  topping  out.  With  our 
economy  now  consumer-dominated 
it's  important  to  remember  that  con- 
sumer buying  will  be  energized  by 
any  lessening  of  the  uncertainties  that 
have  made  headlines.  I'm  not  talking 
about  a  new  boom:  rather,  my  thought 
is  that  it's  just  a  little  too  pat,  a  little 
too  obvious,  to  say  that  the  business 
outlook  is  good  for  the  second  quarter 
but  dim  for  the  second  half. 

Where  does  all  this  leave  the  stock 
market?  Here  are  some  flat  predic- 
tions: 1)  If  Congress  moves  forward 
rather  than  backward,  I  don't  think 
we  have  seen  the  1968  average  highs. 
2)  Yet  I  wouldn't  be  100%  invested, 
for  I  see  last  winter's  sins  of  omis- 
sion and  commission  being  repeated 
again.  3)   I  suspect  that  the  bulk  of 

•Mr.  Lurie  is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Josephthal  &  Co. 
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Some  investors  don't  buy 
jMoody's  "Handbook  of  Common  Stocks'' 
Imtil  after  they've  made  several 
Icostly  mistakes. 


Why  wait? 

Moody's  "Handbook"  costs  only  $12. 
Yet  Moody's  believes  it  could  save 
you-or  help  you  make-hundreds, 
perhaps  thousands,  of  dollars. 

You  can  benefit  from  Moody's  Handbook  whether  you're 
a  conservative  investor  or  are  willing  to  take  big  risks 
with  the  purpose  of  making  big  profits.  It  covers  all  the 
stocks  of  interest  to  most  investors:  practically  every 
stock  listed  on  the  New  York  Stock  Exchange,  on  the 
American  Exchange,  plus  125  important  unlisted  stocks. 
2214  stocks  in  all! 

The  Handbook  includes  plenty  of  significant  facts  for 
each  stock : 


Nature  of  Business 
Ticker  Symbol 
Revenues 
Working  Capital 
Senior  Capital 
Number  of  Shares 
Interim  Earnings 
Price-Earnings  Ratio 


Dividend  Payments 

Period 

Record  Date 

Payment  Date 

Last  Ammint 
Average  Yield 
Price  Range  (Recent) 
Price  Range  (10  years) 


Years  Cash  Dividends  Consecutively  Paid 
Earnings  per  Share  for  Past  3  Years 
Dividends  per  Share  for  Past  3  Years 
Number  of  Institutions  Owning  Stock 
Number  of  Shares  Institutions  Own 

Even  more  data  is  given  for  1000  widely  held  stocks.  A 
full  page  is  devoted  to  each. 

The  Comment  at  the  top  of  each  page  defines  the  qual- 
ity of  the  stock  as  High  Grade,  Investment  Grade,  Me- 
dium Grade,  or  Speculative.  It  includes  Moody's  opinion 
of  what  the  stock  may  offer,  such  as  "better  than  average 
growth  possibilities."  And  highlights  unique  character- 
istics or  possible  drawbacks,  such  as  "Profit  margins 
have  been  slipping  from  competitive  pressures  for  a 
decade." 

A  chart  makes  it  easy  for  you  to  see  how  the  stock's 
price  has  moved  in  relation  to : 

(1)  earnings  per  share 

(2)  dividends  per  share 

(3)  other  stocks  in  the  same  industry 

(4)  Moody's  Industrial  Average 

The  lines  and  figures  on  the  chart  cover  the  last  16  years 
if  the  company  has  been  in  existence  that  long. 

Results  of  Moody's  original  investigations  of  the  com- 
pany are  succinctly  stated  in  three  sections  under  the 
headings  Background,  Recent  Developments  and  Pros- 
pects. 

And  figures  are  given  for  each  of  the  past  eleven  years 
for  all  the  appropriate  categories  mentioned  above,  such 


i  ' 


as  Average  Yield,  Price-Earnings  Ratio,  etc.  plus :  Cash 
Flow  per  Share,  Operating  Profit  Margin,  Net  Income, 
and  Dividend  Payout  per  Share. 

Also  included  are  number  of  stockholders  in  the 
company,  the  names  of  principal  officers,  and  similar 
information. 

And  to  make  sure  just  about  any  investor  can  make 
full  use  of  the  Handbook,  there's  a  section  that  defines 
terms,  tells  what  can  be  determined  from  the  statistical 
tables,  besides  explaining  factors  peculiar  to  certain  in- 
dustries (railroads,  airlines,  utilities,  investment  com- 
panies, and  insurance  companies). 

Other  helpful  information  includes  four  separate 
charts  of  Moody's  Industrials,  Railroads,  and  Utilities 
(each  plotted  against  earnings  and  dividends)  plus  the 
Dow  Jones  Industrials— all  from  1929  on. 

With  these  facts,  charts,  and  comments  on  hand,  isn't 
it  likely  you'll  avoid  many  of  the  mistakes  made  by  un- 
knowing investors?  If  you  look  up  any  of  the  fully  cov- 
ered stocks  in  Moody's  Handbook,  you  won't,  for  exam- 
ple, do  this :  Buy  a  stock  thinking  it  comparatively  safe 
when  unbiased,  professional  investigation  shows  it  en- 
tails considerable  risk. 

You  will  be  able  to  quickly  get  significant  facts  about 
2214  stocks.  You  will  be  able  to  analyze  1000  stocks  in 
any  of  several  ways.  You'll  find,  Moody's  believes,  that 
this  Handbook  can  prove  to  be  worth  many  times  its 
price  for  its  help  in  making  one  single  wise  purchase  or 
sale.  What  is  more,  the  $12  is  tax-deductible. 


1  MOODY'S  INVESTORS  SERVICE,  INC. 
99  Church  Street,  New  York,  N.  Y.  10007 

Please  send  me  Moody's  Handbook  of  Common  Stocks  con- 
taining vital  facts  on  2214  stocks. 

D  Bill  me  $12  plus  a  nominal  amount  for  postage  and  han- 
dling. If  not  completely  satisfied,  I  will  return  the  book  within 
10  days  without  cost  or  obligation. 

D  I  want  to  save  postage  and  handling  cost.  Check  for  $12 
is  enclosed.  If  I  am  not  completely  satisfied,  I  will  return  the 
book  within  10  days,  and  Moody's  will  promptly  refund  $12 
to  me. 


Name  (printed) 


Address 


City 


State 


Zip  Code 

74-68 
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251st  common  dividend 

A  regular  dividend  at  the 
increased  rate  of  Forty- 
seven  and  One-half  Cents 
(47'/2(;')  per  share  has  been 
declared  upon  the  Common 
Stock  of  The  American 
Tobacco  Company,  pay- 
able in  cash  on  June  1,  1968, 
to  stockholders  of  record  at 
thecloseof  business  May  10, 
1 968.  Checks  will  be  mailed. 

C.  A.  Mehos,  Treasurer 

April  30,  1968 
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Sitns^ine  _ 

®KRISP 

Saltine  CRACKERS 


Edison 


announces  its 
320th  Consecutive 
Quarterly  Dividend 
on  Common  Stock 


A  quarterly  dividend  of  $.45 
per  share  on  the  Common  Stock 
of  the  Company  has  been 
declared  payable  June  14, 1968 
to  stockholders  of  record  at  the 
close  of  business  on  May  3, 1 968. 

J.  D.  Gray 
Secretary 

New  York,  April  23. 1968 
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the  emotional  stampede  to  own  com- 
mon stocks  is  now  over.  4)  We  are 
in  a  testing  period  where  the  basic 
issues  will  be  settled.  This  shouldn't 
be  a  particularly  painful  period,  how- 
ever, for  there  is  still  a  lot  of  idle  cash 
searching  for  a  home.  Furthermore, 
the  key  question  is  really  stocks  rather 
than  the  stock  market.  Thus,  I'd  like 
to  highlight  quickly  the  beneath-the- 
surface  considerations  at  work  that 
spell  opportunities  for  the  security 
buyer. 

Youth  &  Money 

One  is  the  fact  that  the  greatest  in- 
crease in  our  population  between  now 
and  1970,  and  1970  and  1975,  will 
be  in  the  big-spending,  big-consuming 
age  groups.  The  18-to-24  and  25-to- 
34  age  groups  will  go  up  sharply  in 
these  two  periods  whereas  the  35-to- 
44  age  group  will  decline.  Another 
factor  revolves  around  the  extremely 
bright  outlook  for  the  building  in- 
dustry, where  the  longer  the  promise 
is  deferred,  the  greater  the  ultimate 
realization.  If  you  don't  think  the  un- 
derlying determinants  are  the  best 
since  the  post-World  War  II  housing 
boom,  check  with  your  local  real-es- 
tate agent.  A  third  beneath-the-sur- 
face  force  revolves  around  the  steadily 
increasing  demand  for  money  as  a 
commodity.  As  a  result  of  pension  and 
profit-sharing  plans  and  steadily  rising 
family  incomes,  instalment  buving  is 
an  accepted  wiy  of  life  With  con- 
sumer debt  traditionailv  the  heaviest 
in  the  age  groups  that  are  now  grow- 
ing the  fastest.  I  don't  think  there's 
any  question  but  that  instalment  debt 
is  going  to  increase  sharply  in  the 
vears  that  lie  ahead. 

How  can  security  buyers  capitalize 
on  these  underlying  trends?  With  most 
of  the  areas  obvious,  I'm  going  to  sug- 
gest two  that  might  not  have  oc- 
curred to  Forbes  readers.  One,  for 
example,  is  the  auto  industry,  which, 
as  I  noted  in  my  last  column,  is 
as  much  a  peace  beneficiary  as  the 
building  industry.  (This  includes  the 
tire  and  accessory  companies  as  well.) 
Another  area  revolves  around  the 
bright  outlook  for  the  companies 
which  supply  that  raw  material  called 
"money."  Sure,  competition  for  auto 
instalment  paper  has  increased  sharp- 
ly in  the  past  decade.  But  the  major 
finance  companies  have  more  than 
offset  this  loss  of  business  with  other 
types  of  paper,  plus  diversification  out- 
side of  the  finance  area.  Similarly,  I 
think  it's  possible  to  exaggerate  the 
impact  of  the  present  money  squeeze 
on  profits  from  finance.  Much  of  the 
industry's  raw  material — money — is 
borrowed  on  a  long-term  basis.  Wit- 
ness the  fact  that  most  finance  com- 
pany profits  increased  in  1966.  ■ 
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The  Funds 


BACK  TO  OILS? 

4E  OF  THE  most  Stable  marriages  in 
ance  used  to  be  that  of  the  mutual 
nds  industn,-  and  the  oil  industry. 
;n  years  ago  the  oils  made  up  well 
er  a  third  of  the  funds'  Favorite  Fifty 
x;k  holdings.  "Assets  in  the  ground," 
cry  was,  particularly  of  the  crude- 
:h  internationals.  "Hedge  against  in- 
tion.  Worldwide  balance!  The  basic 
urce  of  energy !" 

In  recent  years,  however,  the  funds 
ive  drifted  off  to   more   glamorous 
:lds,  such  as  office  equipment,  elec- 
onics,  airlines,  television.  The  small- 
domestic  oils  over  the  past  three 
ars  got  something   of  a   play,  but 
lat   was  caused   by   a   quick  end  to 
isoline  price  wars  and  a  quick  spurt 
the    earnings    of   crude-deficit    re- 
ners  rather  than  by  a  change  in  a  fun- 
amental  attitude  toward  oils.  The  big 
ternational  oil  companies  were  still 
loked  on  as  rather  tame  stuff.  Even 
lOugh  their  earnings  grew,  they  grew 
redictably.   They  didn't   provide  the 
lystery    and    the    surprise    of    many 
then  stocks.  Even  though  all  that  oil 
'as  still  in  the  ground,  even  though 
le   world   was   still   powered   by   oil, 
ven  though  demand  for  energy  was 
rowing  every  year,  the  internationals 
^ere  out  of  fashion.  So  even  though 
le  funds  kept  much  of  their  oil  stocks, 
y  didn't  add  much.  By  last  year  the 
il  stocks — both  domestic  and  interna- 
onal — had  fallen  to  around  20%  of 
K  funds  Favorite  Fifty. 
Coming    Home.    This    year    there 
a  hint  of  a  reconciliation.  Accord- 
ng  to  Vickers  Associates,  which  keeps 
rack  of  which   stocks  make  up  the 
unds'    Favorite    Fifty,    some    of   the 
nost   popular   fund   purchases   in   the 
)ast  few  months  have  been  such  in- 
ernationals    as    California    Standard 
nd  Royal  Dutch.  The  buyers  include 
uch    big   outfits   as    Fidelity   Capital, 
iVellington   and   Supervised   Investors 
rewth  Stock.  True,  not  all  the  inter- 
lationals    are    being    bought.    Texaco 
was  heavily  sold.  And  not  all  the  oil 
itocks  bought  were  internationals.  But 
there  seems  to  be   a   trend   toward   a 
trend    for    big    oil    companies.    Fund 
managers,  of  course,  are  not  eager  to 
tip  what  they're  buying  next,  but  of  a 
dozen  fund  managers  asked  by  Forbes 
about  a  possible  trend  to  oil  stocks, 
none  denied  there  was  one.  Several,  in 
fact,  gave  reasons  for  it.  "The  inter- 
national oils,"  says  James  Hart,  vice 
president   of   Lehman   Corp.,   "are   a 
good  refuge  in  time  of  monetary  trou- 
ble. They're  expert  in  money  affairs, 
and  can   move  money  around   from 
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INDIVIDUAL  STOCK  INDICES 

The  individual  stock  timing  index,  shown  above 
on  EGG  shouts  loud  and  clear  at  "BUY"  locations 
— and  later  shouts  to  place  cautionary  sell  stop 
orders  to  protect  the  profit!  EGG  is  no  exception 
. . .  these  individual  indices  are  doing  the  same 
fantastic  job  of  timing  with  top  stocks  on  the 
NYSE  and  AMEX  including. .. 
Leew't  Mattel  Am.  Research  Dictaphone 
Duplan  Feddert  Cont.  Conn.  Phillips  Indus. 
A«n«t     Guerdon    Cons.  OtG  Redman  Indus. 

Hilton    Sangamo  Monogram  Nat'l  Eq.  Rntl. 

Yes,  WALL  STREET'S  TOP  50,  now  in  3  colors,  has 
truly  made  a  major  breakthrough  in  the  technical 
analysis  of  Individual  stocks,  pinpointing  the  bot- 
toms and  tops  of  large  profitable  swings  with 
uncanny  accuracy  and  clarity! 

SHORT  TERM  &  MAIN  TREND  INDICES 

For  the  21  month  period  through  April  19,  the 
short  term  index  has  provided  long  signals  for  a 
gain  of  431  points  and  short  signals  for  a  gain 
of  377  points.  This  combined  total  of  808  points 
(Dow-Jones  Industrial  Average  points)  was  ac- 
complished while  the  Dow-Jones  Industrial  Aver- 
age showed  a  net  advance  of  40  points!  The 
main  trend  index  reveals  the  balance  of  power 
between  bulls  vs.  bears  every  week — identifies 
direction,  topping  and  bottoming  phases  and 
turning  points. 

BROKER  DIRECTORY 

Includes  names  and  phone  numbers  of  registered 
brokers  throughout  the  United  States  (including 
Klawall)  and  Canada  that  are  anxiously  available 
for  consultation  regarding  signals  given  by  the 
Indices,  —  or  provide  you  with  plotting  figures, 
enabling  you  to  update  the  indices  dally. 

RANKING 

Each  stock  is  ranked  according  to  percentage 
price  appreciation,  showing  at  a  glance  the 
strongest  stocks  among  the  50. 

TELEPHONE  SERVICE 

Daily  plotting  figures  for  all  Indices  are  available 
on  a  3-minute  tape, — 24  hours  a  day,  enabling 
you  to  spot  moves  starting  mid-week. 


SMR  SHORT  TERM  INDEX 

An  invaluable  aid  in  timing...  it  is  revealing 
the  bottoms  and  tops  of  swings  within  the 
main  trend  of  the  market  with  amazing  results! 
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INSTRUCTION  MANUAL 

Buy  and  sell  stop  signals,  short  term  swings 
and  the  main  trend  are  all  explained  with  illus- 
trations and  non-technical  text.  Signals  are 
conservatively  placed,  with  emphasis  placed 
on  protection  through  safety  factors. 

THESE  50  STOCKS 

WALL  STREETS  TOP  50  is  a  dally  basis  chart  service  of  the  50  stocks  showing  the  greatest  potential  for 
large  percentage  profit  according  to  computerized  technical  and  fundamental  criteria.  Some  stocks  have 
been  retained  continuously  for  nearly  two  years.  Price  appreciation  has  exceeded  800% !  The  1967  list 
of  the  20  biggest  percentage  gainers  included  15  of  our  top  50! 

THIS  IS  NOT  AM  ADVISORY  SERVICE.  You  make  your  own  selections  and  set  your  timing  in  accordance  with 
the  indice  signals.  No  buy,  sell  or  hold  advice  is  given.  The  registered  brokers  in  the  Broker  Directory  are 
anxious  to  help  you  if  you  so  desire, — just  give  them  a  call!  Two  years  of  research  and  development  were 
expended  on  the  indices, — they  were  checked  back  through  both  bull  and  bear  markets  and  were  only  recently 
ready  for  publication.  Individual  stock  indices  reveal  past  performance  for  a  minimum  of  7-months,  —  the 
SMR  SHORT  TERM  INDEJ(  and  the  SMR  MAIN  TREND  INDEX  back  to  July,  1966.  We  expect  their  performance 
to  continue  and  we  expect  to  continue  providing  high  performance  stocks.  However,  past  performance  is 
no  guarantee  of  future  performance  nor  will  the  use  of  charts,  indices,  fundamental  or  technical  criteria 
guarantee  profits. 
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MULTIFUND 


AMERICA 


ALo-LoadFund 

Which  Invests  in 

Mutual  Fund  Shares. 

Managed  for 

Capital  Growth 

1V2%  Sales  Charge 

Qualified  Keogh  Plan 

FIRST  MULTIFUND  ADVISORY  CORP 
60  East  42nd  St..  New  York  10017 
(212)661-6611  F5-15 

Please  mail  tree  prospectus  and  tacts. 
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THE  POMONA  PLAN  can  protect 
your  estate  against  inflation  and 
help  reduce  income  and  other  taxes. 
You  free  yourself  and  survivors  from 
financial  management  problems  and  stock 
market  fluctuations  while  receiving  a 
generous  income  in  one  of  several  ways: 

•  An  annuity  paying  a  guaranteed  fixed  rate  for  life. 

•  An  annual  income  based  on  the  net  yield  of 
Pomona's  pooled  investment  funds  (currently 
5.78o/o). 

•  An  annual  income  based  on  an  individual  trust 
tailored  to  your  desires. 

You  have  the  satisfaction  of  knowing 
your  gift  dollars  are  productively  at  work, 
and  that  they  will  forever  help  promising 
students  and  will  establish  an  enduring 
memorial  in  your  name. 

INVESTIGATE.  Write  today  for  a  free  copy  of 
"Pomona  College  Annui^  and  Life  Income 
Plans." 

POMONA  COLLEGE 

Rm.  204A,  Sumner  Hall,  Claremont,  Calif.  91711 
Founded  1887.  Resources  over  $58,000,000 


country  to  country." 

Others  cite  price,  particularly  in 
comparison  with  the  domestic  oils. 
"The  internationals  are  unduly  under- 
priced,"  says  D.  George  Sullivan,  exe- 
cutive vice  president  of  the  Fidelity 
group.  "The  domestics  were  exploited 
marketwise  during  the  last  three  years 
while  the  internationaJs  weren't.  This 
means  right  now  they  are  under- 
valued." 

Others  are  interested  in  earnings. 
While  the  earnings  of  the  internation- 
als have  increased  an  average  of  al- 
most 30%  over  the  past  four  years, 
firmer  crude  prices  abroad  have  made 
recent  advances  more  dramatic.  For 
the  first  quarter  of  this  year  the  inter- 
nationals were  among  the  industry 
leaders,  with  increases  in  earnings  of 
12%  to  15%.  "The  earnings  are  com- 
ing through  in  strong  fashion,  and  will 
probably  hold  for  the  rest  of  the  year," 
says  Walter  M.  Cabot,  senior  vice 
president  of  Wellington. 

But  strong  product  demand,  good 
earnings,  low  price/ earnings  ratios, 
and  worldwide  balance  are  not  new  in 
the  oil  industry,  especially  for  the 
internationals.  It  may  all  be  true  this 
year,  but  it  was  also  true  last  year  and 
the  year  before.  Why  buy  them  now 
and  not  then?  One  man  particularly 
frustrated  by  the  question  is  George 
Walther,  assistant  manager  of  share- 
holder relations  for  Standard  Oil  of 
New  Jersey.  It's  his  job  to  get  and 
keep  the  institutions  interested  in 
Jersey's  stock.  "The  funds  should 
have  picked  on  the  internationals  three 
years  ago,"  Walther  says.  "They  are 
supposed  to  anticipate  the  market  by 
six  months,  or  at  least  that's  what 
people  say.  But  they  haven't  done 
that  with  us.  Why  the  hell  they  didn't 
recognize  the  internationals  last  year 
is  beyond  me." 

Group  to  Group.  The  fact  that  the 
funds  haven't  been  buying  internation- 
al oils  heavily  in  the  past  few  years  is 
probably  as  good  a  reason  for  their 
renewed  interest  as  any  other.  The  air- 
lines have  been  played  out,  and  so 
have  the  color-TV  stocks.  Office 
equipment  and  electronics  are  still 
popular,  but  they  may  never  become 
any  more  popular.  The  funds  need  a 
new  group,  and  being  big,  they  need 
a  big  new  group.  "I  could  list  several 
reasons  why  I  think  the  internationals 
are  a  good  buy,"  says  Wellington's 
Cabot.  "But  none  of  them  are  any- 
thing new.  What  you're  probably  see- 
ing is  simply  a  concern  about  high 
price/ earnings  multiples.  Generally 
the  funds  are  shifting  from  group  to 
group,  area  to  area,  looking  for  more 
value."  Lehman's  Hart  concurs,  de- 
scribing it  as  "the  rotating  nature  of 
the  market." 

Whether  the  funds'  interest  in  the 


How  to  place 
your  portfolio 

under  investment 
management 
starting  with 

^s  little  as  $5,000 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
investment  goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Flan. 
It  has,  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000— on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  $100  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 10-year"performance  record, "and  how 
it  may  help  younow,  simply  write  Dept.A-39. 

THE  Danforth  Associates 

Wellesley  hills,  Mass.,  U.S.A.  o2i8 I 

Investment  Management    .    Incorporated  1936 
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METHOD  IS  NOW   ON 
ELECTRONIC   COMPUTER 

COVERS  ALL  NYSE  AND  ASE  STOCKS-GivIng 
you:  Full  Name  of  Stock  •  Reference  Point  (Lost 
Entry  On  Chart)  •  RecorcJable  Price  Changes 
(Daily  Price  Changes)  •  Buy  or  Sell  Signols 
•  Price  Obiectives  •  Stop-Loss  Points  •  Relative 
Strength  Figure 

Now  after  two  full  years  of  programming  for 
the  electronic  computer,  you  will  be  able  to 
receive  each  week  the  all  new  12  page  Chart- 
craft  Weekly  Service  by  Electronic  Computer. 
The  complete  Chartcraft  Method  of  Point  and 
Figure  Trading  has  been  programmed  and  we 
can  now  give  to  our  subscribers  highly  accu- 
rate, complete,  and  timely  3  box  reversal  point 
and  figure  information. 

You  get  clear  unhedged  advice  when  you 
subscribe  to  the  Chartcraft  Weekly  Service. 
We  may  not  be  right  all  the  time,  but  you 
don't  have  any  "ifs,  ands  or  buts"  when  we 
tell  you  the  market  is  going  up  or  down.  You 
can  compare  your  holdings  to  our  weekly  re- 
ports to  see  price  objectives  and  stop-loss 
points — buy  and  sell  signals.  See  what  the 
P&F  charts  say  about  your  stocks. 

Chartcraft  is  one  of  the  largest  Point  and 
Figure  Service  Publishers  in  the  country,  serv- 
ing both  the  trader  and  investor  with  precise 
market  information  for  over  21  years. 

4  WEEK  rHIAL  AND  CH4ltrCR4n' 
METHOD  BOOK  ONLY  HO 

When  you  take  a  4-week  $10  trial  to  the 
Chartcraft  Weekly  Service  we  will  also  send 
you  as  a  bonus  by  First  Class  Mail,  the  112- 
page  best  selling  Chartcraft  Method  book.  This 
book  regularly  sells  for  $3.95.  Just  send  your 
check  today  —  SIO  for  a  4-week  Trial  —  to 
CHARTCRAFT,  INC..  Dept.  F-162,  1  West 
Ave..   Larchmont,    N.Y.   10538. 

N.Y.   Citv  add  5%   Tax.    N.Y.   State  2%. 
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interaadonals  becomes  a  full-fledged 
trend  remains  to  be  seen.  If  it  does, 
the  internationals  could  be  in  for 
quite  a  boost.  Baker,  Weeks  &  Co.'s  oil 
analyst.  Dillard  Spriggs,  who  is  more 
interested  in  public  buying  than  fund 
buying,  says:  "I  don't  see  any  evi- 
dence that  the  internationals  are  gen- 
erally in  fashion  among  the  public. 
But  I  think  they're  about  to  be." 
Fund  buying  is  so  important  in  the 
market  these  days  that  the  funds,  li 
they  cant  anticipate  and  predict  mar- 
ket activity  over  six  months  in  the 
future,  can  at  least  help  to  call  the 
tune. 

NOT   AGAIN! 

For  the  second  time  in  three  years, 
Channing  Financial  Corp.  has  seen  a 
merger  blow  up  in  its  face.  In  1965, 
Channing  was  ready  to  sell  out  to  the 
i.e.  Penney  Co.,  when  Penney  decided 
it  wasn't  such  a  good  idea  after  all. 
Last  month,  Channing  had  an  even 
firmer  deal  to  sell  out  to  Franklin  Life 
Insurance  Co.  (Forbes,  Apr.  15,  p. 
84). 

The  merger  is  now  finished  forever. 
Just  as  it  was  about  to  be  consum- 
mated, into  the  picture  stepped  Abe 
Pomerantz,  a  lawyer  who  has  made  a 
highly  successful  career  representing 
shareholders  in  lawsuits  against  fund 
managers.  On  Apr.  4  and  Apr.  9, 
clients  of  Pomerantz  instituted  two 
shareholder  derivative  suits  against 
Channing.  The  suits  were  of  a  familiar 
kind:  among  other  points  they  main- 
tained that  Channing's  management 
fees  were  too  high,  and  demanded  a 
reduction. 

However,  one  point  was  more  un- 
usual. Channing,  like  other  fund 
groups  with  captive  sales  forces,  owns 
a  seat  on  the  Pacific  Coast  Stock  Ex- 
change. Unlike  the  New  York  Stock 
Exchange,  the  Pacific  exchange  allows 
mutual  fund  managers  to  be  members. 
This  meant  that  Channing  manage- 
ment could  keep  the  commissions  on 
stock  it  bought  through  the  Pacific 
exchange.  These  it  shared  with  its  fund 
shareholders  by  applying  50%  of  them 
against  its  management  fees. 

But  with  the  proposed  acquisition 
by  Franklin,  the  Pacific  Coast  Ex- 
change declared  it  would  kick  out 
Emmet  A.  Larkin  &  Co..  the  Pacific 
exchange  member  firm  owned  by 
Channing.  Reason:  The  Pacific  ex- 
change does  not  allow  insurance  com- 
panies to  own  memberships.  Says 
Thomas  P.  Thelan,  president  of  the 
Pacific  exchange:  "Members  must  be 
predominantly  in  the  securities  busi- 
ness. Once  the  Channing-Franklin 
merger  took  place  the  new  company 
would  be  predominantly  in  the  insur- 
ance business.  You  have  to  draw  the 
line    somewhere."    This    meant    that 


WHICH  FUNDS 

PERFORMED 

BEST?? 

...DURING  THE  1st  QUARTER  OF '68 
...DURING  THE  PAST  12  MONTHS 
...DURING  THE  PAST  5  YEARS 

FundScope,  the  monthly  mutual  fund  magazine  covers  over  300  funds  in  its  May  issue.  This  is  by 
far  the  most  comprehensive  regular  coverage  in  the  industry.  FundScope  takes  a  cold  hard  look  at 
the  performance  results  for  3  vital  periods,  and  comes  up  with  some  exclusive  and  startling  data. 
You'll  see  how  individual  funds  performed  for  each  of  the  3  periods,  which  are  ideal  for  com- 
parison since  we  had  a  rising  market  period,  a  declining  market  period  and  a  mixed  period.  You'll 
see  which  funds  were  the  consistent  top  performers  and  which  were  the  laggards  under  various 
market  conditions. 

INTERESTED  IN  GROWTH??? 

During  the  past  5  years  (1963-67),  all  mutual  funds  tabulated  including  Go-Go  and  No-Load  funds 
grew  over  90%  in  average  value.  However,  31  funds  grew  over  150%,  with  the  top  fund  showing 
better  than  a  350%  increase  in  liquidating  value,  with  all  distributions  reinvested  and  all  costs 
deducted. 

During  the  past  12  months  (ending  3/31/68),  while  the  Dow  Jones  Industrial  Average  was  up 
less  than  1%  (adjusted  for  dividends),  mutual  funds  tabulated  enjoyed  an  average  gain  of  over 
8%. ..in  fact,  one  fund  was  up  127%. ..two  over  90%  and  17  registered  gains  of  more  than  25%. 

During  the  1st  quarter  of  1968,  while  the  market  as  a  whole  was  declining,  16  funds  bucked  the 
trend  and  posted  per  share  gains  in  net  asset  value  up  to  12%. 

FUNDSCOPE  NAMES  ALL  THESE  FUNDS  IN  ACTUAL  ORDER  OF  PERFORMANCE  FOR  ALL  3  PERIODS. 
At  a  glance,  you  can  pick  out  the  TOP  25,  and  better-than-average  performers.  See  how  your  fund 
performed . . .  compare  it  with  other  funds  and  with  the  average  of  all  funds. 

We  think  you  may  be  surprised  when  you  see  the  number  of  new  smaller  funds  unknown  to  the 
general  public  that  appear  in  the  TOP  25. 

INTERESTED  IN  INCOME??? 

You'll  want  to  compare  the  current  yields  of  mutual  funds  as  well  as  their  past  performance.  At  a 
glance,  you  can  see  the  TOP  25  and  BETTER-THAN-AVERAGE  funds  for  income  and  current  yield, 
together  with  their  growth  record. 

You'll  see  that  while  no  single  fund  was  in  the  TOP  25  for  both  Yield  and  Growth  for  the  past 
12  months  or  5  years,  12  funds  were  in  the  TOP  25  for  both  during  the  1st  quarter. 

FUNDSCOPE  SHOWS  ALL  THESE  FUNDS  in  performance  listings  that  are  easy  to  read  and 
understand. 

If  you  want  successful  performance  from  mutual  funds,  let  FUNDSCOPE  provide  you  with  the 
facts  yqu  need  to  find  and  understand  the  trends  and  opportunities.  NO  OTHER  PUBLICATION  IS 
LIKE  FUNDSCOPE.  IT  PROVIDES  INFORMATION  NOT  AVAILABLE  ANYWHERE  ELSE-AT  ANY  PRICE. 
Before  you  buy,  sell  or  switch  any  mutual  fund,  see  for  yourself  why  each  month  over  14,000 
investors,  brokers  and  money  managers,  from  every  state  and  48  foreign  nations,  rely  on  FUND- 
SCCJPE,  the  new  mutual  fund  bible,  to  help  point  the  way  toward  profitable  investing. 
SPECIAL  OFFER:  (New  trial  subscribers  only).  Send  just  $11  and  receive  a  3  month  subscription  to 
FUNDSCOPE  beginning  with  the  May  "Quarterly  Review"  issue,  which  brings  you  right  up  to  date 
with  our  latest  performance  facts  and  figures. 

PLUS  3  BIG  BONUSES 

1.  The  Annual  "1968  MUTUAL  FUND  GUIDE"  with  260  pages  of  vital  data  and  facts  on  more  than 
300  funds,  including  their  addresses. 

2.  "ARE  NO-LOAD  FUNDS  A  BARGAIN?"  FUNDSCOPE's  best  selling  reprint,  updated  for  1968.  Lets 
you  see  for  yourself  how  No-Load  funds  compare  in  performance  with  Load  funds. 

3.  COMBINING  MUTUAL  FUNDS  &  LIFE  INSURANCE  FOR  FINANCIAL  SECURITY.  A  special  reprint 
that  tells  what  is  behind  these  combination  packages  that  are  becoming  increasingly  popular. 

Remember,  FUNDSCOPE  is  the  only  publication  of  its  kind,  and  spotlights  unusual  news  and  fea- 
tures items  out  of  the  ordinary  which  may  mean  dollars  in  your  pocket.  We  do  not  sell  mutual 
funds  or  have  any  connection  whatsoever  with  any  fund  or  related  company.  No  salesman  will  call. 
Not  available  on  newsstands. 

ACT  NOW:  Mail  your  $11  today,  or  if  you  prefer  the  above  offer  with  a  full  14  month  subscription 
send  $35.00  (10  day  full  refund  guarantee).  INCLUDE  ZIP. 

FundScope 

Dept.  F-81 ,  Gateway  East 
Century  City,  Los  Angeles,  Cal.  90067 


FORBES,  MAY  15,  1968 


97 


r.  ROWE  PRICE 
GROWTH  STOCK 
FUND,  INC. 


A  NO-LOAD  FUHD 

Invcstinf,  in  stocks 

carefully  sclocloci  (or  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self  Employed 

Retirement  Plan 

(Kcof'.h  Act) 

Av<iilat}le 


I    T.  RowK  Price  Growlh  Slock  Fund,  Inc. 

IOnn  Cli.irlos  Center,  Dept    B 
Dnitltnore,  Mil.  2I20I  Phona  (301)  539-1992 


I 
I 


I 
I 
I 
I 


.ll». 


Growth 
industry  ^^ 
Shares, 
inc. 


Sinn.  l'J46 


A  MUTUAL  FUND 

INVESTING  IN 

GROWING  COMPANIES 


You  Buy  Direct 

GIS  has  no  salesmen  . . . 
pays  no  commissions 

Prices:  Not  Asset  Value  per  share  plus 
3%  on  investments  under  $2000,  reduc- 
ing to  1%  on  $25,000  or  more. 


Mill  coupon  below  lor  copy  ot  prospectus. 


Growth  Industry  Shares, Inc., Room  1018 
6  N.  Michigan  Ave.,  Chicago,  III.  60602 


Nimt 


Adilr«» 


Clly  Slalt  ZIP 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

m.in.igcd  person. illy  by  our  Partner 

John  W.  Schuiz 

minimum  $50,000  buyinx  power 

Wolfe  &  Co. 

Members  New  YoiK  Stoi  k  txchange 
120  Broadway,  N.  Y.  10005 


Trend 

8.  VALUE 


Channing  would  no  longer  be  able 
to  share  the  Larken  commissions  with 
holders  ol  its  lunds,  and  the  suit  main- 
tains that  the  merger  with  Franklin  is 
therefore  damaging  to  fund  share- 
holders. Pomeranlz  clients  are  also  at- 
tacking Channing's  right  to  sell  its 
management  contract,  a  point  which 
could  lead  to  a  halt'  in  management 
company  sales  and  a  rash  of  suits 
against  those  who  have  already  sold 
out.  In  fact,  a  similar  suit  has  already 
been  filed  against  the  I3reyfus  Corp. 
In  any  case,  Franklin  would  have 
none  of  it.  As  the  acquiring  company, 
it  would  be  liable  lor  any  judgments 
againsi  (banning.  .So  Franklin  backed 
out.  Whether  Channing  will  find  an- 
other buyer  is  questionable,  for  it  is 
unlikely  that  the  suits  will  be  resolved 
for  some  time. 

MORE   THAN    BROTHERHOOD 

Wni;iiii;it  you'rk  a  lumberjack  or  a 
lawyer,  a  deckhand  or  a  dentist, 
chances  are  that  you  belong  to  some 
job-connected  organization.  Whatever 
it's  called,  it's  made  up  of  people  who 
do  the  same  kind  of  work  you  do  and 
thus  should  have  the  same  kind  of 
money  problems.  Wouldn't  it  make 
.sense,  then,  for  such  an  organization 
to  set  up  a  mutual  fund  lor  its  mem- 
bers? 

No,  it  wouldn't,  unless  that  fund 
has  something  special  going  for  it.  For 
example,  the  Teachers  Association 
Mutual  Fund  of  California,  started 
len  years  ago,  has  a  respectable  per- 
formance record,  yet  has  grown  to 
only  $7.7  million  in  total  net  assets. 
That,  however,  looks  pretty  good 
compared  with  the  National  Hdu- 
cation  Association  Mutual  Fund, 
which,  since  its  start  in  1964,  has 
grown  to  only  $10.8  million  in  assets 
even  though  it's  sold  nationwide  in- 
stead of  in  just  one  state.  But  the  really 
big  disappointment  among  occupa- 
tional tunils  is  the  larm  Bureau  Mu- 
tual I  und.  started  in  mid- 1 96.5.  Of  the 
American  Farm  Bureau  Federation's 
1.7  million  members,  onh  .^,000  have 
joineil  the  fund,  which  has  but  $H.} 
million  in  total  net  assets.  The  per- 
formance of  these  three  funds  has  been 
about  average,  and  their  sales  charges 
are  more  than  attractive:  The  Farm 
Bureau  fund  is  no-load,  the  NEA  sales 
charge  is  2%.  and  the  California 
Teachers'  sales  charge  is  4% .  But  none 
of  these  funds  olTers  the  investor  any- 
thing that  a  conventional  fund  does  not 
— save  the  dubious  prestige  of  owning 
shares  in  a  fund  not  available  to  the 
general  public. 

Suddenly  Conservative?  It  would 
seem.  then,  that  a  fund  for  doctors 
would  similarly  languish.  Doctors 
earn      more      money      than      teach- 
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CONVERTIBLES 

278  convertible  bonds  and 

177  convertible  preferred  stocks 

now  currently  traded  can  be  ignored  by 
an  investor  only  to  his  own  detriment.  In 
many  cases  an  intelligently  selected  con- 
vertible can  sharply  limit  risk  on  the  down- 
side, while  providing  iust  as  much  appre- 
ciation  as  the   common  on   the   upside. 

Let  our  R.  H.  M  Convertible  Survey- 
one  of  the  largest  convertible  services  In 
the  country,  and  subscribed  to  by  bankers, 
brokers  and  Institutions  throughout  the 
Investment  world— tell  you  the  whole 
story  of  the  convertible  bond  and  con- 
vertible preferred  stock  and  outline  a 
method  by  which  you  can  profit  from 
the   455   convertibles   currently   traded. 

A  valuable  descriptive  folder  is  avall- 
;il)lc  to  you  free  on  request  and  wUI  be 
sent  without  any  obligation.  Just  mall  this 
.id  with  your  name  and  address  to  "Con- 
vertibles" Dept.  F-2.3,  R.H.M.  Associates, 
220  Fifth  Ave  ,  Now  York.  NY  10001 
Send  today' 
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rORffAMCC, 
CAtirORNIA 


DESIGNER  AND  PRODUCER  OF  PRECISION 
FASTENING  SYSTEMS  AND  ORDNANCE  DEVICES 


Tho  Board  ot  Director  has  declared  a  resular  quarterly  dividend  of 
Five  Cenli  (St)  per  share  on  the  capital  stoch  of  the  Company,  payable 
May  20  19(8  to  itockholden  ol  record  at  the  dote  ol  biisinest  May  6, 
1968 


M.iy  1.  1968 


Wtlllim  H*\f>»rn. 
Secretary 


ARE  YOU  BUND? 

To  opporlunlllci)?  To  niaktou  nmncv?  A  fow  pnsy 
liotirH  of  tttuity  will  put  you  In  posnos.slon  of  ttnowlcdui' 
lo  iirttlorMtaiitl  Ihp  iiiHrkot :  KxHrllnil  capHiilo  Inform*- 
Hon,  ChHrdnR.  KrHphlcally  plcturca  the  "when".  NUr- 
kiM  ilonnlilonii  (from  ■•mimuliillon"  to  "triple  top") 
Inillralo  "lio«".  We  ««ve  you  all  tile  hard  work  In 
Icarnlnii  llie  Irnnii  and  Ircndn.  Whenf  Wlutf  Buy? 
Nollf  Only  f'J  -M   ipluii  lax)   lo: 

TECHNICAL  ANALYSIS 
filA   Rnnde  SI..   NY.    10007 
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ers  and  don't  have  the  great  need  for 
capital  that  a  farmer  does,  but  they 
are  famous  for  their  speculative  in- 
stincts and  most  would  much  prefer 
playing  around  in  the  market  to  tying 
up  money  in  a  mutual  fund.  Yet  last 
year  alone  the  American  Medical  As- 
sociation's mutual  fund  took  in  more 
net  new  money  than  the  total  net  assets 
of  either  of  the  two  teachers'  funds  or 
the  farmers'  fund.  At  year's  end  the 
AVfA  fund  had  assets  of  S54  million. 

The  reasons  for  this  growth  are 
simple.  A  doctor's  office  is  something 
like  a  little  company  that  generates 
high  income.  Any  tax  saving  is  im- 
portant. So  the  AM  A  met  a  dis- 
tinct marketing  need  when,  in  late 
1963,  it  launched  its  Members'  Retire- 
ment Plan  on  a  crash  basis  to  take  ad- 
vantage of  the  new  Keogh  Law.  Under 
that  law  a  self-employed  doctor  (or 
any  self-employed  person)  may  pro- 
vide a  retirement  fund  by  setting  aside 
pretax  income,  providing  he  includes 
his  full-time  employees.  The  AMA 
came  up  with  a  plan  that  consists  of 
an  annuity  fund  and  a  mutual  fund. 
Members  may  split  their  payments  be- 
tween the  two,  choosing  either  the 
annuity,  which  provides  an  income 
guaranteed  by  one  of  four  insurance 
companies,  or  the  mutual  fund,  which 
of  course  is  tied  to  the  ups  and  downs 
of  the  stock  market.  Not  surprising- 
ly, well  over  90%  of  the  money  paid 
into  the  AMA  plan  went  into  the  fund. 

When  a  doctor  enters  a  Keogh  plan, 
he  can  set  aside,  tax-deferred,  up  to 
S2.500  each  year  until  retirement,  at 
which  time  he  draws  out  the  money  at 
lower  tax  rates.  But  there  is  a  com- 
pounding factor:  If  a  doctor  puts 
SI. 000  a  year  into  a  mutual  fund 
thai  grows  an  average  of  5%  a  year, 
at  the  end  of  40  years  his  $40,000  in- 
vestment is  worth  SI  20.000;  but  if 
that  fund  performs  at  an  average  of 
8'/2%,  that  same  540,000  is  worth 
S295,000.  The  doctor  might  dearly  love 
to  put  that  money  in  a  hot  stock.  But 
mutual  funds,  except  under  very  com- 
plicated circumstances,  are  the  only 
equities  eligible  under  the  Keogh  bill. 
.  Of  course,  conventional  mutual 
funds  can  offer  similar  merchandise. 
The  AMA  estimates  that  it  has  nearly 
500  competitors,  which  may  be  one 
reason  why  the  AMA  fund,  despite  its 
growth,  has  only  about  3%  of  the 
eligible  doctors.  Still  more  Keogh  plan 
occupational  funds  are  expected  be- 
cause the  Keogh  law  was  liberalized 
in  January. 

But  will  there  be  more  mutual  funds 
like  NEA's  and  the  Farm  Bureau's? 
Perhaps,  but  the  experiences  of  these 
funds  suggest  that  investors  who  join 
an  occupational  fund  do  it  for  a  better 
reason  than  the  mere  fact  that  it's  their 
"own"  fund.  ■ 
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NO-LOAD 
FUNDS 


(no    broker    tee) 

—  AMERICAN  INVESTORS 

—  IVY  FUND 

-NEW  HORIZONS 

-DREXEL  EQUITY 

—  JOHNSTON  FUND 

-ONE  WILLIAM  ST. 

—  ENERGY  FUND 

-LOOMIS  SAYLES  CAP. 

— PENN  SQUARE 

—  NEUWIRTH 

—MATHERS  FUND 

-SCUDDER  SPECIAL 

-HUBSHMAN  FUND 

—STEIN  ROE  STOCK 
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of  the  28  AGFR  FUNDS? 

AGGRESSIVE 
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FUNDS 

REPORT 


® 


CURRENT    AGFR    REPORT 

Continuously  rates  each  of  28  high-performance  funds.  Coverage  of  important 
actions  within  these  dynamic  new-breed  mutual  funds,  brings  you  an  unbiased 
guide  to  investment  profits. 


SPECIAL   SURVEY:    5    NO-LOAD    FUNDS 

See  how  these  5  strong  mutual  funds  are  easily  equalling  the  12-month 
performance  of  the  28-FUND  AGFR  average. 


iVOW  . . .  Current  report  plus 
Special  Survey  BOTH  $1. 


AC;FR  i.s  a 

eoniplotcly 

unbiased 

monthly 

ncuslottcr 

keeping  you 

abreast  of 

important 

changes  in  28 

fast  growing 

funds. 


Chas.  H.  Thomas  Co.  Dept.  F-  2 
P.O.  Box  667 
LosAltos,  Calif.  94022 

Gentlennen:  I  enclose  $1.  Please  send  me  Cur- 
rent AGFR  Report  plus  survey  of  5  NO-LOAD 
FUNDS  that  are  equalling  the  28-Fund  AGFR 
average. 
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Zip- 
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What  You  Should  Know  Noiv  About 

Successful  BEAR 
MARKET  Strategy 

NOTWITHSTANDING  interim  market  upsurges,  compelling  new  evidence  clearly  indicates  that 
a  primary  bear  market  of  substantial  duration  is  already  firmly  in  the  making. 

Perhaps  the  most  incontrovertible  evidence  of  all— unrecognized  even  by  many  Wall  Street  "ex- 
perts"—is  to  be  found  in  certain  monetary  statistics  which  reflect  the  all-important  availability  oj 
new  money  for  investment  purposes.  These  key  monetary  factprs— which  have  shown  a  truly  remark- 
able correlation  with  the  primary  stock  market  trends  of  the  past  50  years— now  indicate  unmistakably 
that  the  great  primary  bull  market  that  started  during  World  War  II  has  at  last  come  to  an  end. 

THE  DANGER  OF 
''SITTING  TIGHT" 

The  "sit  tight"  kind  of  investing  that  may  work  satisfactorily  during  a  primary  bull  market  could 
prove  very  costly  in  the  market  that  lies  ahead.  Because,  for  the  great  majority  of  stocks,  the  peaks 
attained  in  the  past  year  or  two  may  not  be  seen  again  for  several  years  to  come. 

But  don't  fall  into  the  trap  of  thinking  that  a  primary  bear  market  is  good  only  for  retreating  and 
complaining.  Investment  fortunes  can  be  put  together  during  a  primary  bear  market — 1/  you  know 
what  you're  doing — WITHOUT  resorting  to  such  high-risk  techniques  as  short  selling. 

Indeed,  what  we  consider  the  single  most  important  strategy  adjustment  for  successful  bear  market 
investing  is  also  one  of  the  easiest  to  learn  and  apply. 

If  you  want  a  profit  strategy  of  this  kind,  specifically  geared  to  the  newly  emerging  stock  market 
realities,  you  should  read  at  once — and  then  re-read — the  extraordinary  new  group  of  bear  market 
action  reports  now  being  issued  by  THE  HOLT  INVESTMENT  ADVISORY.  (Be  especially  sure 
to  see  the  basic  strategy  set  forth  in  the  report  titled  "Behind  The  Market's  Facade".) 

5  STOCKS  FOR 
MAJOR  GAINS 

In  this  same  group  of  reports,  HOLT  pinpoints  five  stocks  which  we  believe  now  offer  well-defined 
gains  potential  oj  up  to  100%  or  more — even  in  the  kind  of  market  we  expect  to  unfold.  Three  of 
these  stocks  belong  to  a  group  with  which  you  are  probably  familiar.  The  other  two  belong  to  a  group 
which  now  appears  poised  to  grab  and  hold  the  investment  spotlight  in  the  months  directly  ahead. 
Indeed,  their  recent  superior  price  action  already  reflects  a  potent  re-awakening  among  professional 
buyers  and  company  insiders. 

You  can  receive  the  entire  group  of  reports  outlined  above — as  a  BONUS — with  your  introductory 
six-week  (three-issue)  Guest  Subscription  to  THE  HOLT  INVESTMENT  ADVISORY  ...  the 
truly  professional  service  for  the  private  investor. 

To  accept  this  special  (over  50%  off)  introductory  offer — limited  to  new  Guest  Subscribers  only — 
use  the  coupon  below. 


THE 


imm 


INVESTMENT  ADVISORY 


305    MADISON    AVENUE,    NEW  YORK,    N.Y.    10017 

Please    send    me    everything    promised    above — as    a    BONUS — with    my    six-week    (3-issue)    Guest 
Subscription    to    THE    HOLT    INVESTMENT    ADVISORY.    My    remittance    for    $5    is    enclosed. 

Name 


Address. 


.State. 


(This  subscription  not  assignable  without  your  consent.) 
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EASIER  WAY  TO  TRADE  FOR  BIGGER 

COMMODITY 
PROFITS 

Once-a-week  instructions  to  your  broker  take  care 
of  all  trading  details.  Our  weekly  tetter  tells  you 
where  to  buy,  sell,  take  profits  or  place  stops. 
Learn  how  to  increase  capital  and  income  in  these 
fast  moving  markets  that  enable  your  funds  to 
work  10  times  as  hard  as  in  common  stacks.  Send 
for  free  booklet  and  recent  trading  bulletin  today. 


MANAGED  ACCOUNTS 
Personal  management  under  limited  power  of 
attorney  Is  available  for  accounts,  tr:idlng  in 
commodity  futures.  The  solicitation  of  clients 
is  made  only  through  the  offering  circular, 
copies  of  which  may  be  obtained  from  the 
undersigned  except  In  those  states  wherein 
the  undersigned  is  not  legally  qualified. 


COMMODITY  FUTURES  FORECAST 

90  W    B'way,  New  York  7,  BA  7-6484 


MARKET  TIMING  and 
STOCK   SELECTION 

by   POINT  and    FIGURE  technique 

This  method  of  market  analysis  builds  your 
independent  judgment  in  helping  to  select 
the  right  stocks  at  the  right  time.  Widely 
used  by  professional  traders  and  investors 
in  their  market  operations. 

FREE  ON   REQUEST 

Literature  on  Figure  Charts  of  Stocks  and 
Commodities  ...  a  daily  or  weekly  price 
change  service  .  .  .  and  instruction  material. 
All  vein  be  sent  free  on  request.  Just  write 
for  Portfolio  F.96. 

MORGAN,    ROGERS    &    ROBERTS,    Inc. 
150  Broadway       •       New  York  38,  N.Y. 
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Trends 

d  Tangents 

companies  and  try  to  peddle  their  I 
sicic  division  on  an   operational-fit  I 
basis.  For  example,  one  manufac- 
turer    in     the     automotive     after-] 
market  could  never  make  a  profit] 
from    its    radiator    plants.    It    sold 
them  to  a  company  that  does  busi- 
ness directly  with  the  automakers,  j 
and  those  plants  began  making  a 
profit  almost  overnight." 

Book -of -the -Month   Typewriter. 

Axel  G.  Rosin,  president  of  Book- 
of-the-Month  Club,  is  discovering] 
that  his  mailing  lists  have  other 
uses.  He  recently  offered  Royal 
electric  typewriters,  made  by  Litton 
Industries,  to  a  major  part  of  his) 
subscription  list.  "The  result  wasj 
extremely  good,"  says  Rosin.  He 
denies,  however,  that  the  offer, 
which  allows  subscribers  to  buy  the 
typewriters  over  a  period  of  many 
months  without  "extra"  finance 
charges,  is  initiating  a  broad  pro- 
gram of  changing  BOMC  into  a 
mail-order  house.  "It  was  just  one 
thing  we  tried  which  fitted  in  well 
with  our  readers,"  he  says.  But  he 
adds:  "We  may  try  something  else." 

Where  the  Action  Is.  Most  invest- 
ment companies  have  a  hard  time 
finding  junior  economists  nowadays. 
"All  the  young  economists  want  to 
be  where  the  action  is,"  complains 
one  senior  economist,  "and  the  ac- 
tion is  in  picking  stocks  at  the  go-go 
funds.  So  they  gravitate  toward 
security  analysis."  Part  of  the  action 
is,  of  course,  money.  "You  can't 
buy  the  economy  if  you're  an  econ- 
omist," he  says,  "but  you  can  buy  se- 
curities if  you're  a  security  analyst." 

Charge-a-Plane.  The  McDonnell 
Douglas  Co.,  which  privately  hinted 
that  Lockheed  scored  its  172-plane 
airbus  coup  by  extending  generous 
credit  to  its  customers,  probably 
will  not  only  follow  suit  by  offer- 
ing credit  to  its  DC- 10  customers 
but  establish  a  McDonnell  Douglas 
Finance  Corp.  as  well.  The  smaller 
airlines,  which  are  most  in  need  of 
credit  to  purchase  the  $15.5-million 
tri-jets,  usually  follow  the  lead  of 
United  Air  Lines,  which  finally 
ordered  30  DC- 10s.  In  fact,  it  seems 
that  United  was  the  first  beneficiary 
of  McDonnell's  new  financing  pol- 
icy: United  President  George  Keck 
attributes  his  airline's  decision  to 
"more  favorable  contractual  terms." 


So  far.  Boeing  has  remained  aloof 
from  the  financing  maneuvers. 
"We've  been  selling  the  more  ex- 
pensive 747  without  credit,"  scoffs 
one  Boeing  official. 

Shrimp  Boats,  Yet.  Tiny  Hat- 
teras  Yacht  Co.  of  New  Bern.  N.C., 
is  selling  out  to  giant  North  Ameri- 
can Rockwell,  and  for  Hatteras 
President  David  Parker,  the  deal 
makes  sense.  He  wants  capital  to 
diversify  into  fiberglass  shrimp 
boats,  a  field  which  offers  more 
repetitive  business  than  yachts. 
"Shrimp  trawlers  are  a  concept  we 
had  before  the  North  American 
deal."  he  says.  As  for  North  Ameri- 
can, its  representatives  say  that 
Hatteras"  fine  growth  record  of  al- 
most 35%  a  year  should  give  the 
little  company  S30  million  in  sales 
in  five  years.  But  it  is  hard  to  see 
how  the  acquisition  can  have  any 
real  effect  on  North  American. 
Hatteras  last  year  earned  S67 1.000 
on  Si  1.6  million  in  sales,  while 
North  American  earned  S68.3  mil- 
lion on  almost  S2.5  billion  in  sales. 
For  a  company  bent  on  acquisi- 
tions, no  opportunity  is  too  small. 


OVERSEAS 


Tables  Turned.  The  Japanese 
were  once  known  as  the  world's 
greatest  copiers,  but  times  have 
changed.  Last  month,  reports  Tex- 
tile World,  a  group  of  Japanese 
manufacturers  embarked  on  a  12- 
day  fact-finding  tour  of  their  neigh- 
boring countries  to  investigate  re- 
ports that  Japanese  designs  and 
trade  names  were  being  copied 
without  permission.  The  group  in- 
cluded leaders  in  textiles,  china- 
ware,  costume  accessories  and  con- 
sumer electronic  products. 

Russian  Farm  Exodus.  Victor 
Perevedentsev.  director  of  the  So- 
viet Institute  for  Study  of  Labor  Re- 
*ources.  writes  in  the  monthly  mag- 
azine Zhurnalisi  that  hundreds  of 
thousands  of  Russian  youths  are 
leaving  the  drab  life  of  the  collec- 
tive farm  to  seek  adventure  in  the 
big  cities.  Farm  boys  and  girls,  as 
an  incentive  to  go  to  local  technical 
schools,  are  given  an  "internal  pass- 
port," permitting  them  to  go  any- 
where in  the  Soviet  Union.  Most  of 
them  head  for  Moscow  or  other 
major  cities  where  they  become  bus 
drivers,  waiters  and  the  like.  Pere- 
vedentsev says  this  is  putting  an 
unbearable  strain  on  the  farm  labor 
force  which  now  mainly  consists  of 
"old  men  and  spinsters."  ■ 


Spear  Takes  Another 
Long  Look  at  the 

UtEH 

And  Selects  5  Stocks 
With  Profit  Potential... NOW 


Since  1961  Spear  Research  has  published 
a  near-continuous  series  of  investment 
analyses  on  the  LASER'S  rapier  ray. 

Now,  hardly  one  year  after  their  last  de- 
finitive report,  the  almost  daily  accom- 
plishments in  this  burgeoning  industry 
have  required  a  new  and  revised  edition 
of  THE  LASER:  TURNING  ITS  BEMJ\  TO 
PROFITS.  This  new,  44-page  edition  .  .  . 

. .  .  keeps  you  current  with  the  investment 
opportunities  and  obstacles  in  the  path 
oif  the  most  intense  light  known  to  man- 
kind .  .  .  details  the  dramatic  steps  in 
harnessing  the  granite-crumbling  power 
of  Laser  beams  for  practical  applications 
in  defense,  medicine,  space,  industry, 
communications,  science  and  business. 

.  .  .  reviews  30  companies  engaged  in 
Laser  technology  and  singles  out  for  in- 
depth  analysis  these  5  firms  who  Spear 
Researchers  believe  are  front-runr}ers  in 
the  race  to  focus  their  Laser  beams  on 
profits: 

LASER  STOCK  NO.  1   (OTC) 

LASER  alignment  systems.  Profit  margins 

up  87%  on  11%  climb  in  sales  last  year. 

LASER  STOCK  NO.  2  (OTC) 
Pulsed   and   wave   LASERS.   Photo- 
coagulators   for   medical    market.    Profits 
up  sharply.   1966:  $0.02.   1967:  $0.44  ex- 
cluding extraordinary  items. 

LASER  STOCK  NO.  3  (NYSE) 
LASER  R&D;  Gas  LASERS.  Profit  mar- 
gins climbing.   Net   income  up  23%    for 
1967. 

LASER  STOCK  NO.  4(ASE) 

LASER  hologram  camera;  multiple  photo 

applications.  Sales  up  over  3-fold  since 

1958. 

LASER  STOCK  NO.  5  (OTC) 
Solid  state  and  gas  LASERS.  Cancer 
treatment.    Potential    of    turning    deficits 
into  profits. 

"THE  LASER:  TURNING  ITS  BEAI^  TO 
PROFITS."  focuses  on  the  progress  of  the 
Laser  from  laboratory  to  practical  appli- 
cation —  all  from  the  standpoint  of  the 
investor. 

If  you  are  a  serious  investor,  one  who 
appreciates  the  hard  cash  value  of  good 
information,  this  major  report  will  not  only 
introduce  you  to  the  current  investment 
aspects  of  the  purest,  most  intense,  sharp- 
est light  known  to  man  ...  but  will  also 


bring  you  face-to-face  with  Spear  & 
Staff's  skilled  investment  research  team. 
You  can  obtain  this  complete  report  at 
just  $15,  to  introduce  you  to  the  Spear 
Research  Center  For  Investors,  OR  with- 
out cost  as  a  bonus  with  a  trial  subscrip- 
tion to  the  weekly  Spear  Market  Letter, 
OR  the  every-other-week  Science  Invest- 
ment Reports  ...  OR  releases  of  the  com- 
puter-based COf^-STAT  service. 

The  Spear  Market  and  Group  Trend  Letter 

published  weekly,  since  1939  contains 
news  and  analysis  of  stocks,  group  trend 
studies,  capital  gains  recommendations 
and  market  news  in  general. 

Science  Investment  Reports  is  published 
every  other  week,  covers  major  scientific 
and  technological  developments  of  the 
Electronic  and  Space  Age,  and  analyzes 
their  potentials  for  the  investor. 

COM-STAT  Recommendations  are  airmail, 
special  delivery  releases  weekly  or  oftener 
covering  exclusive  computer-based  funda- 
mental-technical ratings  on  over  400 
stocks  in  70  industry  groups,  emphasizing 
top-rated  stocks. 

Thousands  have  found  these  regularly 
published  reports  helpful  in  keeping 
abreast  of  trends  in  the  market,  and  in 
making  informed  decisions  for  their  port- 
folios. You  are  invited  to  join  us  by  simply 
marking  your  choice,  and  filling  out  and 
mailing  the  form  below. 


r— 1  SPEAR  &  STAFF,  INC. 

I  I    Dept.    RF515 

^--^-'    Babson  Park,  Mass.  02157 

Please  send  me  the  complete  Laser  study  at 
$15  (payment  enclosed),  OR 

□  The  study  "Laser:  Turning  Its  Beam  To 
Profits.  AT  NO  COST  as  a  bonus  with  a 
3-monlh  trial  of  the  Spear  Market  Letter 
at  $30. 

□  The  study  AT  NO  COST  as  a  bonus  with 
a  3-month  trial  of  Science  Investment  Re- 
ports at  $35. 

n  The  study  AT  NO  COST  as  a  bonus  with  a 
3-month  trial  of  COM-STAT  at  $95. 

Name 

Address 

City 

State Zip 

(Subscription  will  not  be  assigned  without 
your  consent  —  pro  rata  refunds  guaranteed 
upon  request  at  any  time) 

□  Check  here  If  you  are  an  investor  with 
more  than  $15,000  In  the  market  and  would 
like  to  be  informed  about  Spear  Invest- 
ment Management.  No  obligation. 


FORBES,  MAY  15    1968 


101 


You  can  earn 


.  regardless  of  time 
funds  remain  ;n  account 

Dividends 
Compounded  Daily 

on  all   accounts  as  follows: 
funds  received  by  us  by  the 
10th  of  any  month  and  held 
9     "XK  to  the  end  of  the  quarter  earn 

from  the  l8t.  Funds  received  by  the  10th  of  the 
month  and  withdrawn  before  the  end  of  the 
quarter  earn  from  the  date  of  receipt  to  the 
actual  date  of  withdrawal.  Funds  do  not  have 
to  remain  in  the  account  a  minimum  of  3  months. 


5 


g^    per  annum 
^%N  base  rate 


5.13% ;.'. 


ON  AU  ACCOUNTS 

Current  Rate 

Equivalent  to 

per  annum  when  prlnci- 
al  and  dividends  remain 
in  the  account  one  year 
and  dividends  are  compounded  daily. 

On  New  Bonus  Accounts 

you  get  an  additional 

_    I     0^     per  annum  on   accounts  held 

\  /  A /O    36  months.    Bonus   accounts 

/     *  must  be  opened   In  minimum 

amounts  of  $1,000  or  in  multiples  of  $1,000. 


Hi  EST.  1937 

Fidelity. 


\     SAVINGS   «  LOAN   ASSOCIATION 

\      Box  1631-22    •    Glendale,  Calif.  91209 

3r  FIDELITY    FEDERAL   SAVINGS 

Q    Please  send  information  about  your  savings  accounts. 
n    Please    send    information    obout   your 
CHECK-A-MONTH    plan. 

NAME 


ADDRESS. 
CITY 


-STATE 

rLEASE  PRINT 


-ZIP- 
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^^  PLEASE  PRINT  ~\ 


181st 
CONSECUTIVE 
QUARTERLY  DIVIDEND 


The  Boord  of  Directors  on  May  1,  1968 
declored  a  quarterly  dividend  of  35 
cents  per  share  payable  June  1,  1968  to 
stockholders  of  record  May  15,  1968. 


(CONTINIFED  FROM   PAGE    18) 

was  used  to  illustrate  the  problems  tli'at 
would  arise  in  a  postwar  transition. 

The  CED  analysis  made  two  points. 
First,  even  with  a  $20-billion  decline  in 
defense  there  would  be  no  great  prob- 
lem, nationally  or  in  particular  regions 
and  industries,  of  making  a  fairly  suc- 
cessful transition  to  nonwar  production. 
Second,  even  with  a  cutback  of  this  size 
there  would  be  no  need  for  difficult  de- 
cisions about  priorities  in  the  use  of  the 
national  output.  What  is  needed  now,  as 
the  CED  statement  makes  clear,  is  not 
to  lock  ourselves  into  a  policy  based  on 
the  "most  probable"  of  many  uncertain 
possibilities,  but  rather  to  prepare  our- 
selves to  respond  wisely  to  the  conditions 
that  emerge. 

— Herbert  Stein 
Chief  Economic  Consultant, 
Committee  For  Economic  Development 
Washington,  D.C. 

Medical  Problem 

Sir:  I  share  your  opinion  that  the  rap- 
idly expanding  developments  in  compu- 
terization and  automation  of  laboratory 
testing  (Forbes,  Mar.  15)  will  result  in 
greater  benefits  to  the  patient.  However, 
I  question  whether  automated  laboratory 
kits  for  doctor's  offices  are  a  desirable 
development  unless  the  personnel  hand- 
ling these  kits  are  fully  trained  and  quali- 
fied to  handle  them.  I  doubt  that  the 
volume  of  tests  from  any  single  doctor 
would  justify  the  expense  of  such  per- 
sonnel. I  am  honestly  concerned  that  the 
detail  men  selling  this  equipment  to  in- 
dividual physicians  will  not  be  aware  of 
the  limitations  of  this  equipment  and 
that  ultimately  the  physicians  who  pur- 
chase this  equipment  will  be  relying  on 
incorrect  test  results. 

— Charles  M.  Blumenfeld,  m.d. 
President, 
California  Society  of  Pathologists 
Sacramento,  Calif. 

There's  a  String 

Sir:  In  your  editorial  (Forbes,  Apr.  1, 
p.  22),  the  following  statement  was 
made:  "From  the  absolutely  unfair 
course  of  indiscriminate  excusing  of  vir- 
tually all  graduate  students,  the  Adminis- 
tration now  goes  to  the  opposite  extreme 
and  eliminates  deferments  for  almost  all 
graduate  work  except  for  doctors  and 
dentists."  From  that,  the  average  reader 
would  deduce  that  members  of  the  medi- 
cal profession  are  given  unlimited  de- 
ferments. 

Doctors  fall  under  a  separate  draft 
law  known  as  the  Berry  Plan.  This  re- 
quires that  upon  completion  of  medical 
school,  internship,  or  in  some  cases,  resi- 
dency, the  individual  doctor  or  dentist 
must  serve  a  period  of  two  years  in  the 
armed  forces. 

— C.  Lankford  Walker 
Richmond,  Va. 


Manufacturers  of  railway  equipment 
products,  steel  forgings  and  castings, 
pit.  Quarry  and  road  building  machin- 
ery, stitched  canvas  and  woven  belting. 


DIVIDEND  NOTICE 

The  Board  of  Directors  of  Poor 
4  Company  declared  a  quarterly 
dividend  of  30  cents  per  share 
on  the  common  stock  payable 
June  1,  1968  to  stockholders  of 
record  at  the  close  of  business 
May  3,  1968. 

A.  J.  FRYSTAK 
Vice  President  4  Secretary 


April  24,  1968 


SOUTHERN 

NATURAL  GAS 

COMPANY 

Birmingham,  Alabama 

Common  Stock  Dividend  No.  117 

A  regular  quarterly  dividend  of  35 
cents  per  share  has  been  declared 
on  the  Common  Stock  of  Southern 
Natural  Gas  Company,  payable 
June  14,  1968  to  stockholders  of 
record  at  the  close  of  busi- 
ness on  May  31, 1%8. 

PETER  C.  SMITH 

Vice  President  and  Secretary 

Dated:  May  1,  1968 


PHELPS 
DODGE 


131st  CONSECUTIVE 
QUARTERLY  DIVIDEND 

The  Board  of  Directors  of 
Phelps  Dodge  Corporation  has 
declared  a  quarterly  dividend 
of  Eighty-five  Cents  (85^)  per 
share  on  its  capital  stock,  pay- 
able June  JO,  1968  to  stock- 
holders of  record  May  17,  1968. 

R.  D.  BARNHART 

Treasurer. 
New  York,  N.  Y. 
May  1,  1968 


These  youngsters  are  in  the  same  boat. 


On  Beaver  Lake,  at  the  Fresh  Air 
Fund's  camping  center  in  upstate 
Dutchess  County,  New  York,  they're 
learning  how  to  pull  together,  to 
help  each  other  along,  to  under- 
stand what  teamwork  and  mutual 
respect  can  accomplish. 

Back  home  in  New  York  City,  in 
their  slum-shut  neighborhoods, 
these  boys  share  something  else. 
Poverty.  And  all  the  problems  and 
hazards  of  trying  to  grow  into 
meaningful  manhood  on  streets  of 
grimy  dreams. 

This  year,  the  Fresh  Air  Fund  is 
giving  15,500  needy  boys  and  girls 
a  chance  to  discover  a  different 
America  at  seven  Fresh  Air  camps 
and  in  the  homes  -of  host  families 
in  Friendly  Town  communities  in 
12  states,  from  Maine  to  Virginia. 


Eight  out  of  every  ten  disadvan- 
taged city  children  who  receive  free 
summer  vacations— without  regard 
to  race  or  religion  or  other  special 
requirements— are  sponsored  by  the 
Fresh  Air  Fund... an  independent, 
non-sectarian  charity  which  de- 
pends, in  turn,  entirely  on  voluntary 
contributions  from  the  public  to 
support  its  programs. 

Won't  you  help  give  summer  to  a 
child.? 


Your  contributions  may  be  sent  to: 
The  Fresh  Air  Fund,  New  York  1 0036 
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eaturing    a 
current 
cross-section 
ofstockswhich 
should  partici- 
pate most  in  the  economic  and 
population  growth  in  the  years 
ahead. 

40  STOCKS  SELECTED 

Forty  stocks  are  carefully  selected  in  these  basic 
investment  categories:  4  Junior  Blue  Chips;  6 
Cyclical  Stocks;  7  Speculative  Stocks;  4  Develop- 
ing Growth  Stocks;  7  Established  Growth  Stocks; 
7  Good  Quality  Income  Stocks  and  5  Over-The- 
Counter  Stocks.  So  no  matter  what  your  invest- 
ment objectives  are,  you  con  use  this  1968  Guide 
to  select  new   buying   opportunities. 

STARTER   PORTFOLIO 

Seven  stocks — one  from  each  basic  category  in 
the  Guide — are  grouped  to  form  a  $10,000 
"Starter  Portfolio."  In  effect,  a  top  stock  in  each 
category  is  selected  to  give  you  a  balanced  port- 
folio combining  in  one  "package"  a  brood  cross- 
section  of  outstanding  current  investment  oppor- 
tinities.  It's  all  on  one  page — but  many  think 
this  one  page  alone  is  well  worth  the  small  price 
of  this  1968  FORBES  Guide. 

COISTIISUOUS  SVPERVISIOIS 

Our  staff  keeps  all  of  its  stock  recommenda- 
tions under  continuous  review  as  a  matter  of 
policy.  Conditions  within  the  economy,  an  in- 
dustry or  a  company  can  change  with  startling 
speed.  A  stock  can  become  vulnerable  to  a  price 
decline  because  it  moved  up  too  quickly  and  is 
overvalued,  or  because  its  earnings  and  growth 
prospects  start  to  slide.  This  "Program  For  Con- 
tinuous Supervision"  gives  you  periodic  reviews 
which  keep  you  continuously  up  to  date  on  the 
investment  status  of  all  40  stocks  selected  for 
this  Guide — as  well  as  immediate  "Sell"  advice. 
Your  participation  in  this  unique  Service  entitles 
you  to  r-ceive  the  Guide  in  a  handsome  loose- 
leaf  binder  in  which  to  file  "Interim  Reviews" 
and  sell  recommendations.  Check  off  the  Con- 
tinuous Supervision  program  on  the  handy  order 
form   below. 

CLIP  AND  MAIL  TODAY! 


Forbes    Investors    Advisory    Institute    Inc. 
60  Fifth  Avenue,  New  York,  N.Y.   10011 


Please  send  me  "FORBES  GUIDE  TO  COMMON 
STOCK  PROFITS"  for  10  days'  free  examination. 
10  days  after  I  receive  it  I  will  remit  $15  iplus 
postage  and  handling)  or  return  the  Guide  and 
owe  nothing.  Add  Sales  Tax  on  New  York  State 
orders. 

O  Check  here  if  you  wish  also  the  "Continuous 
Supervision  Program"  on  all  40  stocks  for  12 
months-add  $25. 

U  Check  here  if  you  enclose  payment  to  save 
postage  and  handling  costs. 


NAME. 


(please  print) 


ADDRESS 


CITY STATE. 


.Zip  Code. 


Wrong  Remedy? 

Sir:  I  don't  agree  with  your  comments 
on  "After  Cars  Crash"  (Forbes,  Apr.  /,' 
p.  21).  Surely  you  are  not  advocating  that 
we  avoid  penalizing  the  negligent  driver 
and  merely  let  him  go  free  to  bang 
another  fender  or  perhaps  murder  some- 
one on  the  highway.  To  throw  out  our 
tort  system  (a  wrongful  act  warranting 
civil  action)  just  doesn't  make  good 
sense. 

Changes  in  the  automobile  insurance 
market  are  needed,  but  the  Keeton- 
O'Conneli  plan  is  not  the  answer  .  .  . 
it  would  actually  penalize  the  good  driver 
and  reward  the  bad  driver. 

— Robert  E.  Collett 
Agency  Director 

The  Millers  Insurance  Group  of  Texas 
Ft.  Worth,  Tex. 

Sir:  Thanks  very  m.uch  for  your  un- 
derstanding and  review  of  our  book. 
After  Cars  Crash.  Your  readership  is 
perfect  for  helping  further  this  important 
campaign  of  cutting  insurance  costs  and 
helping  to  clear  the  log  jams  in  our 
courts. 

— Norman  F.  Guess 
Director,  Editorial  and  Sales 
Dow  Jones-Irwin,  Inc. 
Homewood,  111. 


CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


Name 


Address 


City 


State 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  1001 1 


429th  niFldena 

Pullman 
Incorpomted 

Quarterly  Cash  Dividends 

Consecutively  Paid 

For  100  Years 

A  quarterly  dividend  of  sev- 
enty cents  (70C)  per  share 
will  be  paid  on  June  14, 
1968,  to  stockholdersof  record 
May  17, 1968. 

W.  IRVING  OSBORNE,  JR. 
Chairman  and  President 

Divisions 

Pullman-Standard 

Tra/7mobi/e 

Transport  Leasing 

The  M.  W.  Kellogg  Company 

Swindell-Dressier  Company 

Principal  Subsidiaries 
The  Canadian  Kellogg 

Company,  Limited 
Kellogg  International  Corp, 
Trailmobile  Finance  Company 
Canadian  Trailmobile  Limited 
Trailmobile  de  Mexico,  S.A. 
Standard  Steel  Works,  Inc. 
Unimation,  Inc. 


DIVIDEND  NOTICE 

More  than  765,000  owners  of 
Standard  Oil  Company  (New 
Jersey)  will  share  in  the  earn- 
ings of  the  Company  by  a  divi- 
dend of  85«  per  share  declared 
April  25,  1968  and  payable  June 
10,  1968  to  shareholders  of  rec- 
ord May  9,  1968. 

1968  is  the  86th  consecutive 
year  in  which  cash  dividends 
have  been  paid. 

Standard  Oil  Company 

I  New  Jersey) 


Viv>lw.iHSWHW%v- 


£ssa 


QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISnUfRS 
sCHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 

The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  45#  per  share  on 
the  outstanding  Common  Stock,  pay- 
able on  June  1,  1968,  to  stockholders 
of  record  on  May  10,  1968.  The  transfer 
books  will  not  close. 
April  25.  1968. 
RAMSEY  E.  JOSLIN,  Treasurer 
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DIVISIONS   NATIONJU.  OlSriLLCRS  PRODUCTS  OOL 
US  INDUSTRIAL CHeMICAtS CO 
eRIDCCPORT  BRASS  CO.  •  INTERNATIONM. 
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Occidental 
Petroleum 

Lucky 

Like 

a  Fox 


Above,  the  Fleetwood  Brougham  interior.     Below,  the  Sedan  deVille.    Cadillac  Motor  Car  Division 

Choice  seat  for  a  memorable  "Command  Performance."  This  is  a  particularly 

good  time  to  ask  your  Cadillac  dealer  for  a  "Command  Performance".  .  .  an  ideal  opportunity  to 

take  the  wheel  of  the  elegant  1968  Cadillac  and  experience  the  responsiveness  of  the  largest, 

smoothest  V-8  engine  ever  to  power  a  production  passenger  car. 

Enjoy  Cadillac's  quiet  comfort  and  the  convenience  of  its  many 

power  assists.  Visit  your  authorized  Cadillac  dealer  soon.  A 

"Command  Performance"  test  drive  will  be  yours  for  the  asking,     standard  of  the  world 


No  wonder  we're  broke! 

(and  getting  worse) 

Here  is  what  you,  the  American  taxpayers,  have  authorized  your  government  to  give  or 
"loan"  to  other  nations,  1945  through  1966.  This  was  not  to  win  the  war  (you  had  already 
paid  for  that,  too)  but  since  the  Second  World  War's  end. 

And  if  you  think  it  might  have  been  an  investment  in  the  future,  look  down  the  list 
and  see  how  many  dependable  friends  you  can  find.  Yet  we  are  still  giving  away  more 
billioiij  —  billions  we  haven't  got,  billions  we  have  to  borrow  (and  pay  interest  on)  to 
give  away,  billions  we  desperately  need  at  home. 

Here  are  the  amounts.  What  has  it  all  accomplished.' 


(Federal 


Albania      .     . 

Austria       .     . 

Belgium- 
Luxembourg 

Czechoslovakia 

Denmark    .     . 

East  Germany 

Finland       .     . 

France   . 

Germany  ( 
Republic) 

Berlin    .     . 

Hungary 

Iceland 

Ireland 

Italy       .     . 

Malta      . 

Netherlands 

Norway 

Poland   .     . 

Portugal 

Spain      .     . 

Sweden 

United  Kingdom 

USSR 


$     20.400.000 
1.198.000.000 

2.004.900,000 

193.000.000 

920.500.000 

800,000 

134.400.000 

9.409.600.000 


Yugoslavia 
Europe  Regional 


4.997 

131 

31 

84 

146, 

6.092, 
6, 

2.470 

1.236 
554 
519 

2,004 
109 

9.044 
186 

2.863 

2,735 


.400,000 
900,000 
.500,000 
,000,000 
500,000 
900,000 
100,000 
400.000 
,000.000 
,500.000 
100,000 
300,000 

ooo.ooo 

.900.000 
400,000 
900.000 
.000.000 


Australia    ....  275,300.000 

New  Zealand  .  .  27.700,000 
Trust  Territories  of  the 

Pacific  Islands  .  125,400,000 
British  Solomon 

Islands    ....  400,000 

Tonga  Island       .     .  300.000 


Canada       .... 

Vietnam     .... 

Burma 

Cambodia  .... 
China  (Republic  of) 
Hong  Kong     .     .     . 
Indochina. 

Undistributed 
Indonesia 
Japan 
Korea 
Laos 
Malaysia 
Philippines 
Ryukyu  Islands 
Thailand         ... 
East  Asia  Regional 


36.300,000 

4,590,100,000 
100,600.000 
341,100,000 

4,899,500,000 
41.900,000 


1.535 

834 
3,972 
6,676 

473 

47 

1,925 

340 
1,089 

731 


,200,000 
600,000 
900,000 
.700,000 
400,000 
,500,000 
,000,000 
.600.000 
.200.000 
.800,000 


Afghanistan 

Ceylon 

Cyprus 

Greece 3 

India 6, 

Iran 1 

Iraq   . 
Israel 
Jordan 
Lebanon 
Nepal 
Pakistan 
Saudi  Arabia 
Syrian  Arab 

Republic 
Turkey 
United  Arab 

Republic  (Egypt)    1 

Yemen 

Central  Treaty 

Organization  .     . 
Near  Blast  and  South 

Asia  Regional  1, 

Argentina       .     .     . 

Bolivia 

Brazil 3, 

British  Honduras  . 

Chile 1, 

Colombia   .... 
Costa  Rica      .     .     . 

Cuba 

Dominican  Republic 
Ecuador     .... 
El  Salvador    .     .     . 
Guatemala     .     .     . 
Guyana 
Haiti  . 


Honduras 
Jamaica 
Mexico  . 
Nicaragua 
Panama 
Paraguay 
Peru  .  . 
Surinam 
Trinidad  and  Tobago 
Uruguay  .... 
Venezuela  .  .  . 
Other  West  Indies 
Regional  .... 
Latin  America 
Regional     .     .     . 


346.400.000 

101.500,000 

19,300,000 

749,400.000 

.769,200.000 

,752,000,000 

102,700.000 

,104.500,000 

572,800,000 

87,900,000 

97,800,000 

,079,800.000 

209,100,000 

73.300.000 
,039,800.000 

,133.300,000 
41,800,000 

52,800,000 

,082.300,000 

758,600,000 
460,600.000 
,185,700,000 
4,400.000 
,242.200.000 
834,800.000 
149.000,000 

52,100,000 
320,100,000 
279,600,000 
108,100,000 
209,200,000 

24,400,000 
108,800,000 

88,500,000 

44,300,000 
,068,200,000 
133,100,000 
173,000,000 
106,200,000 
678,900,000 

10,100,000 

52,200,000 

119,400,000 

392,200,000 

3,700,000 

83,100,000 

997,600,000 


Algeria  .... 
Botswana  .... 
Burundi  .... 
Cameroon  .  .  . 
Central  African 

Republic     .     .     . 

Chad 

Congo  (Brazzaville) 
Congo  (Kinshasa) 
Dahomey   . 
Ethiopia     . 
Gabon    .     . 
Gambia 
Ghana    .     . 
Guinea  .     . 
Ivory  Coast 
Kenya    .     , 
Lesotho 
Liberia  .    . 
Libya     .     . 
Malagasy  Republic 
Malawi  .... 
MaU,  Republic  of 
Mauritania     .     . 
Morocco     .     .     . 
Niger      .... 
Nigeria       .     .     . 
Rwanda      .     .     . 
Senegal      .     .     . 
Sierra  Leone 
Somali  Republic 
•South  Africa 

Republic  of 
Southern  Rhodesia 
Sudan    .     . 
Tanzania    . 
Togo       .     . 
Tunisia 
Uganda 
Upper  Volta 
Zambia 

East  Africa  Regional 
Regional  USAID/ 

Africa 
Africa  Regional 

Non-Regional  - 
Total  .     .     . 


179.400,000 

7,400,000 

6,700,000 

27,200,000 

3,500,000 

5,500,000 

2,200,000 

351,000,000 

9,700,000 

317,500,000 

5,800,000 

600,000 

174.800.000 

75,700,000 

28,800,000 

57,200,000 

1.100.000 

241.600,000 

220,000,000 

9,600,000 

11,800,000 

18,700,000 

3,000,000 

584.100,000 

10,600,000 

190,300,000 

5,500,000 

21,500,000 

32,500,000 

52,200,000 

150,600,000 
7,000,000 

108.400,000 
50,000,000 
12,000,000 

487,900,000 

21,000,000 

6.800,000 

36,100.000 

18.400.000 

1,300.000 
76,000,000 

6,462,800,000 


Total, 
all  countries 


$122,358,500,000 
Source:  Agency  for 
International  Development 

•Subsequently  repaid  with  interest 


As  we  said  the  last  time  we  published  such  a  list  —  any  sane 
American  can  write  his  own  editorial  on  this  subject.  Or  obituary. 


Turret  Lathe  using  cut-off  \ 
tool  made  by  Manchester 
Tools,  a  Division  of 
Warner  &  Swasey. 


OU  CAN  PRODUCE  IT  BETTER,  FASTER,  FOR  LESS  WITH  WARNER  &  SWASEY  MACHINE  TOOLS,  TEXTILE  MACHINERY,   CONSTRUCTION   EQUIPMENT 
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69  PRODUCTS 
FOR  METAL  PROCESSING 

Of  the  many  Porter  products,  69  are  manufactured  for  the  metal 
processing  industry  alone.. .from  6  major  refractory  types  to  con- 
veyor belting . . .  from  busduct  to  metal  cutting  saws . . .  from  high 
pressure  hose  to  structural  shapes . . .  from  forged  pipe  fittings  to 
current  collecting  systems.  Call  Porter.  Pittsburgh,  Pennsylvania. 


|]|||||Jj|  H.  K.  PORTER  COMPANY,  INC. 
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ICIDENTAL  PETROLEUM:  What?  Build  another  billion-dollar  company  from 
atch  in  an  industry  already  crowded  with  them?  But  Occidental's  Dr. 
nand    Hammer    has    managed    to    do    just    that — starting    at    age    60. 


Cover   Photo: 
Dennis  Crow 
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•ECH  AIRCRAFT 

sees  the  medium-price  private  plane,  where  it   is 
^■eady  supreme,  as  also  the  best  means  of  growth. 


DIVERSITY  COMPUTING  VS.  COMPUTER  SCIENCES 

(o  little  computer  companies,  both  after  Western  Union, 
!  apt  to  prove  again  what  a  miracle  is  the  tender  offer. 

KNGUET  CONSOLIDATED 

little  Philippine  mining  company  is  about  to 
;come  a  big-time  Bahamas  gambling  operator. 

URT   KLEINER 

Ds  Angeles  takeover  artist  Burt  Kleiner  sees  no  reason 
hy  tired   old   companies   should    be   allowed   to    rest. 

DISON  BROTHERS-SHOE  CORP.  OF  AMERICA 

wo  big  shoe  companies  took  different  growth 
>utes,    one    profitable,    one    much    less    so. 

^ATCH  INDUSTRY 

he  Timex  watch  opened  a  new  market  and  shook 
p  the  whole  watch  industry — including  the  Swiss. 

VG  INDUSTRIES 

low  good  your  progress  is  also  de- 

)ends  on  how  far  you  have  to  go.  • 

^AX  FACTOR 

t  seems  downright  solemn   for  a   cosmetics 
:ompany,  but  it  keeps  up  a  steady  profit  flow. 
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70 
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CATERPILLAR  50 

Demand  up?  Then  expand,  says  Caterpillar 
brass.   Demand   down?  Then   also  expand. 

SPERRY  RAND  54 

By  switching  assets,  the  company  helps  provide  its  own 
capital — and   improves  its  profitability  in  the   process. 

AN  INTERVIEW  WITH   DOW'S  ZOLTAN  MERSZEI  59 

Throwing  light  on  the  disorders  in  France,  the  head  of 
Dow's  European  operations  explains  how  U.S.  compa- 
nies can  pay  wages  twice  those  of  Europe's  companies. 
The    latter,    he    says,    are    often    incredibly    inefficient. 
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WILLIAM  F.  MAY  64 
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HENRY  H.  WILSON  64 

(Chicago  Board  of  Trade) 

GUS  S.  WORTHAM  65 

(American  General  Insurance) 
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In  the  classrooms  of  tomorrow,  many 
text  books  won't  be  books. 

At  GAF,  we're  helping  tiini  dull,  printed  words  into 
exciting  \  isual  ideas  that  don't  have  to  be  forced  through 
a  student's  brain  to  make  an  impression  on  his  mind. 

The  N'oung  lad\  at  the  left  is  studying  new 
developments  in  U.  S.  space  technology  simply  by  looking  at 
3-D  color  pictures  in  an  inexpensive  little  GAF  View-Mastei"® 
stereo  viewer. 

And  there  are  reels  aviiilable  on  hundreds  of  subjects 
including  fine  arts,  natinal  sciences  and  geography. 

The  future  of  the  "new  education  "  is  right  before  our 
e\'es  in  the  hands  of  our  children. 

But  of  course,  the  future  is  GAF's  business. 

And  it's  a  good  business.  In  the  past  three  years  our 
concern  for  the  future  has  tripled  the  size  of  GAF.  It  has  also 
created  exciting  new  products  like  nature-proof  Ruberoid® 
building  materials  and  high-styled  floor  coverings,  advanced 
Gafax\()p\  ing  machines,  new  Anscochrome  color  films, 
automatic  cameras  and  projectors,  and  chemicals  for  eveiything 
fiom  detergents  to  deodorants. 

Because  oin-  name  hiis  not  kept  pace  with  our  growth, 
we  \'e  changed  it.  General  Aniline  &  Film  Gorporation  is  now 
GAF  Coiporation. 

It's  as  simple  as  sa\  ing  G ...  A ...  F  Three  letters  that 
spell  the  future. 


Our  initials  are  now  our  name. 

C  A  F  Corporation.  New  York,  \,  V.  1()()2() 


yUH  MEAN  yUH'LL         ^  '?      *^  7 
SELL  ME  THE  WHOLE     /"^----X    ^ 
GOLDARNED 
BROOKLYN  BRIDGE 
FOR^IOOO? 


THEV  DON'T 
CALL  ME 

BARGAIN  BARNEV 
FOR  NOTH/MG. 


THROW  IM 
TIMES  SQUARE 

AND  I'll 
THINK  ABOUT  IT. 


ANY  IDEA 

HOW  MUCH  THINGS 

HAVE  GONE  UP? 


yUR  COST  OF 
LIVING^  GONE  UP 
MORE  THAN  l6%  IN 
THE  LAST  9  YEARS. 
BUT  THAT  THERE 
BRIDGE  IS  STEEL. 


WHAT5  THAT 
GOT  TO  DO 
WITH  IT? 


STEEL'S  ONLY 
GONE  UP  4%  IN 
THE  SAME  PERIOD. 
YOU  can't  hardly 
FIND  A  BIGGER 
BARGAIN. 


YEAH?  IN  that 
CASE  MAYBE  lb 
BETTER  HANG  ONTO  IT. 


DO  THAT 


■^J-     I  THINK 
l'^)    I'VE  BEEN 
(^Jj  TAKEN. 


<>!. 


^)  United  States  Stec 
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Side  Lines 


but' 


Geo^  Smith 


"The  Life  &  Death.  ..." 

Because  Western  Union  has  been  a  sick  company 
for  so  long,  the  business  community  was  hardl\ 
shocked  by  last  month's  takeover  moves  against 
it  by  two  small  young  computer  companies.  But 
does  anyone  recall  how  powerful  WU  once  was? 

The  first  Dow-Jones  index  in  1884  included  not 
30,  but  only  12  stocks.  Eleven  of  them  were  rail- 
road stocks,  because  railroads  were  where  the  ac- 
tion was  then.  The  1 2th  was  Western  Union. 

The  easy  explanation  is  that  WU  declined  be- 
cause the  written  telegram  declined — and  because 
a  half  century  ago  efforts  failed  to  merge  it  with 
AT&T.  But  the  other  story  is  that  generations  of 
timid  and  unimaginative  management  failed  to 
take  any  real  action  to  diversify  the  company. 

Of  course,  Western  Union's  assets  will  not  van- 
ish after  merger  nor  will  its  business  cease,  but  its 
117-year  history  as  an  independent  corporation  is  finished.  Western 
Union  joins  such  once-great  corporations  as  Central  Leather,  Ameri- 
can Woolen  and  Baldwin  Locomotive  in  a  well-filled  graveyard. 

Decline  &  Fall 

We  at  Forbes  are  very  conscious  of  the  subject  of  decline  and  fall, 
because  last  Sept.  15  we  produced  a  special  issue  for  our  50th  anni- 
versary. Its  theme  was  "Why  some  companies  perish  while  others  pros- 
per; the  lessons  of  a  half  century." 

We  got  an  enthusiastic  response.  Bosses  of  major  corpKJrations  made 
it  required  reading  for  executives.  We  received  scores  of  letters  asking 
whether  the  issue  would  be  available  in  book  form.  Only  the  other 
day,  nine  months  after  the  issue  came  out,  a  reader  wrote  in  saying  that 
he  had  finally  finished  reading  the  issue  and  wondered  whether  it  was 
available  in  hard  cover. 

We  are  pleased  that  a  single  issue  of  the  magazine  had  such  a  long 
life.  Pleased,  too,  because  we  are  planning  a  book-length  version  of  the 
anniversary  issue. 

It* is  tentatively  entitled  The  Life  &  Death  of  the  Great  American 
Corporations.  It  will  be  published  next  year  by  Simon  &  Schuster. 

We're  not  simply  reissuing  the  magazine  in  book  form.  We're  doing 
a  great  deal  of  additional  research  on  the  decisions  that  made  or 
broke  great  corporations.  Staff  Writer  Geoffrey  Smith,  28,  a  native  of 
Cleveland  and  a  1961  graduate  of  Princeton,  is  in  charge.  He  came  to 
Forbes  two  years  ago  after  working  as  an  editor  at  the  publishing  firm 
of  Harcourt,  Brace  &  World.  Assisting  him  in  the  work  are  two  other 
veterans  of  the  anniversary  issue,  Alan  Oransky,  who  works  for  Forbes 
while  finishing  up  his  MBA  studies  at  Columbia,  and  Lillian  Foster,  a 
Vassar  graduate  who  is  a  Forbes  researcher. 

We  are  convinced — and  Western  Union's  fate  confirms  it — that 
among  today's  top  corporations  are  many  of  tomorrow's  dropouts  and 
that  among  the  smaller  ones  are  some  of  tomorrow's  titans.  We  are 
also  convinced  that  businessmen  can  learn  a  good  deal  from  studying 
these  patterns  of  vigor  and  decay.  We  hope  to  make  it  easier  to  under- 
stand them  by  gathering  the  significant  material  in  one  spot  and  by 
thoughtfully  interpreting  it.  ■ 


Night  life,  Lynda  Gloria  at  Le  Chateau  Champlain,  Montreal. 

Convention, 
anybody? 

A  convention  isn't  all  spangles  and  seltzer, 
you  know.  The  body  corporate  needs  space 
for  grouping  in  a  body.  And  more  space  for 
getting  away  from  bodies.  And  all  kinds  of 
audio-visual  paraphernalia  to  help  you  take 
the  big  view  of  things. 

Maybe  that's  why  more  conventions  con- 
vene at  Canadian  Pacific  hotels  (all  11  of 
them,  coast  to  coast)  than  at  any  other 
hotels  in  Canada.  Of  course,  it  may  not  be 
just  that  we  have  more  of  the  conventional 
trappings  to  give  you.  It  just  may  be  the 
unconventional  way  we  go  about  it. 

Convention,  anybody?  Contact  Bill  Gray, 
National  Sales  Manager,  Royal  York  Hotel, 
Toronto,  Ontario. 

CanacHan  Gad^  hotels 
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Trends 

&.  Tangents 


BUSINESS 


Contingency  Funds.  The  pro-_ 
posed  tax  surcharge  would  be  retro- 
active on  corporations'  income,  but 
few  of  them  have  made  provisions 
for  it.  Corning  Glass  and  Xerox  are 
exceptions.  They  have  anticipated 
the  increase  and  already  reduced 
reported  earnings,  adding  the  dif- 
ference to  a  tax  reserve.  Corning 
docked  first-quarter  earnings  $750,- 
000  leaving  $11.4  mUlion  and 
Xerox  knocked  1 1  cents  off  its  per- 
share  earnings,  ending  up  with 
$1.31.  Treasurers  at  both  Corning 
Glass  and  Xerox  know  of  no  other 
company  which  has  allowed  for  the 
tax  hike  and  say  that  the  idea  for 
trimming  earnings  was  inspired  by 
independently  reading  newspaper 
reports  of  the  tax  bill's  progress. 

Press    Release    of    the    Month: 

"Melville,  Long  Island — Due  to  fi- 
nancial considerations,  Merco  En- 
terprises, Inc.,  is  omitting  its  quar- 
terly dividend  at  this  time." 

In  The  Rough.  The  way  of  the 

freelance  inventor  is  hard.  A  cur- 
rent instance  is  a  one-piece  molded 
golf  ball  that,  following  six  years  of 
mostly  fruitless  negotiations  and 
legal  action,  has  just  been  put  on 
the  market  as  the  PCR-Bartsch  ball. 
In  1962,  29-year-old  MIT  gradu- 
ate James  R.  Bartsch  came  up  with 
a  solid-plastic-like  golf  ball  that 
was  almost  indestructible.  But  al- 
though young  Bartsch  met  with  all 
the  major  producers  in  the  $100- 
million  golf  ball  industry,  he  was 
unable  to  reach  an  agreement  with 
such  golf  ball  giants  as  A.G.  Spald- 
ing. The  basic  problem  in  free- 
lancer/corporation dealings  is  that 
the  company  needs  to  know  al- 
most the  exact  formula  of  any  in- 
vention before  it  can  commit  itself, 
yet  it  may  have  the  same  thing  close 
to  perfection  in  its  laboratories. 
Finally,  Bartsch  took  the  ball  to 
little  Princeton  Chemical  Research, 
which  agreed  to  take  over  the  legal 
work  and  manufacture  and  market 
the  ball.  So  far,  PCR  has  spent 
$100,000  in  lawsuits  protecting 
Bartsch's  patent,  a  stiff  tab  for  a 
company  grossing  under  $1  million 


■> 


a  year.  Nonetheless,  Bartsch  says 
he  would  still  take  his  next  inven- 
tion to  a  big  company.  "They  can 
get  it  to  the  market  in  a  hurry,"  he 
says.  "Besides,  the  big  companies 
are  more  conscious  of  public 
opinion  now  and  are  easier  to  deal 
with  than  five  years  ago." 

The  Price  Gap.  One  reason  for 
the  foreign-car  boom  is  that  U.S. 
automakers  keep  upgrading  their 
products  out  of  the  low-price  field. 
Today,  only  American  Motors' 
Rambler  American  is  listed  under 
$2,000,  whereas  at  least  a  dozen 
popular  foreign  models  are.  And 
Detroit's  offerings  keep  getting  big- 
ger and  more  expensive.  For  ex- 
ample, the  lowest-priced  full-sized 
1964  Ford  listed  at  $2,138;  a  com- 
parable 1968  model  is  $2,584,  some 
21%  more.  (And,  because  of  De- 
troit's rising  productivity,  little  of 
that  increase  is  inflation.)  In  con- 
trast, a  Volkswagen's  basic  price  is 
up  only  $104,  to  $1,699,  an  in- 
crease of  6.5%.  But  American  auto 
buyers  seem  to  be  of  two  minds:  As 
sales  of  imported  economy  sedans 
grow,  so  do  sales  of  top-of-the-line 
fully-equipped  U.S.  cars. 

(Continued  on  page  78) 


CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


Name 


Address 


City 


state 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 
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Consolidated 

gets  called 

,alot 
of  names. 


i 


These  subsidiaries  make  up  the  Consolidated  Natural  Gas  CONSOLIDATED 

system,  one  of  the  largest  natural  gas  systems  in  the  world.  NATURAL  GAS 

They  are  suppliers  and  distributors  to  highly  populated,  Indus-  COMPANY 

trialized  areas  of  Ohio,  Pennsylvania,  West  Virginia,  New  York.  The  East  Ohio  Gas  Company, Cleveland,  Ohio 

Within  these  areas  are  many  new. and  expanding  industries.  The  Peoples  Natural  Gas  company,  Pittsburgh,  Pa. 

The  supply  and  distribution  of  natural  gas  to  these  markets  ?:Sr"tc»;%'2«ro;!;r ''■*•''"■ 

through  its  subsidiaries  is  another  growth  prospect  for  CNG.  Lake  Shore  Pipe  Line  Co.,  Cleveland,  Ohio 
FORBES.  JUNE  1,  1?63  11 


You  can  believe  most  things  your  best  friend  tells  you. 
But  when  he  starts  rhapsodizing  about  J&B  — don't  take 
his  word  for  it. 

Take  a  sip  of  J&B  instead. 

You'll  find  the  flavor  is  unique.  Beyond  all  words. 
Beyond  the  scotch  you  used  to  think  was  great. 

Now  that  you've  discovered  J&B's  rare  good  taste, 
be  careful.  Don't  you  fall  into  that  some  trap. 

Don't  start  trying  to  describe  it,  analyze  it,  explain  it. 
Forget  all  the  adjectives  and  just  tell  others  to  try  J&  B  for 
themselves. 

Because  now  you  know  that  only  tasting  is  truly 
believing. 

even  your 
best  friend 
cant  ten  you 
about  It 


The  unique  flavor  of 
J&B  Rare  Scotch 

pennies  more  in  cost 

worlds  apart  in  quality 

the  premium  product  of 

JUSTERINI&  BROOKS 

founded  1749 


,     RARE 

too-/.  SrCHi^BKiES 


What  This  Country  Needs 

Sir:  In  the  article  tracing  the  reas( 
for  the  decline  in  cigar  consumpti( 
(Forbes,  May  15),  you  have  missed 
boat  completely.  The  real  reason  is 
fact  that  ever  since  Cuban  tobacco  be- 
came no  longer  available,  the  qualit\  of 
cigars  has  deteriorated  to  such  an  extent 
that  one  cannot  find  a  decent  cigar  below 
the   30-to-50-cent  price   range. 

Thomas  R.  Marshall's  classic  state- 
ment, "What  this  country  needs  is  a 
good  five-cent  cigar,"  is  unfortunately 
outdated.  But  with  inflation  on  hand  I 
heard  someone  paraphrase  it:  "What  this 
country  needs  is  a  good  two-bit  nick( 
cigar."  As  an  inveterate  cigar  smoker 
am  all  for  it. 

— Ernest  S.  Sears,  M, 
Houston,  Tex. 

Sir:  Your  writer  has  failed  to  get  at 
the  basic  root  of  the  industry's  problems. 
The  industry,  as  1  see  it,  knows  its  faults, 
but  lacks  "spine  and  guts"  to  make  the 
changes.  For  the  most  part,  cigar  distri- 
bution is  controlled  by  an  archaic  sys- 
tem, "franchises."  There  also  exists  a 
gigantic  network  of  "cigar  bootleggers," 
of  which  I  am  unashamedly  a  part,  in 
an  efl^ort  to  help  destroy  the  present  sys- 
tem that  no  longer  has  a  place  in  this 
free  country.  Franchises  prolong  the 
"death  rattle"  of  many  wholesalers. 
Cigar  sales  will  grow,  rightfully,  when 
the  method  of  distribution  is  modernized 
and  certain  packaging  changes  are  made. 
It  is  my  belief  that  "Uncle  Sam "  will 
force  changes  in  the  very  near  future. 
— Philip  Jay  Cohen 
President, 
Central  Candy  &  Tobacco  Co. 
Kansas  City,  Kan. 

A  Better  War? 

Sir:  I  am  not  an  economist  nor  do  I 
have  any  knowledge  of  the  problems  of 
military  spending.  It  does  seem,  how- 
ever, that  when  the  Vietnam  war  is  over 
and  the  significant  turnaround  in  de- 
fense spending  that  Mr.  Eckstein  talks 
about  does  occur  (Forbes,  May  I), 
some  of  the  $20  billion  or  $30  billion 
now  being  spent  on  the  war  could  be 
used  to  help  all  Americans.  Over  I 
million  Americans  from  all  social  and 
economic  classes  will  die  this  year  of 
heart  disease;  likewise,  a  million  more 
will  perish  from  cancer.  [Yet]  total  an 
nual  spending  in  the  U.S.  for  cancer 
research  from  all  sources  is  about  $270 
million.  This  is  only  one-hundredth  of 
what  the  Government  spends  on  Viet 
nam.  Surely  the  Government  could  fim 
no  better  thing  that  it  could  do  for  all 
its  citizens  than  to  relieve  them  of  the 
nightmare  of  these  age-old  killers. 

— Delmer  L.  Byers 

Chairman, 

Society  for  the  Advancement 

of  Medical   Research 

Daytona  Beach,  Fla. 

(Continued  on  page  80) 
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iry  Anne's  no  genius.  But  she  has  a  private  line  to  one. 


y  Anne's  boss  just  asked  her  a 
question  on  Price/  Earnings  mul- 

and  she  came  up  with  the  an- 
T  30  seconds  flat! 
y  Anne  got  her  answer  by  "con- 
;"  via  a  typewriter-like  terminal, 
er  desk,  with  a  third-generation 
jter  hundreds  of  miles  away. 

is  just  one  example  of  the  many 
f  our  new  Reactive  Terminal  Ser- 
RTS),  the  most  advanced  com- 
time-sharing  service  of  its  kind. 

didn't  build  the  computer  or 


terminal.  But  our  Data  Services  divi- 
sion did  supply  the  "heart"  of  the  sys- 
tem—the computer  programs  that 
enable  Mary  Anne  to  get  the  right  an- 
swers, fast. 

While  Mary  Anne  was  asking  the 
computer  her  question,  other  Data 
Services  customers  many  miles  away 
were  asking  it  to  tackle  their  problems 
—all  at  the  same  time.  (This  is  what  is 
meant  by  computer  "time-sharing.") 

Already,  over  30  major  companies 
use  our  RTS  service,  including  stock- 


brokers, manufacturers,  engineers  and 
banks.  And  by  1969,  this  service  will 
be  available  nationally  through  ITT 
data  processing  centers  in  more  than 
20  major  cities. 

The  more  intricate  space-age  elec- 
tronics become,  the  simpler  they  seem 
to  make  life  for  us.  As  simple,  in  fact, 
as  a  Mary  Anne  turning  to  her  terminal 
keyboard. 

International  Telephone  and  Tele- 
graph Corporation,  New  York,  New 
York  10022. 


ITT 


The  woven  building:  5  times  as  tall 
as  the  Empire  State  Building. 


The  weavers  in  Lowell,  Massachusetts  have 
been  famous  for  over  a  century.  But  no 
chambray,  gingham,  or  voile  they  ever 
loomed  holds  a  candle  to  their  latest 
triumph. 

It's  a  weave  of  boron  filament. 

New  processing  techniques  could  make 
boron  a  key  material  of  the  future.  Pound 
for  pound,  it's  got  five  times  the  tensile 
strength  of  steel.  In  filament  form,  it  can  be 
combined  with  metals  or  plastics  to  produce 
a  stronger,  more  rigid  structural  framework, 
at  about  half  the  weight  of  current  ones.  For 


buildings,  bridges,  airplane  frames. 

Right  now,  Avco's  Space  Systems  Divi- 
sion is  developing  a  new  technique  for 
"weaving"  boron  (or  any  other  filament). 
Not  the  kind  of  weaving  you  might  do  with 
cotton -boron  is  far  too  stiff  to  be  inter- 
meshed  in  the  conventional  way.  But  by 
arranging  the  filaments  in  a  special  3-D 
pattern,  with  strands  running  in  three  direc- 
tions, each  perpendicular  to  the  others, 
unique  structures  suddenly  become  a  reality. 

And  Avco  scientists  are  hot  on  the  trail 
of  some  other  astonishing  new  space-age 
materials  as  well.  In  fact,  materials  research 
is  one  of  Avco's  growth  fields  of  the  future. 
All  in  all,  Avco  is  deeply  involved  in  no  less 


than  21  of  the  areas  Forbes  described  n 
cently  as  the  ones  on  the  threshold  of  th 
greatest  dynamism  over  the  next  15  year; 

l^ike  space  exploration.  And  aircraft  er 
gines.  And  broadcasting,  insurance,  financ 
and  medical  research. 

In  a  way,  the  current  term,  "conglome 
ate,"  doesn't  really  describe  us  accuratel 

How  about  a  here-and-now  company  wit 
one  foot  firmly  planted  in  the  future? 


V^^SJ 


Avco  is  50,000  people  moving  ahead    n  a  dozen  growing    expanding  businesses.  Avco  Corporation.  750  Third  Ave.,  N.  Y.,  N.Y.  10017.  An  equal  opportunity  employl 
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"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


BET  YOUR  LIFE 


Here's  a  new  dinner-party  game  for  you. 

The  other  evening  while  eight  of  us  supped  prior  to  a  bit 
of  bridge,  one  of  the  country's  keenest  corporate  brains. 
General  Electric's  CEO,  Fred  Borch,  posed  this  provocative 
question:  "If  you  had  to  bet  your  life  on  being  right,  who 
would  you  say  will  be  the  next  President  of  the  United 
States?" 

Careful  now.  The  question  is  not  "Whom  do  you  want?" 
or  "What's  your  hunch?"  Nor  does  it  permit  a  lot  of  if- 
thises  and  if-thatses. 

Also  present  in  the  group,  mit  wives,  were  the  CEO  of 
one  of  the  nation's  largest  paper  companies  and  a  partner 
in  a  major  Wail  Street  house. 

The  bet-your-life  vote:  5  Rockefeller,  2  Humphrey, 
I   Lindsay. 

A  few  days  later  I  played  the  game  at  a  small  dinner 
with  five  men  that  included  two  who  run  huge  oil  com- 


panies, one  the  nation's  largest  coal  company,  another  a 
major  machinery  manufacturer.  The  bet-your-life  vote: 
4  Humphrey,  1   Rockefeller. 

Most  recently  at  a  luncheon  of  three  Forbes  editors 
and  four  partners  of  one  of  the  biggest  underwriting  firms, 
the  results  were  5  Humphrey,  2  Nixon. 

From  the  Borches'  report  on  previous  occasions  when 
they  played  the  game,  and  from  additional  bet-your-life 
tallies  I  have  since  made,  two  rather  startling  results 
emerge.  Out  of  64  polled  wheels  and  wives,  the  three 
most  publicized  contenders,  those  who  have  been  in  the 
race  longest  received  virtually  no  votes — Nixon,  Kennedy, 
McCarthy. 

Hubert  Humphrey,  with  35  votes,  had  a  better  than 
2-to-I  lead  over  Rockefeller  with  15. 

Again,  remember,  this  poll  was  a  poll  of  prediction,  not 
preference. 


FOR  ONCE,  PAPA'S  RIGHT 


In  recent  issues  of  the  New  Yorker  and  Town  &  Country 
I  noticed  an  advertisement  supposedly  for  men's  dinner 
clothes  which  the  manufacturer  described  as  "informal  for- 
mals."  Behind  a  stitf-looking  father  in  proper  black  was 
an  array  of  young  people  in  a  wild  collection  of  colored 
dinner  jackets  ranging  from  shocking  pink  to  glittering 
gold,  some  with  wide  stripes,  and  the  message  in  the  ad- 
vertisement read  as  follows: 


"Papa's  lived  in  the  same  house  for  the  last 
30  years.  He  stopped  rooting  for  the  Dodgers 
just  because  they  left  Brooklyn.  When  he  goes 
to  Florida,  Mama  has  a  tough  time  convincing 
him  that  planes  are  really  better  than  trains. 
And  he  still  thinks  formal  isn't  formal  if  it 
isn't  black." 
Isn't  it  nice  that,  for  once  anyway,  Papa's  right. 


SEX  IS  CHEMISTRY? 


Who'd  have  thunk  it! 

A  couple  of  the  biggest,  proper-est,  if  not  stuffiest  cor- 
porations in  America  are  featuring  in  their  advertising  full- 
color  spreads  of  the  sexiest  mini-suited  blonde  bathing 
beauties  seen  outside  the  pages  of  Playboy. 

The  companies? 

Enjay  Chemical  and  Allied  Chemical. 

Do  you  suppose  they're  trying  to  say  that  sex  is  merely 
a  chemical  reaction? 


We  hardly  ever  finish 
anything  we  sLin 


CEASE  POLLUTIN' 


So  easy  to  say. 

So  hard  to  do. 

Along  with  'most  everyone  else,  Forbes  has  long  ago 
and  often  come  out  four-square  against  pollution.  We've 
suggested  that  every  company  should  treat  the  disposal  of 
waste,  be  it  a  scrapbasketful  or  a  continuous  riverful,  as  a 
cost  of  doing  business. 

This  problem — like  most,  I  guess — is  not  so  simple  of 
solution.  At  a  Princeton  University  conference  held  a 
while  ago  for  some  100  leaders  in  business,  education, 
and  government,  a  few  aspects  of  the  problem  were 
enumerated  by  the  speakers,  according  to  a  report  in  the 
Princeton  Alumni  Weekly: 

•  the  problem  of  gathering  adequate  water- 
pollution  data  with  regard  to  the  movement 
and  final  disposition  of  wastes,  the  exact  en- 
vironmental effects,  and  the  measurements  of 
frequency  and  duration  of  specific  pollutants; 

•  the  difficulty  of  measuring  costs  against 
benefits; 

•  the  difficulties  in  defining  "purity,"  and 
in  determining  the  degree  of  "acceptable"  im- 
purity that  might  be  allowed; 


•  the  difficulties  in  sorting  out  the  relation- 
ships among  separate  chemical  and  organic  pol- 
lutants, which  may  cancel  one  another  out,  add 
to  each  other's  strength,  or  combine  to  produce 
even  stronger  new  pollutants; 

•  the  difficulties  of  informing  the  public  of 
the  costs  .  .  .  and  of  their  need  to  cooperate. 

•  the  difficulties  in  offering  incentives  for 
industry  to  take  pollution  abatement  measures 
as  long  as  states  have  different  standards  and 
enforcement  measures; 

•  the  difficulties  of  urging  industries  or  gov- 
ernments to  invest  heavily  in  abatement  meas- 
ures before  scientifically  proven  standards  are 
determined. 

The  conference  also  heard  representatives  of 
the  petroleum,  iron  and  steel,  pulp  and  paper, 
coal,  chemical,  and  food  industries  discuss  spe- 
cific problems. 

Despite  the  emphasis  on  existing  pollution 
problems,  the  tone  of  the  conference  was  one 
of  cautious  optimism  that  solutions  will  be 
found. 


BILL  BUCKLEY  SLAYS  ME 


Bill  Buckley,  that  WASPy  Righter  of  Wronged  Rightists, 
is  again  a  candidate  for  office,  this  time  for  trustee  of  his 
alma  mater — ^Yale. 

You  can  bet  your  boots  he  wasn't  nominated  by  the 
nominating  committee  of  alumni  leaders,  who  invariably 
present  a  slate  that  includes  three  unvarying  varieties — an 
antiseptic  Chipsian  intellectual;  an  impeccable,  prominent 
industrialist  or  lawyer,  preferably  wealthy;  and  some  little- 
knowner  who  has  struggled  long  and  faithfully  raising 
money  and  reunion  attendance  in  a  valiant  effort  to  pre- 
serve Class  and  class. 

Yale's  alumni  this  spring  will  have  a  different  choice. 

Buckley  got  himself  on  the  Yale  ballot  by  using  a  never- 
used  clause  permitting  nomination  by  petition  ...  a  pro- 
viso provided  only  to  maintain  the  desirable  fiction  of 
democratic  process. 

Mr.  Buckley  runs  as  part  of  his  lifelong  effort  to  re- 
establish the  disestablished  Establishment. 

His  platform  will  probably  prove  irresistibly  alluring  to 
a  majority  of  Yale  alumni.  He  protests  the  university's 
broadened  admissions  policy  and  its  "liberal  imbalance. 
...  All  other  qualifications  being  equal,  the  son  of  the 
Yale  alumnus  should  have  preference  over  the  son  of  a 
nonalumnus."  He  says  that  Yale  has  become  "distinctly 
and  observably  hostile  to  the  conservative  point  of  view." 

Admits  the  testy,  teasing  TV  star  of  Buckley's  Firing 


Line,  "it's  considered  infra  dig  to  campaign  for  this  sort 
of  thing."  The  Yale  nominators  were  so  undone  at  the 
prospects  of  this  Voice  of  Reaction  being  heard  at  meet- 
ings of  the  Yale  Corporation  that  they  prevailed  upon  one 
of  their  most  brilliant  sons  to  go  on  the  ballot  in  opposi- 
tion: Cyrus  R.  Vance,  troubleshooter  par  excellence  for 
President  Johnson,  former  Under  Secretary  of  Defense 
and  presently  a  key  figure  on  the  American  team  now 
negotiating  in  Paris  over  Vietnam. 

Observed  Mr.  Buckley:  "I'm  sure  Mr.  Vance  is  a  very 
nice  man,  and  I  hope  that  he  will  be  more  successful 
against  me  than  he  has  been  against  the  Vietcong,  but 
my  guess  is  that  I  probably  will  win." 

It  would  be  a  crying  shame  if  Mr.  Vance's  candidacy  is 
wasted  because  he  would  be  a  trustee  of  inestimable  value 
to  any  outfit. 

On  the  other  hand,  you  must  admit  it  would  be  also  of 
inestimable  value  to  the  Yale  Corporation  to  have  one 
voice  of  its  1 8  heard  expressing  the  too-long-unheard  cries 
of  the  Undefended  and  Indefensibles. 


PLAN  ACCORDINGLY 

The  only  immutability  is  change. 


—Malcolm  S.  Forbes^ 

Editor-in-Chief 


Fbr  the  corporation 
that's  going  places. 
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\Ne  deliver  world-wide. 
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Corporate  banking  services. 
Anywhere  in  the  world. These 
are  the  international 
capabilities  Wells  Fargo 
offers  your  firm.  Whatever 
your  requirements:  trade 
development  and  credit 
information,  import/export 
financing,  Euro  Dollar 
Facilities,  world  money 


market  information  and 
foreign  exchange.  Wells 
Fargo  will  deliver.  Through 
our  Representatives  over- 
seas; our  network  of  financial 
affiliates  and  correspondents 
around  the  world;  our 
merchant  bank  affiliate, 
Western  American  Bank, 
(Europe)  Ltd.;  and  our 
subsidiary,  Wells  Fargo  Bank 
International  Corporation,  in 


New  York.  Plus  our  Inter- 
national Divisions  in  San 
Francisco  and  Los  Angeles. 
Just  let  us  know  your 
requirements.  Along  with  the 
complete  facilities  of  our 
international  banking 
services,  we'll  deliver  a  world 
full  of  potential  profits. 


Contact  Wells  Fargo  Bank, 
Northern  California  Head- 
quarters, International 
Division,  464  California 
Street,  San  Francisco  94120; 
Southern  California 
Headquarters,  International 
Division,  415  West  Fifth 
Street,  Los  Angeles  90054  or 
Wells  Fargo  Bank  Interna- 
tional Corporation,  40  Wall 
Street,  New  York  10005. 


»»WELLS  FARGO  BANK 


MEMBER  FEDERAL  DEPOSIT  INSURANCE  CORPORATION 
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SanUlle  isphnning  anew  laciUty  in  woild  commerce: 


The  Land  Bridge. 
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Santa  Fe 
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Kerens  the  idea: 
Santa  Fe  proposes  to  bridge  the  U.S.A. with  freight  containers 
moving  between  the  Orient  and  Europe  to  save  transit  time. 

Santa  Fe  is  ready  to  turn  the  Land  Bridge  across  the  U.S.A.  from 
yesterday's  dream  into  today's  operating  intermodal  freightway. 

Our  railroad  is  the  logical  route  for  this  operation.  From  California  ports, 
Santa  Fe  tracks  stretch  to  Chicago  for  direct  connection  with  major  railroads 
serving  Atlantic  ports,  to  form  a  transcontinental  land  bridge.  We  can  also 
establish  a  traffic  bridge  between  California  and  Texas  ports  or  to  the 
St.  Lawrence  Seaway. 

Proposals  from  our  Market  Research  Staff  are  now  being  considered  by  major 
steamship  lines  plying  two  oceans.  For  example,  an  80-car  train  capable  of 
carrying  as  many  as  320  containers  can  move  between  California  and  Atlantic 
ports  on  a  five  day  schedule  in  each  direction.  With  this  type  of  train,  coordinated 
to  ship  arrival  and  sailing,  important  reductions  can  be  made  in  transit  time 
between  the  Orient  and  Europe  compared  to  all-water  service  through  the 
Panama  Canal  or  around  the  Cape. 

The  Land  Bridge  concepts  now  being  developed  are  made  possible  through 
Santa  Fe's  policy  of  maintaining  a  thoroughly  modern  railway  plant,  and  our 
[   ^^^.       long  experience  in  handling  export  and  import  freight. 
I  jL^  ^  "Two  recent  developments  have  taken  the  Land  Bridge 

i  ''Ij^         concept  out  of  the  realm  of  ideas  and  turned  it  into  a  marketplace 
^Vy^^  possibility:  The  accelerated  growth  of  containers  in  international 
PBkl^^^  shipping,  and  the  emergence  of  specialized  vessels  and  port 
facilities  to  handle  them.  The  here-and-now  feasibility  of  the  Land  Bridge  is 
amply  proved  by  Santa  Fe's  own  'Super-C' — the  new,  high-speed  trailer  and 
container  train  we  introduced  this  year  between  Chicago  and  Los  Angeles. 
We  are  bending  every  effort  now  to  turn  the  Land  Bridge  into  a  working  reality, 

—John  S.  Reed,  President 

Please  don't  think  of  us  as  just  another  railroad- 
Santa  Fe  is  the  moving  part  of  Yonr  marketing  arm. 


tt 
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Forbes 


The  Revolt  of  Youth 

Its  latest  target:  117year-old  Western  Union. 


Mot  only  among  the  students 
Forbes,  May  I )  in  Paris  and  New 
York  and  Berlin  are  the  young  trying 
o  tai^e  over.  The  same  thing  seems  to 
be  happening  in  business.  A  month 
ago  a  36-year-old  lawyer  took  over 
Curtis  Publishing,  venerable  one-time 
giant  of  U.S.  publishing. 

A  few  weeks  later  a  33-year-old 
and  a  37-year-old  fought  a  financial 
duel  over  big  (assets,  $741  million), 
old  (117  years)  Western  Union  Tele- 
graph Co. 

At  month's  end.  the  37-year-old 
seemed  the  almost  certain  winner,  but 
his  slightly  younger  rival  didn't  do  too 
badly,  either.  He  seems  likely  to  end 
up  with  a  profit  of  $1  million  or  so. 

Western  Union,  rich  in  assets,  poor 
in  earning  power,  has  managed  to  re- 
main independent  in  recent  years  for 
two  reasons.  One  is  that  some  big  com- 
panies that  might  have  liked  to  ac- 
quire it  had  antitrust  problems.  The 
other  was  that  Western  Union  man- 
agement, headed  by  46-year-oId  Presi- 
dent Russell  McFall,  has  been  able  to 
show  prospective  acquirers  that  it  was 
heavily  burdened  with  its  12,000  tele- 
graph otTices  and  some  $290  million 
in  unfunded  pension  liabilities  to  its 
aging  work  force. 

Glamour  Beneath  the  Grime.  For 
all  its  problems,  however.  WU  had 
one  great  attraction.  American  Tele- 
phone &  Telegraph  is  under  Federal 
Communications  Commission  pres- 
sure to  get  rid  of  its  TWX  written 
message  teletypewriter  service.  WU, 
which  has  the  rival  TELEX  service,  is 
the  most  likely  buyer;  a  combination  of 
the  two  services  would  cut  costs  and 
greatly  expand  the  flexibility  of  WU's 
operation.  The  FCC  has  indicated  it 
approves  of  WU  as  a  buyer,  and 
AT&T  and  WU  have  been  negotiating 
seriously  if  somewhat  laboringly  for  a 
couple  of  years.  If  the  deal  were  to  go 
through.  WU  would  become  the 
dominant  factor  in  the  teletypewriter 
field  just  as  AT&T  is  in  oral  communi- 
cation. 

To  Sam  Wyly,  33.  president  of 
Dallas'  University  Computing,  the 
opportunities  thus  looked  bigger  than 
the  problems.  He  decided  that  WU — 
which  he  calls  "a  sleepy,  117-year-old 
thing" — needed    his    youthful    touch. 
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University  Computing  Co.  was 
founded  just  4V2  years  ago  as  a  com- 
puter service  company,  but  its  stock 
has  been  a  hot  one.  At  about  $106 
a  share,  its  4  million  shares  have  a 
combined  market  value  of  $425  mil- 
lion. That's  quite  a  price  for  a  com- 
pany whose  assets  are  only  $42  mil- 
lion and  whose  sales  are  only  $17 
million.  But  the  stock  market  likes 
youthful  computer  companies  more 
than  it  likes  aging  telegraph  companies. 
As  a  result,  although  Western  Union 
has  18  times  University's  assets,  20 
times  its  revenues,  its  stock  until  re- 
cently had  a  market  value  of  only 
$256  million.  Wyly  saw  no  reason 
why  his  tough  little  Jonah  couldn't 
swallow  the  stringy  old  whale.  Cocky 
as  it  may  sound,  he  made  a  tender 
offer. 

"My  goal,"  he  told  Forbes,  "is  to 
make  University  a  computer  utility  on 


Heads,  Tails.  Russell  Mc- 
Fall was  in  a  tough  spot  try- 
ing to  keep  Western  Union 
independent.  The  company's 
problems  kept  the  stock  sell- 
ing at  a  low  price;  but  the 
company's  considerable  prom- 
ise also  has  made  it  very  at- 
tractive at  those  prices  for 
potential      takeover      offers. 


a  worldwide  basis.  We  felt  Western 
Union,  with  its  vast  communications 
network,  would  fit  it.  We  were  study- 
ing it  for  over  a  year.  We  were  think- 
ing of  it  for  several  years  down  the 
pike,  but  we  acquired  financial  strength 
sooner  than  we  expected,  so  we  moved 
up  our  time  table." 

Prior  to  his  announcement,  Wyly 
considered  making  a  tender  offer  for 
1  million  Western  Union  shares.  But 
a  New  York  law  prohibits  any  party 
from  owning  10%  of  a  telegraph 
company  without  the  permission  of 
the  New  York  State  Public  Service 
Commission.  Wyly  trimmed  back  his 
offer  to  750,000  (he  has  already 
acquired  an  undisclosed  number  of 
WU  shares). 

Opposition.  Wyly  didn't  think  WU's 
management  would  be  much  of  a 
problem.  He  felt  he  had  secured  the 
support  of  the  largest  stockholder,  di- 
rector Louis  Yaeger,  who  owns  6% 
of  the  stock.  He  reckoned,  however, 
without  McFall.  Although  McFall  and 
all  the  other  directors  (excepting 
Yaeger)  owned  only  about  one-fourth 
of  1  %  of  the  stock,  they  were  not 
without  power  and  McFall  left  no 
doubt  he  didn't  want  Wyly  moving  in 
on  him. 

For  the  moment  McFall  refuses  to 
talk  for  the  record — "on  advice  of 
counsel."  Wyly,  however,  is  hopping 
mad  over  McFall's  resistance  and  is 
more  than  willing  to  talk  about  it. 
Says  Wyly:  "I  told  him  we  planned 
to  make  a  tender  offer  and  gave  Mc- 
Fall a  week  to  respond.  He  told  me 
how  bad  things  were  and  maybe  we 
really  didn't  want  it.  He  never  said  he 
wasn't  going  to  go  along  with  us, 
though  he  never  made  any  commit- 
ment to  go  with  us,  either.  The  day 
after  I  talked  with  McFall  the  stock 
started  going  up.  There  was  a  week's 
volume  in  a  day.  I  called  McFall  back 
and  told  him.  'The  word  is  out.  I  can't 
hold  back.'  " 

At  this  point,  enter  Sam  Wyly's  ri- 
val, 37-year-old  Fletcher  Jones,  chair- 
man of  El  Segundo,  Calif.'s  Computer 
Sciences,  a  computer  software  com- 
pany. In  asset  terms.  Computer  Sci- 
ences is  about  half  the  size  of 
University  and  its  market  value  is  only 
about  half  of  University's.  But  Jones 
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Texas-accented  Sam  iVyly, 

president  of  Dallas'  Univer- 
sity Computing,  became  fas- 
cinated by  what  he  calls 
"paperwork  reduction"  and 
went  on  to  the  University  of 
Michigan  where  he  enrolled 
in  a  graduate  course  in  data 
processing.  "Meanwhile,"  he 
says,  "my  brother,  who  was 
married  and  couldn't  afford 
graduate  school,  went  to  work 
for  IBM  and  made  $15,000 
the  first  year  in  commissions. 
That  dispelled  any  lingering 
doubts  I  had  about  data  pro- 
cessing." Sam  Wyly  worked 
first  for  IBM,  later  for  Hon- 
eywell's computer  division. 
"After  a  couple  of  years  I 
figured  that  if  I  could  put 
Honeywell  in  the  computer 
business  I  could  put  myself 
in.  When  you  have  opportu- 
nities, you  darn  well  have  to 
seize  them."  In  J  963.  the 
Wyly  brothers  bought  a  sec- 
ond-hand Control  Data  com- 
puter and  went  into  business. 
Sam  Wyly's  own  Univer- 
sity Computing  stock  current- 
ly is  worth  about  $61  million. 


is  no  less  cocky  than  Wyly.   He  de- 
cided to  go  after  WU  on  his  own. 

Jones  says  he  had  no  thought  of 
moving  into  Western  Union  until  he 
heard  about  his  rival's  move.  "It 
caused  me,"  he  says,  "to  reconsider 
all  that  I  knew  about  Western  Union." 
It  also  caused  him  to  contact  one 
of  his  board  members,  George  Schaf- 
fenberger,  president  of  conglomerate 
City  Investing.  Schaffenberger  knew 
Russell  McFall  from  the  days  when 
they  both  worked  for  Litton  Industries. 


Useful  Introduction.  Schaffenberger 
was  instrumental  in  bringing  the  two 
together.  Shortly  thereafter,  Jones' 
company  made  an  offer  of  its  own  for 
Western  Union.  Jones  offered  to  take 
all  of  WU's  stock  in  exchange  for  a 
huge  new  issue  of  Computer  Sciences 
convertible  preferred.  Jones  claims  his 
offer  is  worth  over  $50  a  WU  share 
as  against  Wyly's  $44  for  a  relatively 
small  part  of  the  stock.  "We  made  a 
sweeter  offer,"  Jones  claims. 

McFall  and  some  of  his  directors 
quickly  accepted  the  Jones  deal. 

Like  Wyly,  Jones  wants  to  build  "a 
computer  utility."  He  feels  that  Com- 
puter Sciences'  3,000  people,  including 
engineers,  physicists  and  mathemati- 
cians, are  just  what  Western  Union 
needs.  But  there  are  still  hurdles. 
"We  do  have  to  get  permission 
from  the  FCC,"  says  Jones.  "There 
are  several  other  approvals  required, 
both  state  and  national,  and  the  boards 
and  stockholders  of  both  companies." 
One  of  Jones'  strengths  is  that  he 
offered  McFall  job  security.  "Western 
Union  is  expected  to  continue  as  a 
company  with  its  own  board  of  di- 
rectors," says  Jones.  "Obviously  there 
would  be  participation  from  the  par- 
ent on  their  board  of  directors.  There 
would  be  interlocking  directorates." 

Jones  clearly  is  taking  a  big  gamble, 
trying  to  swallow  a  big  ailing  com- 
pany, but  says  he  was  convinced  by 
McFall  that  Western  Union's  pros- 
pects were  at  last  looking  up.  "I  think 
that  the  low  point  of  Western  Union's 
performance  last  year  will  not  be 
reached  again  in  the  foreseeable  fu- 
ture," says  Jones. 

How  about  Sam  Wyly?  He  reso- 
lutely refuses  to  pay  above  $44  a  share 
for  Western  Union.  He  says  he  doesn't 
think  it  is  worth  more.  "It  isn't  even 
worth  that  unless  a  lot  of  things  are 
done  to  the  company."  But  he  con- 
cedes that,  while  he  has  some  Western 
Union  shares,  he  does  not  have  the 
750,000  he  went  after.  So  he  has  ex- 
tended his  tender  offer  but  refuses  to 
raise  his  price  above  $44  a  share. 

Wyly  also  claims  that  "our  cash  is 
better  than  their  paper.  They  couldn't 
get  anybody  with  cash  so  they  ran  to 
the  only  other  place  they  could  go." 
Wyly  refers  to  the  fact  that  Com- 
puter Sciences  is  offering,  not  money, 
but  paper.  Its  $353-million  convertible 
preferred  issue  (on  a  fully  converted 
basis)  is  backed  by  only  $25  million 
in  equity  capital;  the  rest  of  the  equity 
will  be  in  the  form  of  Western  Union 
stock.  In  a  very  basic  sense.  Western 
Union  stockholders  are  still  going  to 
own.  chiefly,  Western  Union. 

But  this  is  the  kind  of  complication 
most  people  don't  seem  to  worry  about 
these  days.   If   the   Jones  offer  really 
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Cool,  Smooth.  Fletcher 
Jones,  at  37,  is  another  youth- 
ful pioneer  of  computer  soft- 
ware operations.  He  is 
president  of  El  Segundo, 
Calif.'s  Computer  Sciences 
and  a  graduate  of  Duke  Uni- 
versity. Jones  managed  a  di- 
vision of  North  American 
Aviation's  computer  opera- 
tions, but  then  caught  the 
company-founding  bug  and 
left  in  1959.  With  a  friend, 
Roy  Nutt,  who  previously 
worked  for  United  Aircraft, 
he  founded  Computer  Sci- 
ences Co.,  and  by  last  year 
had  built  it  to  revenues  of 
$54  million.  Jones  and  Nutt. 
together,  own  over  50%  of 
Computer  Sciences'  4.8  mil- 
lion shares,  which  have  a 
value  of  $224  million,  even 
though  the  company  has  nev- 
er made  much  money.  {"If 
we  stopped  developing  things, 
our  profits  would  soar  shock- 
ingly," he  told  Forbes  last 
year.)  Jones  seems  to  be  well 
ahead  of  rival  Sam  Wyly  in 
their  current  fight  to  control 
Western   Union    (see  story). 


amounts  to  a  simple  trading  of  pieces 
of  paper,  certainly  the  new  paper 
will  be  more  glamorous  than  the  old 
paper.  And  glamour,  not  assets,  is 
what  seems  to  count  these  days. 
Which  makes  Jones  seem  a  likely 
winner. 

At  any  rate,  the  fracas  isn't  going  to 
make  most  WU  stockholders  unhappy. 
When  Wyly  began  his  move,  the  stock 
was  about  $34  a  share.  It  was  $48  the 
day  the  Computer  Sciences  deal  was 
announced,  two  weeks  later.  ■ 


Bonanza  for  Beech 

While  others  were  grabbing  the  glamour,  Beech 
Aircraft  stayed  with  what  it  knew.  Result:  a 
powerful  position  in  a  promising  new  market. 


With  the  biggest  and  best  year  in 
his  company's  history  behind  hiiu, 
Frank  E.  Hedrick.  57.  president  of 
Wichita's  booming  Beech  Aircraft  Co., 
finds  himself  at  a  new  stage  in  the 
company's  development. 

Under  Chairman  and  Chief  Execu- 
tive Officer  OHve  A.  Beech.  64  (co- 
founder  with  her  late  husband),  and 
Hedrick.  Beech  boasts  one  of  the  pri- 
vate aircraft  industry's  best  records.  In 
the  past  five  years  its  earnings  have 
nearly  tripled,  from  SI. 05  per  share  to 
$3.06  on  a  157^^  increase  in  sales  to 
SI 74  million.  With  its  immensely  suc- 
cessful King  Air.  a  $450,000  six-to- 
ten-passenger  twin-engine  turboprop. 
Beech  has  virtually  swept  the  nonjet 
market    for   corporate    private   flying. 

Having  come  so  far.  however.  Hed- 
rick is  eager  to  go  further — to  at  least 
double  Beech's  sales  and  earnings  in 
the  next  five  years.  To  do  so  Hedrick 
is  having  to  broaden  Beech's  old 
strategy,  which  was  to  focus  its  ener- 
gies on  its  aerospace  and  military 
operations  (40%  of  sales)  and  its 
medium-price  ($50,000  to  $400,000) 
company-airplane  business.  It  is  now 
aiming  at  the  commercial  airlines 
market  with  a  17-seat  plane  that  is  the 
biggest  yet  introduced  for  the  fast- 
growing  air-commuter  market,  which 
serves  small-airport,  short-hop  tratlic. 

This  new  market  is  vital  to  Beech's 
goals.  Hedrick  does  not  feel  that  there 
is  a  great  deal  of  growth  in  prospect 
for  Beech's  government  business.  So 
the  company  is  concentrating  on 
broadening  its  penetration  of  the  pri- 
vate-airplane business  and  on  using  its 
strong  position  there  as  a  base  for  ex- 
panding into  the  airlines  market. 

The  Champion.  The  King  Air  is  a 
pujwerful  base  for  such  a  move.  Rivals 
Cessna  and  Piper  both  suffered  a  de- 
cline in  earnings  last  year,  largely  be- 
cause the  private-plane  business  was 
modestly  depressed.  But  it  wasn't  de- 
pressed for  Beech:  It  sold  545  million 
worth  of  King  Airs,  more  than  it  had 
expected,  which,  together  with  a  jump 
in  government  business,  was  enough  to 
more  than  overcome  a  slight  decline 
in  other  lines  and  give  Beech  an  over- 
all sales  gains  of  5.8%  for  1967. 

Hedrick  doesn't  see  any  slackening 
in  the  demand  for  the  medium-price 
business  plane.  Nor  does  he  regard  the 
small  jets,  which  begin  at  $800,000, 
as  a  threat.  "For  the  bulk  of  cor- 
porate flying  a  propeller-driven  plane 


Half  Hard,  Half  Easy.  T/ie 

gn-alL'st  problem  in  this  busi- 
ness is  marketing,"  says  Beech 
President  Frank  E.  Hedrick. 
"Production  is  much  easier." 


is  much  more  practical,"  he  says,  "be- 
cause of  its  much  lower  operating  cost 
and  purchase  price." 

To  achieve  a  doubling  of  sales,  how- 
ever, Hedrick  realizes  Beech  must 
penetrate  its  new  market.  Last  month 
it  introduced  the  Model  99,  a  17-seat 
twin-engine  turboprop  based  on  the 
King  Air  and  designed  specifically  for 
the  air-commuter  market.  Beech  al- 
ready has  100  on  order  at  $350,000 
each.  Hedrick  is  convinced  that  these 
100  orders  are  just  the  beginning. 

Entering  a  young  market  with  a 
brand-new  product  has  its  risks.  But  in 
Beech's  case  the  move  makes  good 
sense.  For  one  thing  the  air-commuter 
business  is  small  and  distinct  enough  so 
that  Beech  has  been  able  to  set  up  a 
special  marketing  group  to  sell  to  it, 
rather  than  having  to  educate  its  en- 
tire dealer  organization.  More  im- 
portant, because  the  Model  99  is  so 
similar  to  the  King  Air — some  out- 
siders say  it  is  simply  a  stretched-out 
version — the  plane  should  not  require 


a  massive  new  investment  in  tooling 
or  in  development. 

What,  No  Jet?  Beech  is  thus  solidly 
established  in  the  strong  middle  range 
of  the  aircraft  market.  But  it  has  never 
been  as  strong  as  either  Cessna  or 
Piper  in  the  low-price  field,  and  has 
never  sold  a  jet. 

Hedrick  is  approaching  each  situa- 
tion differently.  In  the  low-price  field 
he  is  trying  to  improve  Beech's  rela- 
tively weak  position  by  pushing  his 
$15,000  Musketeer.  Results  so  far 
have  been  indifferent.  For  one  thing. 
Beech  has  had  difficulty  competing 
against  the  much  larger  Cessna  and 
Piper  dealer  organizations.  For  an- 
other. Beech's  own  dealers  were  reluc- 
tant to  push  the  Musketeer.  "After 
all,"  says  Hedrick,  "who  wants  to  sell 
a  Ford  or  Chevrolet  after  he  has  been 
selling  Chryslers?" 

As  for  jets,  Hedrick,  wisely,  is  not 
eager  to  tangle  with  the  II  or  so  com- 
panies battling  it  out  in  the  corporate 
jet  market.  Some  Beech  executives  are 
known  to  feel  that  with  competition  so 
intense,  profits  are  skimpy.  "We  will 
no  doubt  go  into  jets  someday,"  says 
Hedrick,  "but  only  when  we  have  a 
plane  that  is  unique  enough  to  war- 
rant the  investment." 

Certainly  there  are  dangers  in  not 
moving  strongly  into  both  the  single- 
engine  and  jet  markets.  Cessna  and 
Piper,  with  their  strength  in  the  low- 
price  field,  are  now  in  an  ideal  po- 
sition to  build  into  the  medium-price 
field  by  selling  larger  planes  to  their 
current  customers.  More  of  the  jet 
manufacturers  could  move  into  the 
medium-price  range. 

But  lack  of  a  jet  entry  is  no  great 
worry  for  Beech.  While  Grumman 
Aircraft  now  offers  both  turboprops 
and  small  jets,  it  has  nothing  like  the 
market  penetration  in  turboprops  that 
Beech  has  achieved,  and  its  jets  must 
contend  with  powerful  competition 
from  Lockheed,  Pan  American  and 
North  American  Rockwell.  Piper,  it 
is  true,  is  planning  a  plane  competi- 
tive with  the  Model  99.  And  Cessna 
may  introduce  one  in  the  future.  But 
it  will  cost  them  a  good  deal  to  do  so, 
and  they  will  have  to  do  battle  with  a 
strongly  established  competitor  with 
a  widely  accepted  product. 

Even  if  Beech  does  get  new  compe- 
tition, Hedrick  wouldn't  be  greatly 
concerned.  "We've  only  penetrated 
about  10%  of  our  potential  market," 
he  says.  Thus  if  the  market  should 
grow  enough  to  attract  competition, 
Beech  would  still  seem  likely  to  get 
the  lion's  share  of  it. 

It  all  goes  to  show  that  a  smallish 
company  can  make  out  these  days, 
provided  that  it  has  a  good  product,  a 
sound  marketing  strategy  and  the 
courage  to  act  on  its  decisions.  ■ 
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strange  Alliance 


Combine  a  Philippine  mining  company  and  a  Batiamas  gambling 
enterprise,  and  what  do  you  get?  A  possible  listing  on  the  Big  Board. 


Benguet  Consolidated,  Inc.  and  the 
Grand  Bahama  Port  Authority,  Ltd. 
are  a  world  apart,  both  geographically 
and  in  every  other  conceivable  way. 
Benguet  Consolidated  is  a  small  Phil- 
ippine mining  company,  with  sales  of 
about  $23  million  and  earnings  of 
about  $2.8  million.  Its  main  claim  to 
distinction  is  that  it  was  for  many 
years  the  lowest-priced  stock  on  the 
New  York  Stock  Exchange,  selling 
at  times  for  under  $1.  Recently, 
however,  it  has  sold  at  12  and  even 
higher. 

The  Grand  Bahama  Port  Authority, 
by  contrast,  is  a  complex  of  interlock- 
ing private  companies  that  own  211 
square  miles  of  Grand  Bahama  Island 
in  the  Caribbean,  a  port,  a  jetport,  an 
electric  power  company,  a  vast  indus- 
trial park,  a  real-estate  development, 
hotels,  and — most  important  of  all — 
two  of  the  world's  leading  gambling 
casinos.  The  Grand  Bahama  Port  Au- 
thority has  so  many  claims  to  distinc- 
tion it  once  took  Life  magazine  15 
pages  to  list  them. 

Not  the  least  of  the  Grand  Bahama 
Port  Authority's  distinctions  is  that,  by 
law,  it  has  many  of  the  privileges  and 
powers  of  a  government  and  that  it 
pays  almost  no  taxes.  Wallace  Groves, 
who  runs  it,  once  did  a  stretch  in  the 
federal  penitentiary  in  Danbury,  Conn., 
on  a  conviction  involving  stock  fraud. 
Life  reported  that  his  silent  partners 
include  Meyer  Lansky  of  the  Mafia. 
It  also  reported  that,  for  a  while,  three 
of  Lansky's  lieutenants,  all  on  the  lam 
from  U.S.  law,  ran  the  casinos;  they 


no  longer  run  them  officially,  but  they 
still  live  on  the  island,  clearly  looking 
after  the  Mafia's  interests. 

Two  companies,  a  world  apart.  And 
yet,  if  the  New  York  Stock  Exchange 
approves,  they  soon  may  be  walking 
hand  in  hand.  Benguet  Consolidated 
has  arranged  to  buy  54%  of  the  Grand 
Bahama  Port  Authority  for  about  $80 
million.  According  to  Ralph  Crosby, 
Benguet  president,  it  plans  to  finance 
the  purchase  by  issuing  10  million  new 
shares.  It  already  has  almost  1 1  million 
outstanding.  Details  of  the  deal  have 
not  yet  been  worked  out,  but  Grand 
Bahama's  stockholders  could  end  up 
with  around  50%  of  the  merged  com- 
pany and  with  clear  control.  More- 
over, they  will  get  a  New  York  Stock 
Exchange  listing  for  their  strange  col- 
lection of  real  estate,  gambling  ven- 
tures, and  near-feudal  franchises. 

Feudal.  The  marriage  has  the  bless- 
ing of  Lynden  O.  Pindling,  premier  of 
the  Bahama's  all-Negro  government. 
Since  taking  over  the  government, 
Pindling  has  been  attempting  to  assert 
his  authority  on  Grand  Bahama  Is- 
land, which  has  operated  like  a  feudal 
barony.  He  says:  "I  have  received 
firm  assurances  that  Benguet  Consoli- 
dated would  ...  be  prepared  to  .  .  . 
further  foster  this  governmental  pres- 
ence." 

Benguet  Consolidated  has  always 
been  something  of  a  closed  book  be- 
cause, as  a  foreign  company,  it  does 
not  have  to  file  the  8-K  and  9-K  re- 
ports or  the  forms  3  and  4  that  the 
SEC   requires   of   all   publicly   owned 


U.S.  companies  of  any  size.  Most  of 
its  business  consists  of  mining  gold  for 
the  Philippine  government  at  a  fixed 
price,  and  its  revenues  and  earnings, 
therefore,  have  not  varied  much  in  re- 
cent years.  More  often  than  not,  it 
doesn't  pay  a  dividend;  it  didn't  last 
year. 

Yet,  surprisingly,  Benguet  has  often 
been  among  the  most  active  stocks  on 
the  exchange.  One  day  in  1966,  it 
traded  757,000  shares  mostly  before 
-  noon,  setting  what  then  was  consid- 
ered an  NYSE  record. 

Although  the  Grand  Bahama  Port 
Authority,  Ltd.  is  a  complex  of  pri- 
vately held  companies,  a  good  deal  is 
known  about  it  because  it  has  long 
been  a  subject  of  interest  to  U.S. 
Government  authorities.  Besides  Life's 
detailed  account.  The  New  York  Times 
and  The  Wall  Street  Journal  also  have 
run  stories  about  it.  It  was  started  by 
Groves  back  in  the  mid-Fifties.  Groves 
knew  the  Bahamas  well,  having  long 
used  Nassau,  the  capital,  as  his  base  of 
operations.  More  important,  he  knew 
the  wealthy  Englishmen,  known  as 
the  Bay  Street  Boys,  who  then  ran  the 
islands,  and  he  was  especially  well  ac- 
quainted with  the  leader  of  the  Bay 
Street  Boys,  Sir  Stafford  Sands,  a 
lawyer. 

Grand  Bahama  Island  then  was  lit- 
tle more  than  a  pile  of  limestone,  cov- 
ered by  scraggly  looking  pine  and 
inhabited  only  by  a  few  fishermen. 

It  took  a  visionary  to  see  any  com- 
mercial possibilities  in  this  desolate 
island,  but  Groves  saw  at  least  three: 
1 )  Sitting  astride  the  Caribbean  sea 
lanes,  it  was  ideally  located  to  provide 
deep-water  port  and  refueling  facilities 
for  passing  ships;  2)  Miami  is  only 
about  30  air  minutes  away:  and  3)  al- 
though gambling  is  generally  pro- 
hibited  in   the   islands,   the   law   does 


Thanks  To  Castro.  //  Fidel  Castro  hadn't  taken  over  Cuba, 
Grand  Bahama  Island  probably  would  still  be  nothing  but 
a  pile  of  pine-covered  limestone.  By  closing  down  Cuba's 
gambling  casinos  and  driving  American  tourists  away,  Cas- 
tro created  the  opportunity  for  Wallace  Groves  (center)  to 
make  Grand  Bahama  a  haven  for  Americans  with  a  yen  for 
roulette,  craps  and  blackjack.  He  also  gave  Grand  Bahama 


22 


Meyer  Lansky  (left).  Until  Castro.  Lansky  operated  in 
Havana,  first  at  the  Hotel  Nacional.  later  at  the  Riviera. 
Thanks  to  Castro,  he  was  at  liberty  when  Groves  decided  to 
install  gambling  on  his  island.  Gambling  has  brought  in  the 
underworld,  but  Premier  Lynden  O.  Pindling  (right) 
doesn't  mind  because  it  also  has  created  employment. 
Grand  Bahama  actually  has  to  import  certain  types  of  labor. 
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ermit  the  government  to  grant  a  spe- 
ial  dispensation,  known  as  a  Certifi- 
ate  of  Exemption.  This,  in  effect,  is  a 
cense  to  bypass  the  law. 

Real  Buy.  Groves  went  to  his  good 
riend  Sir  Stafford,  who  was  then 
klinister  of  Finance  and  Tourism  and 
Jands  helped  him  with  a  bill  known  as 
he  Hawksbill  Creek  Act  (after  the 
:ove  where  Groves  intended  to  build 
lis  port).  The  bill  enabled  Groves  to 
juy  his  211  square  miles  for  varying 
prices  but  mostly  for  $2.80  an  acre.  It 
dso  gave  him  not  merely  exemption 
from  nearly  all  ta.xes  until  1990,  but 
ilso  extraordinary  powers  including 
ontrol  of  the  island's  electrical  utili- 
ties and  its  airport.  Groves  was  granted 
die  sole  right  to  develop  a  tourist  indus- 
try and  the  right  to  license  businesses. 
(He  does  so  for  a  fee  ranging  as  high 
as  S%  of  gross.)  He  also  was  granted 
the  right  to  expel  anyone  he  considered 
undesirable. 

Tanker  king  Daniel  K.  Ludwig  dug 
Groves"  port;  more  than  4.000  ships  a 
year  now  stop  there  for  refueling.  He 
created  his  industrial  park,  where  sev- 
eral U.S.  companies  now  have  plants 
(U.S.  Steel,  for  example,  has  put  $60 
million  into  a  cement  plant).  Groves 
induced  both  Ludwig  and  Holiday  Inn 
to  build  hotels. 

It  was  Louis  Chesler.  the  Canadian 
financier,  who  brought  gambling  to 
Grand  Bahama.  Chesler  didn't  stay  in 
business  long  on  the  island — Groves 
later  took  over  Chesler's  interest — but 
the  legacy  he  left,  gambling,  is  ex- 
pected to  attract  around  300.000  tour- 
ists this  year. 

Millions  Made.  Along  the  way, 
Frecport,  now  the  capital  of  Groves' 
fiefdom,  has  risen  from  nothing  to  a 
real  swinging  town  of  8.500  or  more 
full-time  residents.  Land  values  have 
risen  astronomically;  Property  for 
which  Groves  paid  $2.80  an  acre  has 
gone  as  high  as  $50,000. 

Groves  has  become  an  extremely 
wealthy  man;  He  lives  in  a  house  es- 
timated to  have  cost  $1  million.  Sir 
Stafford  has  done  all  right,  too:  His 
fee  just  for  getting  Groves  a  Certificate 
of  Exemption  was  more  than  $1  mil- 
lion. How  much  others  make  nobody 
knows,  but,  in  1965.  Lansky's  three 
lieutenants  drew  admitted  bonuses 
from  the  casino  alone  at  the  Lucayan 
Beach  Hotel  totaling  $490,511.  In 
1966,  the  three  drew  an  estimated  $1 
million. 

In  addition  to  Groves  and  his  asso- 
ciates, some  highly  respectable  finan- 
ciers are  also  involved  in  Grand  Ba- 
hama. The  big  Wall  Street  house  of 
Allen  &  Co.  helped  arrange  the  Ben- 
guet-Grand  Bahama  merger  and 
holds  a  major  interest  in  Grand  Ba- 
hama. Charles  Hayward,  a  prominent 
Englishman,  is  believed  to  own  25% 


Night  And  Day.  Grand  Bahama  Island  has  everything  Las  Vegas  can  offer 
plus  the  Caribbean.  So  far  as  U.S.  investigators  have  been  able  to  discover, 
the  casinos  like  El  Casino  (above)  give  tourists  as  fair  a  shake  as  those  in 
Las  Vegas.  The  hotels  display  the  same  lavish  entertainment;  in  fact,  the 
shows  and  the  showgirls  are  imported  from  Vegas.  Groves  has  spent  a  fortune 
to  promote  the  casinos.  In  the  first  year  of  the  Lucayan  Beach  Hotel's 
casino,  he  spent  $500,000  on  charter  flights  alone  to  bring  in  rich  Ameri- 
cans with  a  passion  for  gambling.  It  was  worth  it.  Five  months  after 
it    opened,    the    casino    already    had    earned    an    estimated    $1    million. 


of  the  Grand  Bahama  Port  Authority, 
Ltd.  But  Ludwig,  after  investing  mil- 
lions in  the  island  on  the  promise  he 
could  build  a  casino,  was  sadly  in- 
formed by  Groves  that  Bahama  In- 
vestments, Ltd.,  a  subsidiary  of  the 
Port  Authority,  had  been  given  a 
monopoly  on  gambling. 

The  announcement  of  the  impend- 
ing marriage  between  Benguet  Con- 
solidated and  the  Grand  Bahama  Port 
Authority  naturally  created  a  stir  on 
'Wall  Street,  especially  when  Benguet 
President  Crosby  announced  that,  if 
consummated,  it  would  raise  Benguet's 
earnings  this  year  to  $12  million  or 
more — 55  cents  a  share  vs.  15  cents 


last  year.  It  created  no  stir  in  Nassau, 
because,  as  a  veteran  newspaperman 
explained,  the  certainty  there  is  that 
Groves  will  continue  to  run  the  opera- 
tion. The  only  thing  that  will  have 
changed  is  that  this  strange  enterprise 
may  soon  have  the  prestige  of  a  New 
York  Stock  Exchange  listing — and 
Groves  will  have  a  wider  stage  to  play 
on.  Only  one  thing  stands  in  his  way: 
The  New  York  Stock  Exchange  has 
not  yet  acted  on  Benguet's  request  for 
application  to  list  the  10  million  shares 
needed  to  acquire  Grand  Bahama. 
It  will  not  act  until  Benguet  issues  a 
proxy  statement  with  full  details  of 
the  deal.  ■ 


Occidental  Petroleum  I     p^ 


With  only  limited  capital  at  its  disposal,  tiny  Occidental  Petroleum 
pitted  itself  against  the  giants  of  international  oil.  Foolish? 
Well,  look  at  the  results:  sales  up  from  $800,000  to  $800  million 
in  a  single  decade.  Fantastic  luck,  say  the  detractors. 
Replies  Entrepreneur  Armand  Hammer:  "We've  made  our  own  luck." 


Look  into  the  history  of  almost  any 
great  American  company — Standard 
Oil,  General  Motors,  Ford,  Bethle- 
hem Steel,  IBM,  Bank  of  America — 
and  you  will  find  that  what  is  today 
a  great  institution  hegan  as  an  en- 
trepreneurship,  the  product  of  a  sin- 
gle man's  drive  and  brains — not  to 
mention  his  ego  and  his  vanity. 

It's  a  tribute  to  the  continuing  viril- 
ity of  the  free-enterprise  system  that 
entrepreneurs  are  still  building  out  of 
brains  and  ego  what  are  destined  to 
become  the  great  corporate  institu- 
tions of  the  future. 

One  of  the  most  recent  o(  the  en- 
trepreneurships-turned-$  1  -billion-com- 
panies is  also  one  of  the  more  re- 
markable. Remarkable  because  it  has 
taken  place  in  an  industry  already 
dominated    by    giants — oil.    Remark- 


able, too,  because  the  company  was 
built  by  a  stranger  to  that  industry 
and  a  man  who  was,  moreover,  al- 
ready close  to  his  60th  birthday  when 
he  started  in  it. 

The  company  is  Los  Angeles'  Oc- 
cidental Petroleum  Corp.  Its  presi- 
dent, board  chairman  and  driving 
force  is  Dr.  Armand  Hammer,  now 
70  but  still  going  strong. 

Even  by  today's  lush  standards.  Oc- 
cidental's numbers  are  truly  impres- 
sive. When  Hammer  took  over  the 
struggling  outfit  in  1957  it  had  sales 
of  well  under  $1  million  and  profits  of 
zero.  This  year  Occidental  will  top  $1 
billion  in  sales  and  could  report  profits 
of  over  $100  million,  or  about  $2.50 
a  share.  Its  stock  has  gone  from  the 
equivalent  of  50  cents  a  share  when 
Hammer  took  over  to  a  recent  $41. 


Like  most  fast-growing  companit 
Occidental  has  made  many  merger 
but  it  is  by  no  means  a  pure  co 
glomerate:  A  considerable  part  of  i 
growth  both  in  sales  and  in  profi 
has  come  from  within,  with  more  e 
pected  in  the  next  few  years.  Occiden 
al  today  stands  on  the  verge  of  reapii 
tremendous  profits  in  Libya,  where 
has  just  beaten  out  the  giants  of  inte 
national  oil  to  get  one  of  the  riche 
new  fields  of  recent  times.  Witho 
another  acquisition  Oxy's  profits  cou 
soar  to  well  over  $200  million  1 
1970,  thanks  to  its  Libya  finds.  Th 
from  a  company  that  barely  existt 
before  Hammer  came  onto  the  seen 

Detractors,  especially  Libyan  cor 
petitors,  claim  Hammer  owes  as  mu( 
to  pure  luck  as  skilled  entrepreneu 
ship.  But  if  Hammer  has  been  luck 
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he  has  been  lucky  like  a  fox. 

Even  before  launching  into  Occi- 
dental Hammer  had  a  long  and  color- 
ful history'  as  an  entrepreneur.  Born  in 
New  York,  son  of  a  Russian-born 
gynecologist.  Hammer  attended  Co- 
lumbia Medical  School,  from  which  he 
graduated  in  1921  as  an  M.D.  He 
never  practiced  medicine,  however. 
Moneymaking.  he  found,  was  more  in 
his  line.  While  at  school  he  sold  drugs 
for  a  small  pharmaceutical  firm  his 
father  had  an  interest  in. 

Viewing  from  afar  the  chaos  that 
was  sweeping  recently  communized 
Russia,  Hammer  decided  there  was  a 
dollar  to  be  made  there.  He  used  his 
pharmaceutical  profits  to  buy  a  sur- 
plus U.S.  Army  field  hospital  and 
used  it  as  his  ticket  of  admission  to 
the  famine-,  disease-  and  war-ravaged 
country.  He  says  that  Lenin  agreed  to 
let  him  trade  Soviet  furs  and  caviar 
for  badly  needed  U.S.  wheat.  Later 
the  Russians  took  over  their  own  im- 
port-export trade,  but  they  let  Ham- 
mer build  and  run  a  pencil  factory. 
Those  were  the  days  when  such  U.S. 
firms  as  Ford  Motor  were  still  do- 
ing business  in  Russia,  and  Hammer 
continued  to  run  his  pencil  factory 
until  1930.  He  departed,  not  with 
money  but  with  a  rich  collection  of 
Czarist  art. 

Moneymaking  Art 

The  art  included  priceless  icons 
and  works  by  the  great  court  jewel- 
er. Peter  Carl  Faberge.  Selling  it  here 
made  Hammer  even  richer.  During 
World  War  II  he  enlarged  his  fortune 
by  getting  into  the  distilling  business 
(eventually  he  sold  out  to  Schenley 
and  Publicker  Industries).  He  became 
one  of  the  better  known  U.S.  deal- 
makers,  achieving  the  rare  (for  a 
businessman)  distinction  of  being  the 
subject  of  a  profile  in  the  New  Yorker. 

Later  Hammer  raised  cattle,  col- 
lected art,  traveled.  Why,  at  nearly  60, 
did  he  go  into  a  whole  new  business — 
oil?  It  happened  more  or  less  by  acci- 
dent. He  was  looking  for  ways  to 
fninimize  his  income  tax. 

"I  had  never  been  in  the  oil  business 
before,"  he  says,  "but  an  accountant 
friend  pointed  out  that  in  my  tax 
bracket  it  wouldn't  cost  very  much 
even  if  a  venture  lost  money."  So 
Hammer  plunged  into  the  new  field, 
first  by  lending  money  to  Occidental 
for  some  much-needed  exploration 
and  taking  stock  in  return,  then  by 
becoming  Oxy's  president  in   1957. 

It  took  Hammer  a  few  years  to  get 
the  hang  of  the  situation,  but  once 
he  was  under  way  there  was  no  stop- 
ping him.  Simply  following  his  native 
entrepreneurial  instincts,  Hammer 
created  a  billion-doUar  company.  As 
Occidental's   financial   vice   president, 


Dorman  L.  Commons,  puts  it:  "The 
Doctor's  chief  stock  in  trade  is  plain, 
old-fashioned  'gut'  decision-making." 

Thomas  Wachtell,  another  Oxy 
vice  president  and  Hammer's  execu- 
tive assistant,  explains  his  boss'  style 
this  way:  "You'll  sit  there  in  his  office 
and  feed  him  all  the  facts  and  figures 
on  a  situation  you  think  are  important. 
Then  he'll  lean  back  and  think  for  a 
moment  and  come  up  with  a  decision 
that  seems  so  wild  you  wonder  whether 
he  was  even  listening  to  what  you  told 
him." 

Hammer's  aides  can  be  excused  if 


Hammer  of  Occidental 

they  sound  worshipful.  They  are  all 
becoming  wealthy  as  a  result  of  "The 
Doctor's"  gut  decisions.  The  price  of 
Oxy  common  has  gone  from  15  in 
1967  to  as  high  as  44  last  month,  and 
Hammer,  in  keeping  with  his  entre- 
preneurial bent,  has  seen  to  it  that 
his  key  people  have  been  rewarded 
with  generous  stock  options.  In  the 
past  five  years  Oxy  men  have  exercised 
options  worth  nearly  $30  million  at  a 
gain  of  more  than  $16  million,  most 
of  that  during  1967. 

"Gut  decision-making"  is  the  only 
way  to  describe  Hammer's  approach 
to  Occidental.  Ten  years  ago  it  was 
a  deficit-ridden  regional  oil-and-gas 
producer  whose  revenues  from  its 
dangerously  depleted  reserves  had 
sunk  to  $800,000.  Recalls  Hammer: 
"When  I  first  looked  at  the  company, 
their  stock  wasn't  worth  anything  near 


its  selling  price,  which  then  was  about 
20  cents.  With  600,000  shares  out- 
standing they  should  have  been  worth 
about  $120,000.  But  my  examination 
of  their  balance  sheet  showed  that 
their  net  worth  was  only  around 
$34,000." 

Why  then  did  he  take  on  the  job? 
For  one  thing,  the  drilling  financed 
by  two  loans  he  made  to  Occidental 
had  proved  highly  successful.  He  ad- 
mits that  some  of  it  was  "beginner's 
luck."  But  it  gave  Oxy  a  start  and, 
perhaps  more  important,  it  gave  Ham- 
mer himself  a  taste  of  the  profits  that 
could  be  made  in  oil  and  gas.  As  a 
result  of  his  loans,  and  the  subsequent 
discoveries  they  financed,  Oxy's  stock 
had  already  moved  from  18  cents  a 
share  to  around  $1.  Then,  too,  Occi- 
dental would  get  some  tax  credits  as 
a  result  of  its  operating  deficits;  ac- 
counting and  taxation  being  what  it 
is  in  the  oil  business,  he  saw  an  op- 
portunity to  get  profits  to  the  point 
where  the  stock  would  go  higher  still 
and  thus  help  finance  future  expansion. 

By  1962  Occidental's  revenues  were 
just  over  $5  million  and  it  was  still 
operating  at  a  deficit.  But  Hammer,  by 
including  in  current  income  payments 
based  on  the  future  gas  production 
sold  to  outsiders,  was  reporting  "net 
income"  of  $6.7  million.  Investors  ap- 
parently didn't  mind,  however.  Oxy's 
stock  in  1962  rose  as  high  as  8V2 
despite  the  operating  losses. 

As  a  result.  Hammer  now  found 
himself  with  purchasing  power  for  be- 
ginning a  modest  acquisition  program. 
From  then  on,  with  almost  incredible 
speed,  Occidental  doubled  its  sales,  re- 
doubled them  and  redoubled  them 
again.  From  $5  million  in  1962  they 
went  to  $27  million  in  1963,  $44  mil- 
lion in  1964  and  $80  million  in  1965. 

Hammer's  first  major  purchase  was 
Best  Fertilizers  Co.  in  1963.  Later  that 
year  he  also  bought  International  Ore 
&  Fertilizer,  which  sells  fertilizer  and 
chemicals  in  60  countries.  In  1964  he 
acquired  Jefi"erson  Lake  Sulphur  Co., 
the  third-largest  U.S.  sulphur  pro- 
ducer, which  also  has  a  large  Cana- 
dian chemical  subsidiary.  Through 
1965  and  most  of  1966  he  contented 
himself  with  picking  up  some  small 
fertilizer  and  real-estate  operations, 
the  largest  of  which  was  Deane  Bros., 
a  California  home  developer. 

More  than  Legerdemain 

Had  this  been  all.  Hammer  would 
already  have  qualified  as  one  of  the 
more  successful  practitioners  of  the 
fine  art  of  using  tax  advantages  and 
stock-market  gains  to  build  a  conglom- 
erate. But  now,  in  1965  he  was  after 
something  bigger  than  mere  acquisi- 
tions. As  this  story  is  written.  Oc- 
cidental is  beginning  to  reap  the  fan- 
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tastic  rewards  of  Hammer's  most 
daring  gut  decision  of  all — his  1965 
decision  to  challenge  the  giants  of 
international  oil  at  their  own  game 
in  faraway  Libya. 

When  he  consulted  a  number  of  his 
own  directors  and  leading  executives 
(including  one  who  had  just  com- 
pleted a  six-month  study  of  Libya 
for  another  oil  company)  they  strong- 
ly urged  him  to  forget  Libya.  The  in- 
ternational oil  game  was  supposed 
to  be  for  big  boys,  like  Texaco,  Mobil, 
Jersey  Standard  and  Royal  Dutch 
Shell.  Oxy's  revenues  were  only  $44 
million,  its  profits  barely  $7  million.  It 
had  literally  no  oil  experience  in  drill- 
ing overseas.  But  Hammer's  entrepre- 
neurial instinct  would  not  let  him  drop 
the  idea.  In  the  summer  of  1965  little 
Occidental  submitted  bids  on  four  of 
the  potentially  richest  oil  concessions 
in  Libya. 

That  started  a  remarkable  chain  of 
events.  Just  two  years  ago,  in  February 
of  1966,  upstart  Oxy  walked  off  with 
awards  for  two  of  the  best  conces- 
sions. Swiftly  it  drilled  nine  success- 
ful wells  by  May  of  1967,  including 
one  huge  play  in  the  Idris-A  field 
which  tests  indicated  would  be  cap- 
able of  producing  43,000  barrels  a 
day.  More  wells  soon  followed.  With 
equal  speed  it  laid  a  135-mile  pipeline 
to  the  Mediterranean  and  built  a 
brand-new  port  facility  at  Zueitina, 
Libya,  by  February  of  1968. 

Two  Billion  Sold 

Today,  Occidental  is  pumping  crude 
from  Libya,  bound  for  Europe,  at  the 
rate  of  over  500,000  barrels  a  day.  By 
fall  the  rate  should  rise  to  800,000 
barrels  a  day,  and  exceed  1  million 
barrels  a  day  by  next  spring — or  over 
half  a  billion  dollars'  worth  annually. 

Already  some  2  billion  barrels  of  the 
company's  Libyan  crude  have  been 
sold  on  long-term  contracts  (up  to  10 
years)  in  Europe  at  prices  above  the 
going  rates.  Moreover,  because  Oxy 
made  its  strikes  so  fast  in  Libya, 
with  remarkably  few  dry  holes,  its 
profits  per  barrel  will  be  all  the  greater. 

So  great,  in  fact,  that  when  their 
Libyan  pipeline  came  on  stream  in 
February,  Occidental  executives  began 
talking  confidently  of  throwing  off 
at  least  $500  million  in  cash  flow 
(net  profits   plus   depletion)    for  the 


*The  excess  foreign  tax  credits  arise  because 
taxes  paid  to  the  Libyan  government  are  based  on 
the  "posted"  price  of  oil  rather  than  on  the  actual 
selling  price,  which  is  lower.  Assume  the  posted 
price  is  $2.50  per  barrel,  but  that  Oxy  can  sell  it 
for  only  $2.  Assume  further  that  it  costs  Oxy  50 
cents  to  produce.  Oxy's  profit  then  is  $1..')0.  The 
Libyan  tax,  based  on  the  posted  price,  is  $1. 
But  the  U.S.  tax  would  have  been  72  cents,  or  48% 
of  the  $1.50  profit.  In  view  of  the  larger  Libyan  tax, 
the  U.S.  Government  allows  Oxy  a  tax  credit  of  28 
cents,  or  the  difference  between  the  Libyan  tax  and 
what  Oxy  would  otherwise  have  paid  in  U.S.  taxes. 
Oxy  will  not  be  able  to  use  all  its  Libyan  tax  credits 
in  the  immediate  future,  however,  since  its  over- 
seas profits  are  still  relatively  small. 


three  years  1968-70,  compared  with 
$68  million  in  1967.  They  further 
calculated  that  in  1968  alone  their  Lib- 
yan production  will  generate  at  least 
$70  million  in  excess  foreign  tax 
credits,  which  can  be  applied  against 
certain  other  foreign  profits  to  reduce 
Occidental's  income-tax  bill.*  If  its 
Libyan  output  doubles  next  year,  the 
available  tax  credits  could  be  $140 
million.  "It's  almost  another  Libya," 
enthused  Hammer. 

There  are  those  who  say  that  Occi- 
dental's success  in  Libya  was  a  matter 
of  fantastic  good  luck.  Snorts  an 
executive  at  one  of  the  large  interna- 
tional companies,  "Every  time  they 
poked  a  hole  in  the  ground,  up  came  a 
gusher."  Replies  Hammer,  "We  may 
have  been  lucky,  but  it's  because  we 
have  made  our  own  luck. 

"Luck  seems  to  come  to  the  guy 
who  works  16  hours  a  day,  seven  days 
a  week,"  he  adds. 

Even  the  sourest  skeptic  would  have 


Public  Relations.  Armand 
Hammer  has  always  had  a 
shrewd  eye  for  publicity  and 
public  relations.  Here  is  an 
Occidental  oil  derrick,  lo- 
cated in  West  Los  Angeles, 
which  won  an  award  for 
landscaping  and  architecture. 


to  concede  that  Hammer  has  indeed 
made  the  most  of  his  own  luck  at 
Oxy,  in  Libya  and  before.  One  of 
Hammer's  first  moves  after  taking 
over  at  Occidental  was  to  seek  out 
the  best  exploration  men  he  could 
find.  In  1959,  on  the  advice  of  E>r. 
Nico  van  Wingen,  the  noted  University 
of  Southern  California  petroleum  engi- 
neer, he  acquired  Gene  Reid  Drilling, 
Inc.  The  attraction  was  Eugene  C. 
Reid  himself  and  his  son,  Eugene  F. 
"Bud"  Reid;  Van  Wingen  said  they 
were  the  best  drillers  in  California, 
where  Oxy  was  doing  most  of  its 
drilling. 

The  Reids  lived  up  to  their  reputa- 
tion, gradually  rebuilding  Oxy's  di- 
minished oil-and-gas  reserves  during 
the  early  1960s.  But  equally  provi- 
dential was  the  way  Hammer  handled 
the  Reids.  For  one  thing,  he  left  them  • 
alone.  "His  job  was  to  supply  the 
money,  ours  was  to  supply  the  oil," 
explains  Bud  Reid.  Within  reason,  the 
Reids  could  drill  anywhere  they 
wanted.  "You  can't  imagine  what  a 
boost  it  is  to  your  efficiency  and  your 
morale  not  to  have  to  clear  every  new 
well  with  a  budget  committee  or  a 
board  of  directors,"  adds  the  younger 
Reid,  who  had  worked  for  one  of  the  ; 
giant  oil  companies.  Shell,  before 
joining  his  father.  "That's  what  they 
have  to  do  at  almost  all  the  majors." 

Make  'em  Rich 

Further,  Hammer  dangled  some 
rather  enticing  financial  bait  under 
their  noses  in  the  form  of  generous 
stock  options,  and  not  just  to  the 
leading  executives,  but  to  men  in  key 
operating  positions  down  the  line  who 
were  earning  salaries  as  low  as  $10,000 
a  year.  "We  go  down  as  far  as  the 
superintendent  out  on  the  drilling  rig," 
says  Hammer.  "He's  in  a  position  to 
make  or  break  you.  I  don't  think  the 
major  companies  believe  in  that." 

Hammer  likes  to  point  out  that 
"some  of  our  geologists  have  become 
millionaires."  Gene  Reid  himself,  who 
retired  last  year  as  the  company's 
senior  executive  vice  president,  owns 
Oxy  shares  valued  at  nearly  $27  mil- 
lion. His  son,  Bud,  who  now  heads 
the  oil-and-gas  division,  owns  Oxy 
stock  worth  more  than  $4  million. 
Small  wonder  that  Oxy's  geologists  be- 
came increasingly  "lucky."  Even  to- 
day, with  a  large  measure  of  success 
under  their  belts,  the  geologists  work- 
ing in  Reid's  Bakersfield  headquarters 
do  a  day's  work,  go  home  for  dinner 
and  then  return  to  pore  over  their 
maps  and  drawing  boards  into  the 
evening.  "It  looks  like  a  war-produc- 
tion plant  up  there  at  night,"  says 
Hammer. 

What's  more,  Oxy  was  able  to  attract 
some  highly  talented  geologists  from 
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other  companies.  One  had  been  un- 
able to  persuade  his  former  employer, 
Texaco,  to  drill  deeper  on  a  block  of 
land  he  considered  especially  promis- 
ing. The  Reids  listened  to  his  story, 
decided  he  was  right  and  commenced 
drilling  600  feet  away  from  Texaco's 
dry  hole.  Only  they  went  1,000  feet 
deeper.  The  result:  the  S200-million 
Lathrop  gas  field,  one  of  the  richest 
ever  discovered  in  California. 

Says  Hammer:  "The  Lathrop  field 
was  the  thing  that  really  made  us.  We 
were  still  a  very  small  company  then 
and  we  needed  something  big  like  that 
to  get  us  rolling." 

The   Right   Deal 

To  a  considerable  degree.  Hammer 
made  his  own  luck  in  Libya  too. 
During  personal  trips  to  Libya  in  the 
early  Sixties  he  had  learned  that 
agricultural  development  was  the 
desert  nation's  greatest  need.  In  order 
to  compete  with  the  major  companies. 
Hammer  decided  that  Occidental 
would  do  two  unique  things.  First,  it 
would  offer  to  do  a  feasibility  study 
on  building  a  plant  to  produce  am- 
monia (for  fertilizer)  using  natural 
gas  flared  off  Libyan  oil  wells.  Second. 
Occidental  would  also  offer  to  hand 
over  to  the  Libyans  5%  of  any  pre- 
tax profits  it  earned  in  that  country, 
to  be  used  for  agricultural  develop- 
ment. 

When  bids  were  submitted  in  July 
1965,  Oxy  decided  to  try  for  only 
four  concessions.  But  it  would  try  for 
what  it  thought  were  the  four  best 
ones,  even  though  the  majors  would 
be  bidding  hard  for  them  too.  Adding 
a  final  touch.  Oxy  bound  its  bids  with 
ribbon  of  red.  green  and  black,  the 
Libyan  national  colors.  When  the  bids 
were  opened,  revealing  Oxy's  unusual 
offers  of  agricultural  aid.  competitors 
were  taken  aback.  Richard  H. 
Vaughan.  Oxy's  chief  geologist  and 
vice  president  for  Libyan  operations, 
recalls  that  one  big  company  presi- 
dent turned  to  his  Libyan  manager 
and  growled,  "Why  the  hell  didnt  you 
think  of  that?"  Hammer  is  convinced 
these  offers  swung  the  bidding  in 
Oxy's  direction. 

But  it  was  admittedly  an  expensive 
proposition  that  Occidental  had  ad- 
vanced, and  it  got  even  more  expen- 
sive. The  awarding  of  concessions  was 
delayed  through  late  1965  when  the 
Organization  of  Petroleum  Exporting 
Countries  (OPEC),  which  includes 
the  world's  major  oil-producing  na- 
tions, decided  to  hike  its  tax  demands 
from  oil  company  concessionaires. 
To  stay  in  the  Libyan  bidding.  Occi- 
dental would  have  to  agree  to  the 
higher  OPEC  demands.  Again  Oxy 
executives  balked,  but  Hammer  in- 
sisted on  plowing  ahead. 


Now  the  company  was  committed 
to  the  Libyan  venture  as  never  before. 
Realizing  this,  Vaughan  in  Libya  took 
bold  action  in  February  1966.  He  took 
the  unusual  step  of  signing  up  (at 
$60,000  a  month)  the  only  exploration 
crew  in  that  part  of  the  world  that 
used  the  new  computer-aided  seismo- 
graphic  techniques  that  were  just  then 
coming  into  vogue.  The  gamble  paid 
off.  Oxy  received  two  concessions  when 
the  bids  were  awarded  late  in  February. 
Within  two  weeks  it  was  able  to  move 
its  exploration  crew  into  the  desert, 
literally  months  ahead  of  its  competi- 
tors. There  Oxy  made  incredible 
strikes,  one  of  them  on  the  very  spot 
where  an  earlier  concessionaire,  who 
had  relinquished  the  land,  had  located 
its     base    exploration    camp.    Today 


Tax  Credits.  Oxy  fertilizer 
is  shown  being  loaded  for 
shipment  abroad;  foreign 
earnings  are  important  for  the 
cdmpany  to  utilize  its  ex- 
tensive   foreign    tax    credits. 


Oxy's  Libyan  finds,  still  only  20% 
developed,  have  proved  reserves  total- 
ing more  than  2.7  billion  barrels  of 
crude. 

But  now  the  question  became:  What 
to  do  with  all  that  oil?  To  get  their 
crude  to  the  coast  Occidental  needed 
a  135-mile,  40-inch  pipeline,  and  fast. 
Experienced  hands  said  it  would  take 
at  least  three  years  to  manufacture  the 
pipe  and  the  huge  pumps  required  to 
transport  them  to  Libya  and  to  lay  the 
pipeline  and  get  it  into  operation.  Oxy 
did  it  in  ten  months.  How?  It  found 
a  pipe  concern  in  Italy  that  had  just 
finished  making  40-inch  pipe  for  a 
Trans-Alpine  oil  line;  its  tools  and 
jigs  were  in  place,  all  set  to  go.  Then 
it  found  a  company  in  San  Diego 
that  just  happened  to  have  in  stock, 
already    assembled,    the    huge,    over- 


sized turbines  Oxy  needed. 

As  for  marketing.  Occidental  knew 
it  had  a  leg  up  to  begin  with,  since  its 
crude  was  of  a  very  high  quality.  The 
sulphur  content  of  its  Libyan  crude 
is  less  than  0.20%  compared  with  an 
average  of  2'/2%-3%  for  most  Mid- 
dle Eastern  crude  being  sold  in  Europe. 
This  was  indeed  a  powerful  selling 
point  for  the  European  marketing 
organization  of  the  Signal  Companies 
(then  Signal  Oil  &  Gas),  which  Oc- 
cidental had  enlisted  to  handle  the 
selling  of  its  Libyan  output. 

Then,  at  just  the  right  moment  for 
Occidental,  the  six-day  Arab-Israeli 
war  broke  out  in  June  1967,  and  the 
Suez  Canal,  through  which  Middle 
Eastern  oil  flows  to  Europe,  was  shut 
down.  The  closing  of  the  canal,  which 
remains  closed,  provided  Occidental 
with  another  timely  selling  advantage. 
Crude  from  Libya  does  not  have  to 
pass  through  Suez.  Occidental  is 
tight-lipped  about  its  specific  con- 
tract arrangements  in  Europe.  It  is 
known,  however,  that  it  has  contracts 
of  up  to  ten  years  for  about  2  billion 
barrels  of  its  Libyan  oil  at  prices  well 
above  the  previously  depressed  rates. 

Next  Chapter 

The  kind  of  momentum  that  Occi- 
dental has  generated  does  not  sud- 
denly cease.  There  is  no  reason  to 
believe  that  Armand  Hammer  and  his 
aides  are  going  to  stop  with  being  a 
$1 -billion  company.  Nor  need  they. 

As  Tom  Wachtell  puts  it:  "All  that 
oil  is  grand,  but  it  does  pose  one  hell 
of  a  problem — how  to  put  our  Libyan 
profits  to  work  profitably."  Specifical- 
ly, how  is  Occidental  going  to  use 
$500  million  in  cash  flow  over  the 
next  three  years,  and  its  large  excess 
foreign  tax  credit? 

Most  large  oil  companies  have  no 
trouble  finding  ways  to  put  large  sums 
of  money  to  work  profitably.  Most  of 
them  are  integrated:  They  not  only 
produce  crude  but  also  refine  it  and 
market  it.  They  can  almost  always 
use  more  cash  flow  to  expand  their 
service-station  networks  or  to  build 
new  refineries  or  to  buy  tankers  or 
to  lay  new  pipelines. 

Occidental,  by  contrast,  is  basically 
a  producer,  selling  its  crude  oil  and 
gas  at  wholesale  to  others  who  refine 
it  and  market  it.  It  has  relatively  few 
service  stations,  even  counting  the 
1,000  or  so  that  it  acquired  this  past 
February  by  exercising  an  option  to 
buy  Signal's  European  business  (the 
same  outfit  that  had  been  selling  its 
Libyan  crude).  Nor  does  it  have  any 
refineries,  save  three  in  Europe  ac- 
quired from  Signal.  That  being  the 
case.  Occidental  does  not  have  the 
same  pressure  to  look  for  more  crude 
— and   why  press   your  luck?   There 


aren't  many  Libyas  sitting  around. 

And  so  it  was  that  in  late  1966, 
when  it  was  evident  that  Oxy  had  hit 
it  big  in  Libya,  Hammer  stepped  up 
the  acquisition  pace.  In  quick  succes- 
sion he  picked  up  two  large  crude 
marketers,  Permian  Corp.  and  Mc- 
Wood  Corp.  Their  combined  revenues 
of  $475  million  in  the  mid-continent 
area  permitted  Oxy  to  branch  out  from 
its  concentration  on  the  West  Coast. 

Then  in  the  spring  of  1967  he  tried 
to  acquire  San  Francisco's  Kern 
County  Land  Co.,  a  $176-million 
(revenues)  outfit  with  large  unde- 
veloped land  and  natural-resource 
holdings.  "The  stock  was  a  real 
sleeper,"  says  Hammer.  "It  had  been 
kicking  around  at  $50  for  years." 
Hammer  made  a  tender  offer,  but  in 
the  noisy  public  battle  that  followed, 
Tenneco,  the  large  conglomerate,  even- 


Oxy's  stock  suddenly  dipped  some  10 
points  in  February.  So  Hammer  did 
the  next  best  thing:  He  exercised  an 
earlier  option  to  buy  Signal's  Euro- 
pean operations.  That  gave  him  con- 
trol (and  a  full  share  in  the  profits) 
of  the  marketing  of  his  Libyan  crude. 
In  March  Hammer  got  what  may 
be  his  prize  catch:  New  York-based 
Hooker  Chemical  Corp.,  a  well-man- 
aged $365-million  producer  of  basic 
and  upgraded  chemicals  (mostly 
chlorine-derived)  and  metal-treating 
chemicals.  When  the  Hooker  acquisi- 
tion is  completed,  possibly  late  this 
month,  Occidental  will  have  over  $1 
billion  in  annual  revenues  and  add  per- 
haps an  extra  $25  million,  or  50  cents 
a  share,  in  profits.  Oxy  will  gain  a  new 
president  too,  in  the  person  of  Hook- 
er's Thomas  Willers.  Hammer,  though, 
will  remain  board  chairman  and  chief 
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tually  won  Kern  County.  Oxy  did  not 
come  off  badly,  netting  $12.8  million 
by  selling  its  KCL  interest  to  Tenneco, 
but  it  lost  a  prime  investment  oppor- 
tunity. 

In  August  Hammer  bounced  back 
by  acquiring  Island  Creek  Coal  Co., 
the  third-largest  U.S.  coal  producer, 
with  sales  of  $140  million.  When  that 
acquisition  was  completed  in  January 
1968,  Hammer  cooked  up  another 
deal  to  merge  with  Oxy's  Los  Angeles 
neighbor.  Signal  Oil.  Signal  had  made 
itself  into  a  conglomerate  by  purchas- 
ing Mack  Trucks  and  Arizona  Ban- 
corporation  in  1967  and  Garrett  Corp. 
in  1964.  More  alluring,  had  the  merger 
gone  through,  it  would  have  given  Oxy 
its  first  foothold  in  domestic  refining 
and  marketing,  and  thus  a  natural  out- 
let not  only  for  its  Libyan  profits  but 
also  some  of  its  Libyan  crude.  The 
acquisition  fell  through,  however,  when 


executive. 

As  quickly  as  he  has  moved,  how- 
ever. Hammer  has  been  careful  to 
stick  to  natural-resource  companies  or 
at  least  to  areas  related  closely  enough 
to  oil  and  gas  as  to  be  readily 
understood  by  Oxy's  top  managers — 
but  especially  natural  resources,  be- 
cause that  is  what  Hammer  readi- 
ly understands.  Says  he:  "Natural  re- 
sources don't  do  you  very  much  good 
in  the  ground  unutilized.  You've  got 
to  get  them  out  of  the  ground  and 
put  them  to  work.  That's  what  we're 
trying  to  do." 

Occidental  will  have  all  its  cash  flow 
from  Libya  to  use  in  getting  those 
resources  out  of  the  ground.  Last 
year  Occidental  itself  (including  Island 
Creek)  spent  $124  million  on  capital 
projects  and  exploration,  while  Hooker 
spent  another  $43  million.  This  year, 
without  Hooker,  Oxy  already  has  in 


the  works  plans  to  spend  $200  million. 
Hammer  wants  to  make  sure  of  two 
things:  That  the  cash  flow  from  Libya 
doesn't  sit  idle;  and  that  as  few  as 
possible  of  the  tax  credits  are  wasted. 
"For  example,"  says  Commons, 
"say  Island  Creek  intended  to  open  up 
ten  new  mines  over  the  next  ten  years, 
or  one  a  year.  Well,  the  Doctor  may 
say  to  them,  'Open  them  all  next  year.'  " 

Does  He?  Or  Doesn't  He? 

Armand  Hammer  has  long  been 
a  controversial  character.  As  recently 
as  last  November,  the  Wall  Street 
Journal  did  an  article  with  a  head- 
line: Critics  Say  Occidental  Trum- 
pets Good  Tidings,  Plays  Down  The 
Rest.  A  few  years  earlier,  Forbes  com- 
mented: "Like  so  many  supersales- 
men,  Dr.  Armand  Hammer  some- 
times lets  his  tongue  run  away  with 
him."  Both  the  Forbes  and  Journal 
pieces  talked  about  Hammer's  fast 
way  with  a  press  release,  his  tendency 
to  exaggerate  his  accomplishments, 
his  extremely  liberal  bookkeeping. 
Both  articles  told  how  Hammer,  by 
use  of  such  techniques,  helped  raise 
the  price  of  Occidental  stock,  in  effect 
creating  capital  to  use  in  acquisitions. 
As  seen  earlier.  Hammer  has  not  hesi- 
tated to  take  production  payments  into 
current  income.  Nor  has  he  been  at 
all  bashful  about  lumping  extraordi- 
nary gains  on  sales  of  property  or 
stock  into  reported  net  earnings. 

Far  from  apologizing  for  this  sort 
of  thing.  Hammer  simply  points  out 
that  today's  investors  are  interested  in 
earnings  rather  than  in  buried  assets, 
in  growth  rather  than  depression  resis- 
tance. "The  trouble  with  most  natural- 
resource  companies  is  that  they  leave 
their  resources  in  the  ground,"  he 
argues.  "That's  why  so  many  of  them 
sell  at  such  low  price-earnings  multi- 
ples. We're  not  going  to  let  that  hap- 
pen to  us." 

The  long  and  short  of  it  is  that 
Armand  Hammer,  like  many  another 
great  entrepreneur  before  him,  is  a 
mixture  of  smart  businessman  and 
smart  stock-market  man. 

Self-conscious  about  his  reputation. 
Hammer  told  Forbes  last  month: 
"People  say  it's  Dr.  Hammer  this  and 
Dr.  Hammer  that,  but  I'm  just  the 
cheer  leader  who  gets  the  enthusiasm 
up  in  our  fellows."  But  then  he 
couldn't  resist  disclaiming  this  dis- 
claimer. "I've  been  right  so  often, 
they've  learned  to  depend  on  me,  to 
trust  my  judgment,"  he  added. 

But  there's  no  getting  away  from 
the  facts:  Occidental  Petroleum  seems 
firmly  on  its  way  to  becoming  one  of 
the  great  American  corporations. 
Armand  Hammer  may  have  let  his 
tongue  run  away  on  occasion,  but  he 
never  lost  his  head.  ■ 
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FORBES,  JUNE  1,  1968 


What  we  make  today 
makes  tomorrow  possible 


Where  and  how  America  lives  is  the  great  chal- 
lenge of  tomorrow.  A  challenge  being  met  today  by 
Engelhard  Minerals  &  Chemicals.  In  the  booming 
future  of  residential  and  commercial  building, 
Engelhard's  thousands  of  products  will  be  every- 


where. Products  of  gold,  silver  and  the  platinum 
family.  Various  ferrous  and  non-ferrous  ores,  met- 
als and  minerals.  A  handful  are  mentioned  below 
...a  headful  are  ready  for  tomorrow.  At  Engelhard, 
keeping  ahead  of  your  business  is  our  business. 
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MINERALS  S  CHEMICALS  CORPORATION 

113  Astor  Street,  Newark,  New  Jersey  07114 


Precious  metal 
coatings  for  house- 
hold circuitry,  for  decorating 
radios,  ranges,  clocks. 


Platinum,  palladium, 

gold  components 

are  vital  to  telephone  switching 

equipment. 


Kaolin  clays  are  an  important 
part  of  interior  paints, 
fillers  for  dry  wall  construction 
adhesives.  " 


Thermostatic  bi-metals 

control  heating  and 
air-conditioning  units. 


recious  metal  contacts 

r  electrical  appliance^ 
d  systems.  ^  "^ 

apulgite  clays  are 

;d  in  lawn  pesticides  ' 
d  pet  litters.  ' 

quid  gold 
oatings  reflect 
nfrared  lamp  heat 
onto  sidewalks  ' 
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Brazing  alloys 

for  sealing 
connecfions  in 
refrigerators,  ranges, 
plumbing  fixtures. 

Platinum-rhodium 

bushings  help 

•    produce  fiberglass 
•  ^  fabrics  for 

draperies 
and  curtains. 


Calcium  carbonate 

used  for  producing 

vinyl  upholstery 

fabrics. 

Gold  spandrelite 

'       glass  window 
facings  reflect 
heat,  add 
beauty. 


Meet  Burt  Kleiner 

The  appearance  of  his  firm's  name  on  the  stockholder  roster  strikes  fear  into  con- 
servative managements.  But  the  flamboyant  Los  Angeles  stockbroker  maintains  he's 
creating  seed  capital  for  great  companies  of  the  future  by  buying  into  tired  old  ones. 


Anyone  who  stays  abreast  of  the  fi- 
nancial news  is  aware  by  now  that 
Burt  Kleiner,  the  43-year-old  Beverly 
Hills  stockbroker  and  corporate  deal- 
maker,  wears  long  sideburns,  collects 
pop  art,  patronizes  hippie  movements, 
tools  around  town  in  a  souped-up  Ex- 
calibur  automobile  honking  its  klaxon 
at  his  show-biz  friends  and  jets  back 
and  forth  across  the  country  poking  his 
nose  into  one  deal  after  another. 

Is  this  any  way  for  a  financier  to 
act?  Perhaps  not,  but  money  ulti- 
mately commands  respect,  and  over 
the  past  few  years  Burt  Kleiner  has 
been  making  money  hand  over  fist. 
Just  seven  years  ago  he  was  a  cus- 
tomers' man  at  the  Los  Angeles  firm 
of  Cantor,  Fitzgerald  &  Co.  In  1961 
he  teamed  with  fellow  customers'  man 
Lionel  Bell  and  Hollywood  lawyer 
Ralph  Shapiro  to  start  the  firm  of 
Kleiner,  Bell  &  Co.  with  capital  of 
$350,000.  Today  their  original  grub- 
stake has  grown  to  over  $60  million 
in  assets  and  around  $10  million  in  net 
worth.  Most  of  that  growth  has  come 
as  a  result  of  Kleiner's  own  activities 
as  a  deal-maker. 

The  Western  Influence.  Kleiner's 
flamboyant  ways  might  be  a  handicap 
in  the  East.  Not  so  in  the  West,  and 
today  Kleiner's  western  money  and 
western  ways  are  exerting  influence 
right  across  the  country.  A  few  weeks 
ago  Robert  Stevenson  of  AUis-Chalm- 
ers  and  George  Scharff^enberger  of 
City  Investing  were  attempting  to  ham- 
mer out  the  details  of  their  much-pub- 
licized merger  proposal.  For  several 
days  Stevenson  and  Scharffenberger 
haggled  back  and  forth  before  finally 
calling  off  the  deal.  Where  did  the 
bargaining  take  place?  Not  in  Allis' 
Milwaukee  offices  or  in  City  Invest- 
ing's  Tuxedo,  N.Y.  headquarters.  It 
took  place  in  Burt  Kleiner's  bustling 
Beverly  Hills  and  New  York  offices, 
and  under  his  ever-watchful  eye. 

Kleiner  was  in  the  driver's  seat.  He 
and  his  clients  own  14%  of  Allis' 
stock.  Moreover,  Kleiner  is  not  at  all 
reluctant  to  throw  his  weight  around 
when  the  occasion  demands.  Kleiner 
bought  into  Allis-Chalmers  late  last 
summer,  shortly  after  the  company 
had  turned  down  a  $55-a-share 
merger  offer  from  Jim  Ling  of  Ling- 
Temco-Vought.  "That  put  Allis  under 
an  obligation  to  find  something  better 
for  its  stockholders,"  reasoned  Klein- 


34 


\      F^t^ 


Movie  Actor?  No,  it's  Los 
Angeles  stock  broker  Burt 
Kleiner  (43).  Born  and  raised 
in  L.A.,  Kleiner  graduated 
in  accounting  from  UCLA, 
started  his  own  firm  in  Holly- 
wood, by  age  23  had  five 
other  accountants  working  for 
him.  Now  he's  a  terror  to 
conservative       managements. 


er,  "so  it  looked  like  a  good  buy." 
When  Signal  Oil  &  Gas  offered  $46  a 
share  in  November,  and  Allis  showed 
signs  of  accepting,  Kleiner  killed  the 
deal.  "If  it  was  worth  more  a  few 
months  earlier,  it  certainly  wasn't 
worth  less  then,"  he  says. 

The  collapse  of  the  Stevenson- 
Scharffenberger  talks  may  also  have 
been  Kleiner's  doing.  He  came  close 
to  saying  as  much  one  day  when  the 
talks  broke  off  for  lunch.  City's  offer 
was  for  just  over  $42  a  share,  and 
already  there  were  rumors  that  an- 
other conglomerate,  Charles  Bluh- 
dorn's  Gulf  &  Western  Industries,  was 
interested.  "Who  knows?"  mused 
Kleiner.  "It  could  be  that  Allis-Chalm- 
ers is  worth  $60  or  $70  a  share  to  the 
right  buyer."  (Bluhdorn's  offer,  made 
shortly  after  City  Investing  backed  off, 
was  for  only  about  $40,  however.) 

Though    no   deal   has   materialized 


yet,  Kleiner  owes  much  of  his  suc- 
{;ess  to  Scharffenberger,  Bluhdorn, 
•Ling  and  other  conglomerate  acquisi- 
tors.  They  are  willing  to  shell  out 
generous  sums  to  keep  their  conglom- 
erates conglomerating.  This  has  stimu- 
lated today's  hyperactive  acquisition 
atmosphere  in  U.S.  business.  It  is 
ready-made  for  Kleiner.  With  the 
backing  of  an  expanding  list  of 
wealthy  clients,  his  specialty  is  to  take 
a  position  in  the  kind  of  asset-heavy 
company  that  is  likely  to  attract  an 
acquisitor  and  then  hold  out  until  he 
gets  a  buyer  willing  to  pay  his  price. 
"There's  no  question,"  says  Kleiner 
contentedly,  "that  the  conglomerates 
have  made  life  a  lot  easier  for  us. 

"There  is  great  opportunity  to  make 
money  in  these  asset-laden  companies, 
where  the  lethargy  of  time  and  size  has 
caused  them  to  fall  behind  the  modern 
pace,"  explains  Kleiner.  "All  they 
need  are  some  adrenalin  shots  to  put 
their  underutilized  assets  to  use.  This 
of  course  makes  them  worth  more  than 
they  are  currently  selling  for,  so  we 
take  a  position  in  some  of  these  under- 
valued situations  and  look  for  some- 
one who  thinks  he  can  pep  them  up." 
Allis-Chalmers  last  year  earned  only 
$5  million  despite  sales  of  $822  mil- 
lion and  assets  of  $637  million,  and 
so  fits  Kleiner's  description. 

Kleiner  found  a  similarly  attractive 
opportunity  in  Studebaker  a  year  or 
so  ago,  the  deal  that  first  thrust  him 
into  the  public  spotlight  (Forbes, 
July  1,  1967).  Early  in  1966  it  oc- 
curred to  Kleiner  that  there  was  a  lot 
more  profit  to  be  gotten  out  of  the  for- 
mer automaker's  assets  than  was  being 
earned.  So  he  bought  some  200.000 
shares.  The  same  idea  apparently 
dawned  on  George  Murphy,  the  Hon- 
olulu financier.  He  picked  up  some 
500,000  Studebaker  shares.  A  fight 
soon  developed  for  control  of  the  com- 
pany between  Kleiner  and  Murphy, 
who  had  the  backing  of  Studebaker's 
management.  Peace  was  finally  de- 
clared in  the  spring  of  1967,  after  a 
flurry  of  lawsuits  and  a  near  proxy 
fight.  Kleiner  did  not  win  control,  but 
he  got  what  he  wanted  most  of  all — a 
nice  fat  profit.  He  sold  his  shares  at 
as  much  as  twice  what  he  paid  for 
them  and  got  a  $395,000  expense 
reimbursement  plus  one-third  of  a 
$750,000  fee  for  helping  Studebaker 
merge  with  Wagner  Electric. 
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v-hronic  slumitis  —  the  festering 
icer  that  gnaws  at  the  vitals  of  America's  large  cities.  It's  a  big  problem.  A  multi-billion  dollar  prob- 
n.  No  single  person,  or  corporation,  has  the  complete  cure.  But  Crane  is  concerned  . . .  and  concern 
5  led  to  involvement.  We're  attacking  the  problem  in  the  area  we  know  best  —  the  mechanical  core 
new  and  rejuvenated  buildings  —  with  emphasis  on  lasting  quality  at  a  practical  price.  Stepped-up 
ane  research  has  produced  such  quality-at-practical-cost  products  as  a  pre-built  modular  bathroom 
It  installs  in  half  a  day;  unitized  apartment  kitchenettes;  miniaturized  heating  and  cooling  systems, 
e're  attacking  a  part  of  a  part  of  a  very  complex  problem  with  our  own  special  brand  of  creative 
iftsmanship.  Urban  renewal  is  a  growing  challenge.  But  as  the  challenge  grows,  so  grows  Crane. 
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300  PARK  AVENUE.  NEW  YORK.  N.Y.  10022 


Higher  Earnings 


R  SAVINGS 


You  earn 

5.13% 

at  our  cur- 
rent rate  of 

5.00% 

if  account 
held  1  year. 

.25% 

bonus 
available 

Assets  over  $700,000,000 
SAFETY— More  than  $250,000,000  in 
accounts  over  $10,000  each. 
AVAILABILITY- High  14%  liquidity 
ratio  assures  prompt  avail- 
ability of  your  funds. 
SAVE  BY  AIR  MAIL-We 
process  promptly  and  pay 
air  mail  postage  both  ways. 

*Funds  received  by  the  10th  of  any 
month  earn  from  1st;  thereafter  from 
date  of  receipt.  Earnings  compounded 
daily  and  paid  to  date  of  withdrawal. 
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George  Ross 

Coast  Federal  Savings  t,  Loan  Assn. 
9th  li  Hill,  Los  Angeles,  California  90014 

D  Please  open  a  savings  account.  Enclosed  is 

my  check  in  the  amount  of  $ 

D  Individual  Account  □  Joint  Account 

D  Here's  my  passbook.  Transfer  my  account. 
D  Please  send  full  information  on  bonus  accts. 


Name(s)_ 


Address- 


-Zip- 


Maybe  she  will. 
Maybe  she  won't. 

ml 

And  maybe  you  won't  know 
until  it's  too  late.  For  both  of 
you.  Drive  defensively. 

Watch  out  for  the 
other  guy.  (or  gal) 


Published  to  uve  Iivm  in  cooperilion  with 
The  Adveftisini  Council  and  Tht  rttlionji  Salttr  Council. 


No  doubt  Kleiner  will  shortly  find 
other  such  juicy  targets  when  he 
finally  takes  his  profit  out  of  AUis- 
Chalmers,  or  perhaps  even  earlier, 
since  his  growing  reputation  as  a 
money-maker  is  bringing  fresh  client 
money  into  Kleiner,  Bell  at  a  very 
rapid  clip.  He  has  already  acquired  a 
25'^c  interest  in  the  Boston  &  Maine 
Railroad,  rich  in  tax  credits  but  poor 
in  earning  power. 

Means  to  an  End.  Yet  for  all  his 
blossoming  reputation  as  a  dealer  in 
big,  undervalued  companies.  Kleiner 
says  he  regards  these  activities  as  mere- 
ly a  means  to  an  end.  As  he  explains 
it,  there  is  not  enough  money  to  be 
made  in  special  situations  to  suit  his 
fancy — at  least,  not  really  big  money. 
"Essentially  these  are  low-risk  situa- 
tions, where  you  can't  get  hurt  very 
badly,"  he  says.  "And  for  that  reason 
they  are  also  relatively  low-gain  situ- 
ations. The  real  money  in  investment 
banking  is  to  be  made  by  sponsoring 
small  companies  that  grow  up  to  be- 
come big,  strong  ones." 

Kleiner,  in  short,  yearns  for  the  re- 
spectability that  would  come  from 
creating  companies  rather  than  mere- 
ly forcing  them  into  mergers.  He  and 
his  partners  dream  of  shedding  their 
reputation  as  a  hot  "special  situations" 
house.  They  would  like  someday  to 
take  their  place  beside  the  great  New 
York  investment  banking  houses.  As 
Lehman  Brothers,  for  example,  backed 
infant  Litton  Industries  15  years  ago, 
so  Burt  Kleiner  yearns  to  become  guar- 
dian angel  to  "half  a  dozen  small  com- 
panies that  15,  20,  or  25  years  from 
now  will  be  in  the  front  rank  of  Ameri- 
can business." 

Explains  Kleiner:  "To  find  the  half- 
dozen  companies,  the  odds  say  you 
must  back  a  great  many  small  ones. 
That  means  spreading  a  lot  of  money 
around  in  a  lot  of  different  enterprises. 
But  to  attract  a  lot  of  money  you  must 
first  acquire  a  reputation.  How  do  you 
do  that?  Well,  one  way  is  to  operate  in 
these  large,  undervalued  situations  like 
Studebaker  and  AUis.  The  risk  factor 
is  not  very  great,  and  you  build  up 
some  profits.  But.  most  important,  you 
attract  more  attention  than  you  do  by 
concentrating  on  something  like  ABC 
Oceanography.  You  deal  successfully 
in  a  Studebaker  and  it  begins  to  open 
up  a  lot  of  doors.  When  people  real- 
ize that  your  opinions  were  correct  in 
these  large  situations,  they  respect 
your  opinions  when  you  start  talking 
about  an  .ABC  Oceanography.  You  be- 
gin to  build  up  the  kind  of  backing  you 
need  to  sponsor  a  large  number  of 
these  companies  of  tomorrow." 

The  list  of  smaller  companies 
Kleiner,  Bell  is  sponsoring  these  days 
includes  outfits  like  DayHn,  Inc.,  Gen- 


eral Host  Corp.,  Stylon  Corp.,  Allen 
Electric  &  Equipment  Co.,  Seaboard 
Life  Insurance  Co.  of  America,  Un- 
excelled Inc.  and  Minnie  Pearl  Chick- 
en System,  Inc.  Perhaps  none  of  these 
companies  will  be  truly  big  winners  in 
the  future.  But  from  their  likes  Kleiner 
and  his  colleagues  hope  to  nurse  at 
lea^t  a  handful  into  corporate  greats. 

Kleiner  insists  that  his  attitude  to- 
ward the  management  of  his  com- 
panies is  strictly  hands  off.  "We're 
here  merely  to  give  aid  and  advice 
whenever  it's  needed,"  he  says.  This  is 
not  strictly  true.  Shortly  after  taking  a 
position  in  Unexcelled,  for  example,  he 
sent  in  a  team  of  consultants  to  ap- 
praise a  new  subsidiary.  Their  verdict: 
Fire  the  president.  A  few  weeks  later 
a  new  president  took  office. 

Unexcelled,  in  fact,  is  fairly  typical 
of  many  of  the  companies  Kleiner  is 
betting  on.  A  very  large  number  of 
them  are  in  so-called  service  busi- 
nesses. "I  believe  that  in  the  future,  as 
the  economy  grows  and  people  have 
more  wealth  and  leisure  time,  these 
service  companies  are  going  to  grow 
even  faster  than  the  economy." 

Chicken,  etc.  Unexcelled's  main 
business,  for  example,  is  department 
store  retailing  under  the  Twin  Fair 
name.  It  is  also  in  aircraft  mainten- 
ance and  the  transportation  of  out- 
size air  freight.  Daylin  is  primarily  a 
drug  retailer.  General  Host  is  a  com- 
mercial baking  concern  and  also  op- 
erates a  string  of  national  park  tourist 
facilities.  Minnie  Pearl  Chicken  is  a 
promotional  restaurant  franchiser.  The 
promotional  nature  of  the  companies 
seems  hardly  to  square  with  Kleiner's 
lofty  ambitions,  but  Kleiner  counters 
this  by  pointing  out  that  Litton  Indus- 
tries was  untested  when  Lehman 
sponsored  it  a  decade  and  a  half  ago. 

Certainly  many  of  Kleiner,  Bell's 
companies  have  done  well  in  the  mar- 
ket. Daylin  convertible  debentures,  un- 
derwritten by  the  firm  in  April  at  par 
of  1 00,  now  sell  for  around  1 30.  Stylon 
debentures,  brought  out  recently,  now 
go  for  around  180,  though  most  have 
been  converted.  Unexcelled's  common 
has  roughly  doubled  in  price  to  nearly 
45  since  Kleiner,  Bell  entered  the  pic- 
ture. Minnie  Pearl's  stock  has  doubled 
from  20  into  the  40s. 

And  so  Burt  Kleiner  sees  himself  as 
a  man  who  is  preying  on  slow-moving 
older  corporations  in  order  to  raise  the 
money  to  build  glamorous  new  ones. 
Not  everybody  sees  his  activities  in 
the  same  favorable  light  he  does,  but 
the  basic  truth  is  that  Burt  Kleiner 
did  not  create  today's  market  condi- 
tions; he  merely  takes  shrewd  and  ag- 
gressive advantage  of  them.  If  Kleiner, 
Bell  didn't  do  the  job,  then  somebody 
else  almost  certainly  would.  ■ 


36 


FORBES,  JUNE  1,  1968 


A  slg^-high  pipe  line  "^ 

^  was  needed  _    1 
tofiet  oil  over  the  Andes! 


Texaco  rose  to  the  occasion 


Deep  in  the  rain  forests  of  Colombia,  up  in  the 
headwaters  of  the  Amazon  River,  cut  off  from  the 
Pacific  by  the  towering  Andes,  lie  newly  discovered 
deposits  of  crude  oil. 

It's  quite  a  job  to  develop  these  oil  fields. 

To  get  to  the  oil,  the  world's  greatest  airlift  by 
commercial  helicopters  was  used  to  fly  in  men  and 
equipment— even  drilling  rigs  and  housing. 

To  get  the  oil  out,  the  Trans-Andean  pipe  line 
had  to  be  built  193  miles  to  the  coast— a  sky-high 
pipe  line,  crossing  the  Andes  at  1 1,500  feet.  In  fact, 
an  airborne  pipe  line  (see  photograph). 

This  called  for  a  huge  investment  in  time,  men, 
and  money... a  heavy  investment  over  a  period  of 
years,  before  any  revenue  can  be  realized. 

But,  at  Texaco,  we  feel  that  these  new  reserves 
are  worth  developing— to  expand  and  diversify  our 
oil  production  still  further.  So,  holding  a  one-half 
interest  in  all  of  these  operations,  we're  going  to  great 
lengths  to  develop  these  reserves. 

And  to  great  heights.  iTElfACOl 
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Right  Foot  and  Wrong 

Ten  years  ago  Shoe  Corp.  of  America  arid  Edison  Brothers  were  run- 
ning neck  and  neck  in  profitability.  Now  look  at  the  difference. 


Neither  Irving  Edison,  president  of 
Edison  Brothers  Stores,  nor  Herbert 
H.  Schiflf,  president  of  Shoe  Corp.  of 
America,  likes  to  contrast  their  rec- 
ords. "Comparisons  like  this  aren't 
really  meaningful,"  says  Schiflf. 

But  while  the  reason  for  Edison's 
reluctance  is  modesty,  Schiflf's  is  pru- 
dence. For  Shoe  Corp.'s  recent  profit 
record  is  one  of  the  worst  in  the  retail 
shoe  industry.  Last  year,  for  instance, 
Edison  earned  $10.5  million  on  sales 
of  $204.5  million  for  a  20%  return 
on  equity,  Shoe  Corp.  only  $3.5  mil- 
lion on  sales  of  $264  million,  an  11% 
return. 

Even  Start.  A  decade  ago,  however, 
the  only  important  differences  between 
the  two  companies  was  that  Shoe 
Corp.  was  doing  some  shoe  manufac- 
turing while  Edison  was  not,  and  that 
Edison  concentrated  on  women's 
shoes  while  Shoe  Corp.  stores  carried 
a  family  line.  Both  companies  had 
pre-tax  operating  margins  of  about 
7%,  both  were  earning  about  $3 
million  a  year,  and  both  were  still 
run  largely  by  the  families  that  had 
founded  them  back  in  the  Twenties — 
five  brothers  at  Edison,  six  Schiffs  at 
Shoe  Corp. 

Both  companies  also  faced  the  same 
problem:  how  to  maintain  their 
growth  rate.  Both  had  about  doubled 
their  sales  and  earnings  since  the  For- 
ties. They  were  already  established  in 
many  of  the  U.S.'  best  shopping  areas. 
But  shoe  sales  grow  slowly  and  unless 
they  could  continue  to  expand  their 
share  of  market,  their  growth  seemed 
likely  to  depend  on  the  growth  in  the 
population. 

Shoe  Corp.'s  solution  was  to  expand 
in  a  completely  new  direction.  Under 
President  Robert  W.  Schiff,  Herbert 
Schiff's  father  and  now  a  director 
emeritus.  Shoe  Corp.  purchased  a 
retail  dry-goods  operation,  a  discount 
chain  and  a  conventional  department- 
store  chain.  Between  1960  and  1967 
Shoe  Corp's  sales  rose  108%  from 
$127  million  to  $264  million,  with  non- 
shoe  operations  (now  40%  of  sales) 
providing  some  two-thirds  of  the 
growth;  but  its  earnings  rose  a  mere 
34%.  By  contra.st,  Edison  Bros.'  sales 
rose  54%,  but  its  earnings  more  than 
doubled. 

Good  Idea,  but  .  .  .  Schiff's  instinct 
was  right:  Other  forms  of  retailing 
did  offer  more  growth  opportunities 
than  did  shoes.  But  Schiff,  who  was 
then  in  his  seventies,  was  too  old  to 
control    several    new    businesses   per- 
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sonally;  and  one  by  one  his  brothers 
and  nephews  retired,  leaving  the  com- 
pany without  the  management  depth 
to  supervise  its  growth. 

Schiff's  idea  was  that  he  could  buy 
management  with  his  acquisitions. 
Sometimes  it  worked.  But  it  didn't, 
for  example,  with  Save-Co,  a  south- 
western discount  store  chain  pur- 
chased in  1962.  Save-Co  began  losing 
money  in  1965,  and  it  still  is. 

As  late  as  1962  Schiff  had  13  top 
management  departments  reporting 
directly  to  him.  Its  seven  regional 
chains  were,  in  the  words  of  one  execu- 
tive, "damn  near  autonomous."  Her- 
bert Schiff  says:  "Maybe  we  should 
have  done  something  a  little  different- 
ly, but  I'm  not  going  to  criticize  my 
father." 

More  of  the  Same.  The  Edison 
brothers  pursued  a  quite  different 
strategy.  "We  always  saw  plenty  of 
growth  ahead  in  the  shoe  business," 
says  Irving  Edison,  "and  we  still  do." 

The  Edisons,  instead  of  managing 
their  stores  like  Shoe  Corp.  on  a  geo- 
graphic basis,  developed  three  chains 
— Burt's,  Baker's  (or  Leed's  on  the 
West  Coast)  and  Chandler's — each 
with  its  own  distinct  fashion  and  price 
image.  Thus  the  company,  even 
though  basically  limited  to  women's 
shoes,  could  often  get  triple  penetra- 
tion in  a  shopping  area.  At  the  Roose- 
velt Field  shopping  center  on  Long 
Island,  for  example,  there  are  four 
Edison  stores  located  within  300  yards 

Irving  Edison  of  Edison  Brothers 


of  each  other,  but  no  shopper  is  aware 
of  their  common  ownership.  "Each 
chain  has  its  own  uniqueness,"  says 
Edison.  "Each  has  to  offer  the  con- 
sumer something  special." 

Over  60%  of  Edison's  stores  are 
less  than  ten  years  old,  evidence  of 
management's  willingness  to  close  un- 
productive stores  as  well  as  open  new 
ones.  The  result  is  that  Edison's  aver- 
age sales  per  unit  are  over  $340,000, 
the  highest  in  the  industry,  vs.  Shoe 
Corp.'s  $198,000. 

Edison  Brothers,  of  course,  had  the 
good  luck  to  be  in  women's  shoes  at 
a  time  when  sales  of  shoes,  boots  and 
sandals  took  off. 

Without  aping  Edison  too  directly, 
Herbert  Schiff  is  trying  to  correct  his 
father's  mistakes.  The  seven  chains 
have  been  reduced  to  one.  Centralized 
functional  control  is  replacing  the  old 
geographical  autonomy.  Seventy-six 
Schiff  stores  have  been  closed  in  the 
last  two  years,  compared  to  only  35 
in  the  preceding  two.  Instead  of  13 
men  reporting  to  him,  Schiff  now  has 
seven.  "More  of  an  attempt  is  being 
made  to  develop  a  unique  image  for 
the  stores.  That  is  what  the  consumer 
wants,"  says  Schiff,  sounding  like 
Irving  Edison.  Profits  seem  to  be  re- 
sf>onding  to  Schiff's  surgery.  They 
were  up  21%  in  1967,  slightly  above 
their  1965  high.  "Most  of  the  gain," 
says  Schiff,  "was  due  to  improvements 
in  the  shoe  retailing  operation." 

Once  almost  as  alike  as  two  peas 
in  a  pod,  Edison  Brothers  and  Shoe 
Corp.  are  now  far  apart  in  all  the 
statistics  that  count.  Why?  Basically, 
because  the  one  took  the  seemingly 
easier  path  of  growth-through-diversi- 
fication while  the  other  preferred  to 
build  on  its  own  basic  strengths.  ■ 


Schiff  of  Shoe   Corp. 
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CAVIS  RENT  A  CAR  SYSTEM,  INC  .  A  WORLDWIDE  SERVICE  OF  IIT 


The  Ssskssssst  Bug. 


If  tires  are  low, 
this  bug's  to  blame. 
Thist  Avis  to  keep 
an  eye  out  for  it. 

Two  things  to 
remember  about  Avis: 

One,  we  rent  shiny 
new  Plymouths. 

And  two,  we  try  harder 
to  get  rid  of  the  bugs  in 
the  rent  a  car  business. 

Who  knows?  Maybe  the 
way  to.  the  top  is 
over  the  backs  of  bugs. 

Avis  tries  harder. 
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What  Time  Is  It? 

It's  late  in  the  game  for  the  Swiss  watch  industry,  once  supreme, 
now  challenged  by  Americans,   Japanese,    even   the   French. 


"I  don't  know  what's  going  on,"  says 
Arthur  B.  Sinkler,  chairman  of  Ham- 
ilton Watch,  '"but  I  don't  like  it."  The 
U.S.  Department  of  Justice  doesn't 
know  if  it  likes  it  either. 

What  both  parties  are  concerned 
about  is  a  full-scale  invasion  of  the 
U.S.  watch  industry  by  Swiss  watch- 
makers. The  Swiss  are  badly  worried 
about  their  declining  position  in  this, 
the  world's  largest  single  market  for 
watches,  which  last  year  absorbed  43 
million  timepieces. 

The  Swiss  invasion  is  a  broad  one. 
In  1965  Sopinter,  S.A.,  an  invest- 
ment group  whose  exact  Swiss  backers 
have  not  been  disclosed,  led  the  way 
by  acquiring  a  16%  interest  in  Elgin 
National.  Last  June  Chronos  Holdings, 
S.A.,  a  Swiss  banking  group  and  ac- 
knowledged front  organization  for 
the  Swiss  watch  cartel,  bought  20% 
of  Gruen  Industries.  In  February 
Ebauches,  S.A.,  the  largest  Swiss 
watch-parts  manufacturer,  worked  out 
an  agreement  to  acquire  8%  of  Bul- 
ova,  and  in  April,  Invicta,  a  Swiss 
watch  manufacturer,  announced  the 
intention  to  make  a  tender  offer  for  all 
of  Waltham  Watch.  Only  privately 
owned  U.S.  Time,  the  world's  largest 
watch  manufacturer,  Hamilton  Watch, 
the  U.S."  third  largest,  and  Benrus  re- 
main wholly  independent. 

To  an  extent,  this  closer  association 
was  probably  inevitable.  Because  of 
high  U.S.  labor  costs.  U.S.  watch  com- 
panies have  operated  their  own  fac- 
tories in  Switzerland  for  years;  Bulova, 
in  fact,  is  Switzerland's  largest  pro- 
ducer. And  those  that  have  not  manu- 
factured there  have  depended  heavily 


on  Swiss  producers  for  the  watch 
movements,  which  they  provide  with 
straps  and  cases,  and  market  under 
their  own  brand  names.  Indeed,  of  the 
U.S.  watch  industry's  eight  major  com- 
panies, only  three — U.S.  Time,  Hamil- 
ton and  Bulova — still  manufacture  in 
the  U.S.  at  all.  Elgin,  Gruen  and  Ben- 
rus manufacture  either  in  Switzerland, 
the  Virgin  Islands  or  both,  while  Wal- 
tham and  Longines-Wittnauer  have 
long  been,  in  effect,  distributors  for 
watches  produced  in  Switzerland  and 
elsewhere  in  the  world. 

The  current  Swiss  invasion,  in  fact, 
was  first  set  in  motion  by  an  earlier 
attempt  on  the  part  of  U.S.  companies 
to  enlarge  their  manufacturing  stake  in 
Switzerland  itself.  Faced  with  a  pos- 
sible reduction  in  the  U.S.  watch  tariff, 
the  U.S.  producers  took  advantage  of 
a  change  in  the  law  prohibiting  for- 
eigners from  buying  into  Swiss  com- 
panies and  sought  to  protect  them- 
selves against  stiffer  competition 
from  abroad.  Hamilton  acquired 
Switzerland's  Buren  Watch  in  early 
1966.  Bulova  acquired  Universal 
Geneve  in  early  1967,  and  Benrus 
picked  up  Ulysse  Nardin  in  1965. 

The  Iconoclast.  Strangely,  it  was 
U.S.  Time  that  started  the  whole  pro- 
cess. The  privately  owned  Waterbury, 
Conn,  firm  built  its  success  on  the 
so-called  pin-lever  watch,  a  product 
which  dispenses  with  the  traditional 
jeweled  pins  and  which  the  rest  of  the 
industry  is  not  even  inclined  to  con- 
sider a  watch  at  all.  "They  both  tell 
time,  of  course,"  says  Bulova  Execu- 
tive Vice  President  Sol  E.  Flick,  "but 
when   we   speak   of   watch  manufac- 


Mod  Markets.  Timex  (far  right)  made 
price  a  consideration  in  the  watch  mar- 
ket; Accutron  (right),  electronics.  But 
the  most  unexpected  kicker  was  fash- 
ion, which  made  the  broad-banded 
Mod  watch  (below)  as  much  a  part  of 
the  Mod  costume  as  the  miniskirt.  In- 
troduced by  the  British  three  years  ago, 
the   new    fad    is    remarkably   durable. 


turers  we  traditionally  mean  the  jewel- 
lever  watch." 

Traditionally,  of  course,  watches 
have  been  high-cost  prestige  items, 
gifts  for  a  lifetime,  reserved  for  mem- 
orable occasions  like  graduation  or  re- 
tirement. U.S.  Time,  however,  aimed 
at  a  market  for  low-priced  watches 
thgt  neither  the  Swiss  nor  the  Ameri- 
cans had  ever  bothered  to  cultivate.  It 
came  up  with  a  watch  that  seemed 
nearly  as  disposable  as  Kleenex — the 
Timex,  which  cost  as  little  as  $6,  might 
last  only  a  few  months  or  years, 
and  could  then  be  thrown  away.  Ignor- 
ing the  industry's  traditional  sole  out- 
lets, jewelry  and  department  stores, 
U.S.  Time  also  sold  the  Timex  in  drug 
and  cigar  stores,  hardware  and  auto- 
accessory  stores,  and  backed  it  with 
an  advertising  campaign,  the  biggest 
in  industry  history,  that  made  Timex 
little  less  than  a  household  word. 

As  Timex  began  to  take  hold  in 
the  Sixties,  U.S.  watch  consumption 
soared  from  27  million  to  43  million 
in  just  three  years;  and  low-priced 
watches,  which  comprised  only  15% 
of  the  market  a  decade  ago,  took  over 
more  than  50%  of  the  market.  In  the 
process,  U.S.  Time's  sales  rocketed 
from  $75  million  in  1962  to  over  $200 
million  last  year,  while  profits  prob- 
ably rose  from  $3.2  million  to  well 
over  $10  million. 

Not  only  did  U.S.  Time  emerge  as 
the  world's  largest  watch  company, 
with  a  dollar  volume  last  year  that  was 
larger  than  that  of  Bulova  and  Hamil- 
ton combined  ;  it  also  effectively  demol- 
ished the  myth  that  nobody  could 
manufacture  watches  economically  in 
the  United  States.  U.S.  Time  could 
and  did — -by  creating  a  market  big 
enough  to  support  the  long  produc- 
tion runs  that  are  necessary  to  justify 
automation.  "Labor  may  be  cheaper 
in  Switzerland,"  says  Robert  E.  Mohr, 
vice  president  of  U.S.  Time,  "but 
through  automation  we  can  keep  our 
costs  down." 

With  the  watch  market  exploding, 
at  least  some  of  this  prosperity  could 
hardly  fail  to  spill  over  into  the  rest 
of  the  industry.  Benrus,  Bulova  and 
Longines-Wittnauer  posted  big  earn- 
ings gains,  thanks  partly  to  rising 
watch  sales  and  partly  to  their  non- 
watch  operations.  Elsewhere  the  signs 
were  less  evident.  Elgin  was  still  trying 
to  undo  the  effects  of  an  ill-conceived 
diversification  program,  while  Hamil- 
ton ran  into  trouble  last  year  with  its 
military  products  division.  But  by  the 
standards  of  most  industries,  the 
watch-makers'  record  was  admittedly 
less  than  spectacular;  for  example, 
most  companies  were  still  earning  10% 
or  less  on  their  stockholders'  equity 
(Continued  on  page  45) 
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North  American  RodftMeC 


BESIDES  MAKING 
TEXTILE  machinery; 
NORTH  AMERICVs  ROCKWELL 
IS  BL^... 

Producing  axles,  brakes,  springs  and 

universal  joints  for  heav^-duty 

vehicles  at  the  RodcMvUStandard  Divisions. 

Developing  a  sodium-cooled  Fast 
Breeder  Nuclear  Reactor  at  the 
Atomics  Internationa]  Division. 

Working  on  the  nation's  most 
advanced  military  and  space  electronics 
systems  at  the  Aulonetics  Di\ision. 

Producing  single  shuttle  and  shuttle- 
less  looms,  bearings  and  knitting 
machines  at  the  Draper  Division. 

Powering  all  three  stages  of  Apollo/ 
Saturn  V  that  will  send  man  safely  to 
the  moon  and  return  at  the 
Rock£td>-ne  Division. 

Producing  filters,  industrial  gears, 
other  power  transmission  equipment  and 
cotton  ginning  machinery  at  the 
Industrial  Divisions. 

Probing  the  future  of  supersonic  travel 
with  data  from  the  X-I5  and  XB-70A 
advanced  research  aircraft  at  the 
Los  Angeles  Di\ision. 

Building  tactical  missiles,  the  mach  2 
Vigilante  reconnaissance  airplane  and  the 
OV-lOA  light  armed  reconnaissance 
airplane  at  the  Columbus  Di\isi<)n. 

Designing  and  building  Apollo  service 
and  command  modules  and  the 
second  stage  '  S  II  >  of  the  Saturn  V 
launch  vehicle  at  the  Space  Division. 

Producing  the  country's  fullest  line  of 
business,  agricultural  and  personal 
,  aircraft  at  the  Aero  Commander  Division. 

Probing  the  basics  of  physics, 
chemistry,  metallurgy  and  mathematics 
at  the  Science  Center . 

Designing  at  the  Ocean  Systems  Operations 

a  four-man  undersea  workboat  that 
will  operate  at  2,000  feet 

And  we're  working  overseas  with 
affiliates  and  licensees  in  nineteen  foreign 
countries. 


Our  1967  Financial  Facts  booklet  will 
give  you  a  better  look  at  our  business 
and  markets.  For  your  copy,  write: 
North  American  Rockwell  Corporation, 
2300  East  Imperial  Highway, 
El  Segundo,  California  90245. 


(Continued  from  page  40) 
{see  table).  But  it  was  still  the  great- 
est period  of  prosperity  the  industry 
had  experienced  since  the  war. 

Ways  &  Means.  For  a  time  at  least, 
the  Swiss  were  inclined  to  scoff  at 
U.S.  Time's  success.  But  no  longer.  In 
the  past  two  years,  though  the  U.S. 
watch  market  has  mushroomed,  Swiss 
exports  to  the  U.S.  have  declined. 
By  contrast,  Japanese,  German  and 
French  watch  exports  to  the  U.S. 
have  been  rising,  and  U.S.  companies 
like  Buiova  have  been  setting  up  in 
the  Virgin  Islands  to  assemble  (un- 
der a  tariff  loophole)  low-priced  Japa- 
nese, German  and  Russian  parts  for 
duty-free  shipment  to  the  U.S.  main- 
land. 

At  the  same  time,  the  Swiss  had 
been  losing  considerable  technological 
ground.  Hamilton  came  out  with  the 
first  electric  watch,  Buiova  with  the 
first  tuning-fork  watch,  the  phe- 
nomenally successful  Accutron,  which 
has  recouped  some  of  the  prestige  of 
the  high-priced  watch.  After  trying  un- 
successfully to  develop  a  competing 
timepiece,  the  Swiss  arc  now  seeking 
to  license  the  best-selling  Accutron 
from  Buiova. 

Under  the  pressure  of  these  and 
other  competitive  developments,  the 
Swiss  have  been  forced  to  alter  their 
traditional  methods  of  operating.  For 
one  thing,  they  are  now  attempting  to 
consolidate  their  watch  industry,  re- 
ducing some  500  individual  (often 
family-run)  companies  into  a  handful 
of  large  and  efficient  entities  with  sub- 
stantially greater  capital  and  technical 
resources.  Also  they  have  abandoned 
their  long-standing  reluctance  to  invest 
in  foreign  manufacturers,  and  are  ac- 
quiring positions  not  only  in  U.S. 
watchmakers  but  in  French  and  Ger- 
man firms  as  well.  "To  be  a  world 
trader,"  says  Frederic  P.  Walthard, 
head  of  the  Swiss  manufacturers'  U.S. 


trade  organization,  "it  is  necessary  to 
have  footholds  around  the  world." 

The  German  and  French  acquisi- 
tions were  designed  primarily  to  enable 
Switzerland,  a  member  of  the  Outer 
Seven,  to  compete  from  within  the 
Common  Market.  But  those  in  the  U.S. 
were  the  result  of  Switzerland's  deter- 
mination to  learn  the  techniques  of 
mass  distribution  and  brand  identity  in 
the  watch  business.  "We  in  Switzerland 
know  how  to  produce  watches,"  Wal- 
thard says,  "but  we  aren't  experienced 
in  the  large-scale  distribution  of 
watches." 

False  Start?  By  investing  in  Gruen, 
Elgin  and  Waltham,  however,  the 
Swiss  have  achieved  little  more  than 
a  connection  with  U.S.  brand  names, 
and  partly  moribund  ones  at  that. 
Small  and  beset  by  their  own  prob- 
lems, none  has  had  much  more  ex- 
perience in  mass  distribution  than  the 
Swiss.  An  exception  is  Buiova,  but 
here  the  8%  stock  purchase  by  the 
Swiss  is  currently  tied  up  in  the  courts, 
and  the  prospects  of  the  Swiss  get- 
ting something  of  value  look  bleak: 
Buiova  is  determined  that,  8%  interest 
or  no,  the  Swiss  will  not  get  so  much 
as  a  single  seat  on  the  board. 

What  is  particularly  galling  to  both 
the  Swiss  and  U.S.  producers  is  that 
U.S.  Time  continues  to  expand  its  po- 
sition. Buiova  has  bowed  to  the  in- 
evitable by  introducing  its  low-priced 
jeweled  Caravelle,  and  Hamilton  its 
Vantage.  U.S.  Time,  on  the  other 
hand,  anticipating  the  upgrading  in 
price,  has  been  extending  itself  into 
the  higher-priced  market — the  middle 
market  for  watches  ranging  between 
$20  and  $50,  where  nobody  has  been 
able  to  establish  a  franchise. 

Even  U.S.  Time  has  been  proposi- 
tioned by  the  Swiss.  But  U.S.  Time's 
Vice  President  Mohr  couldn't  care  less. 
Says  he:  "We  just  didn't  need  their 
help."  ■ 


The  U.S.  Watchmakers:  A  Statistical  Profile 


Company 

^ Latest  12l«onth  Results ^ 

Gain      Earnings        Gain 

over          per            over 

Sales           1962       Share          1962 

Return 

on 
stock- 
holders' 
Equity 

Recent 
Price 

—  stock  Data— 

1967-68 
Price 
Range 

Price/ 

Earnings 

Ratio 

Benrus 

$  37.0 

49.8% 

$1.36 

103.0% 

8.2% 

16% 

17%-  71/4 

12.4 

Buiova 

134.9 

113.1 

2.05 

184.7 

9.0 

303/8 

33%-21i/4 

14.8 

Elgin 

38.7 

-16.4 

1.21 

11.0 

10.0 

141/4 

173/4-  91/4 

11.8 

Gen.  Timet 

132.8 

91.9 

1.74 

228.3 

10.3 

34% 

431/2—141/8 

19.7 

Gruen  Inds. 

12.8 

24.3 

0.58 

-56.8 

17.3 

7 

121/4—  4% 

12.1 

Hamilton 

68.4 

81.9 

0.72 

80.0 

6.1 

151/2 

171/2—13% 

21.5 

Longines 

49.8 

93.0 

3.48 

351.9 

12.2 

64V2 

74    —14% 

18.5 

Waltham 

19.0 

81.3 

0.13 

-74.5 

1.3 

121/2 

20    -10 

96.2 

U.S.  Time*  200.0      168.5         NA       200.0         25.0  _  _  _ 

'Privately  held;  all  figures  Forbes  estimated.     fWatch  sales  under  10%  of  sales.     NA-Not  available. 
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Long  Road  Back  / 


A  new  mananement  team,  backed  by  a  massive  spending 
program,  is  trying  to  make  up  for  PPG's  lost  decades. 


"Ii     wr    iiadn'i    Hliiilcd    inodcriii/.inK 
•tix    ycais  iiH<»."  ■<i<y'«   l'M">iil«'iil    losfpl) 
A,  Nfiil)iiiiiT  i»l   I'illslxiij/.h's  I'I'd   III 
tlimlrlcti.    "mir    lilclimi-    wdiild    liiivc 
liicii  liinilctl." 

I  III'.  IS  llic  <liHitiiiyint(  rriilily  cxccii- 
livcpi  III  IM*(i  (loiiiicily  IMlil)iiiKh 
IMiitc  (iliiiH)  hiivc  liiitl  lo  livi-  with  in 
rcci'iil  yciiiM  Diiiiiif);  llii'  U.S.'  ki'oiIcmI 
ccttiiiiiiii*  liiHim,  ll)c  K4  yciii  old  loin 
puny   liipitlly   IohI    k>i)*">*'' 

Siiuc  I'M^,  hn  iiiiiit  )>i(»(lliil)k"  yciii. 
I'l*(i  Y.\U"i  liiivc  iiKiiMscil  dl'/i'  while 
cinniims  liavr  ilioppcd  2')%;  last  ycai, 
VHi'n  ncl  piolli  inaixin  and  return  on 
(•(piily  wfic  'l.(i'>(''  and  7.*^%  ri'spci' 
lively,  ahoiil  liall  ol  wiial  lliev  aver 
a)(cil  diirinit  the  l-'il'licN. 

Yel  I*l'(i  is  no  slm^f^^liii^:  mediiiin 
<ii/vd  itiie  piuiliiil  mmpaiiy  Wi(h  %\ 
hillion  in  walcN  in  piospeel  lliin  year,  il 
ranks  anionp,  llie  nalion's  lOO  lar^esl 
indiisliial  t  iinipaiiies,  having  divcisi 
lied  Dili  nl  k'o'i'*  (  roughly  42%  o\ 
sales)  inli)  chemicals  (2K%).  paints 
and  llnishes  (21%  ),  oil  and  »t[s  (5%  ) 
iind   lilxi    >:l:iss   (-1%  ), 

H.ind  uf  th«  Patt.  (iivon  iIh  si/.c. 
prodiiel  spread  anil  llnancial  icnoiiiccs, 
l*l'(  i  slniiild  have  heen  ahle  lo  eash  in 
on   Ihe   j)io\v(h   in   ihe   US    emnoiny 
Mill,  as  holh  Nenhaiier  and  IM*(J  Chair- 
man   ami    (  hiel     r'xeeiilive    Uohinson 
llaikei    eoiuede.   I'l*(  i   was  anolhei    ol 
those  companies,  like  Crane  and  M»>nl 
Komery  Wiinl,  thai  an  af:tin>>  and  con 
servalive  management  pievenled  liom 
leali/inn   either    its    inherent    Nirenfjth 
Ol     the     polenlial     ol     its     espaiulin)^ 
inaikels 

I'oi  many  years,  lot  inslancc, 
IM*(i's  diversidcaiion  was  nuire  than 
anylhintf  else  a  hv-prodnct  ol  its  el 
loils  to  inle>^!iale  its  ^lass  hiisiness, 
Il  n>'l  '"I"  1  liemicals  as  lar  hack  as 
18^*)  hecaiise  il  wanted  a  captive 
source  lor  Ihe  soila  ash  iiseil  in  its  ^lass 
luinaces.  Iml  il  nevei  alleinpled  to 
eslahlish  an  iiueKialeil  chemical  op 
eration  until  the  late  I'iHics,  li  jjol 
into  paints  and  hmshes  in  1*100  he- 
cause  they  (Itled  into  its  jilasH-dis- 
Irihnlion  system;  intt»  oil  in  l«)U 
hecause.  looking  lor  nalmal  jias  I.m 
Its  alkali  opeialioMs.  it  shuck  imI 
instead;  and  into  lihei  ))lass  in  U>.S2 
hecaiise  the  Justice  Department  forced 
Owens  ("orninn  l"iheinl«s  to  license 
Its  lihei  niass  patents,  The  pimiiM 
interest  ol  IM'ti's  manaijement  wjin 
its  jilass  business;  Ihe  »>ther  ilivisions  op 
crated  like  sepaiale  ciMnpanies, 

None  ol  this  much  matteicil  as  lonji 
as  IMHt's  hasic  jjlass  business  was 
l>ot>min)i.  Hut  when  jjlass  demand 
(pailiculailv  liom  the  auto  and  con- 
sliiuiutn    iiithisines^    s.iUjjCil    hclwocn 


lliirly-Year  Veterans.  Kolmi 
Mill  Hiirkcr  (liuhl).  V/,  and  Ji>c 
Nriilunwr,  5f),  wrn'  hiounlil  (//' 
(/;  I'I'd's  {onxi'tvalivr  nadilion. 
hill  ilirv  now  hope  lo  hrhtfi  a 
iifw     slylv     lo     llii'     (oiiiiKiny. 


l">*iS  and  l')f)2.  IMHi's  manaf?emcnl 
was  ill  eipiipped  to  cope,  l*'or  t>ne  tiiiii);, 
lis  management  was  old:  Chairman 
Clarence  llmwn  lelireil  in  l")5.5  at  age 
H<\,  his  successor  in  l')*!7  at  ajje  74. 
and  his  .successor  in  l'>()2  at  ajjc  7.V 
I'or  another,  the  company  was  tlcdi- 
laled  l»)  the  Hscal  conservatism  it 
leal  lied  during  ihe  Depression:  Nt>l 
only  was  l*P(  i  leluclani  lo  borrow 
iiionev.  il  was  unwilling  lo  spend 
vvhal  II  did  have  lo  modeini/e  its  in- 
creasin^lv  anlu|uatod  plant,  much  of 
which  dated  back  'iO  years  or  more. 
When  demand  slackeneil.  IMHI's  ilc- 
clinmj^  prodiictivilv  becanie  more  and 
more  apparent,  Ihroiighout  the  I'if- 
lies.  IM'Ci  spent  only  1i400  million  »m 
e\|>ansion  and  moilerni/alion,  about 
S  cents  lor  each  ih>llar  of  sales. 

All  this  has  chanjijed.  David  Ci.  Hill, 
who  look  over  as  chief  executive  i>l1i 
cer  in  l').S(>  and  who  last  year  retired 
at  ajie  6,^,  look  the  initial  steps  toward 
biinf<in){  tlie  company  into  the  ?Olh 
cenluiv.  A  sln>nj; willed  man  \vhi>  ilelc- 
Ijated  little  authority.  Hill  .set  out  by 
overhauling  PPCi's  distribution  system 
and  lenti.ili/inn  its  lai):!el\  aiitv^iuMnous 
ilivisions,  Ihen.  be)>innin)»  in  the  early 
Sixties,  be  launched  a  major  expansion 
pioniam,  .So  lar,  about  S.S  1 S  million 
has  been  spent  since  l'>(>2;  this  year 
and  next,  a  little  under  .S.^00  million  is 
builjjeted.  to  bring  the  eighl-ycar-old  to- 
tal to  more  than  $S0()  million, 

Haikcr  and  Neubauer,  who  took 
Acr  the  compunv  last  summer,  arc 
^onlimiinx  Hill's  elTorl  lo  break  with 
Ihe  past.  One  majvM  thinn  that  makes 
their  job  easier  was  the  abolishment  of 
the  .ippropiiations  and  policy  commit- 
lec,  l\>mposed  mostlv  ol  vlivision  man- 
aKciv,  the  ciMumitlee  bad  been  respon- 
sible tor  coiporate  planning;  and  the 


tendency  was  for  division  managers  lo 
trade  olf  projects  in  log-rolling  style. 
I'I'C  1  now  has  a  management  commit- 
ec  composed  of  Neubauer.  Barker  and 
three  stalf  vice  prcsiilenis, 

Tlowever.  as  Neubauer  anil  Barker 
seem  uncomfortably  aware,  all  these 
elforls  have  so  far  produced  little 
visible  results:  Per-share  earnings  last 
year  were  almost  exactly  where  they 
had  been  in,  say,  1959  and  196.1. 
despite  substantial  sales  gains  in  the 
nieantime.  But  Neubauer  and  Barker 
insist  that  the  contiiiuing  decline  in 
PPCi's  profitability  is  only  the  lempo- 
lary  result  of  high  startup  costs,  soft 
prices  in  chemicals  and  (iher  glass,  a 
slow-down  in  the  housing  and  automo- 
tive markets  (about  .10%  of  PPG's 
sales)  and  even  too  nuich  business: 
Soaring  ileniand  in  1965  and  1966 
foiceti  Ihe  use  of  high-cost  marginal 
capacity. 

It  Takes  Time.  As  Neubauer  and 
Barker  are  also  aware,  so  many  expla- 
nations suggest  that  PPC!  is  still  riddled 
with  problems.  "Perhaps  we  vsaited  too 
li>ng  lo  siK'iul  that  $500  million."  Neu- 
bauer nuises,  "But  there  was  a  time 
when  we  weren't  even  spending  our 
ilepieciation  because  we  iliiln'l  have 
enough  gooil  prospects  to  spend  the 
money  on.  Thai's  not  the  case  now. 
In  i>ur  glass  division  we  are  convert- 
ing from  plate  production  to  float.  We 
are  modernizing  and  expanding  the 
liber  glass  division.  And  wc  are  spend- 
ing a  lot  on  the  chemical  division — 
and  there's  a  long  payout  in  chemicals. 
Ihen  there  are  joint  ventures  that 
ttH>k  a  lot  of  capital.  If  there's  one 
thing  you  inulcresiimate,  it's  the  time 
lo  get   things  running  right." 

So  when  will  PIHis  capital  spend- 
ing take  hold.'  "I  think  you're  seeing 
it  right  now,"  says  Neubauer.  Firsl- 
iiuarler  earnings  were  up  .V5%  on  a 
10'^  sales  rise,  and  Barker  predicts 
that  full-year  earnings  will  top  both 
Ihe  .S4.S7  ant!  $4.2S  a  share  PPG 
earned  in  1966  and  1967.  But  PPG 
forecasts  have  gone  awry  before. 

In  its  diveisilication  elVort.  PPG  is 
not  straying  too  far  from  things  it 
knows.  "We're  not  running  around 
trying  to  buy  everything. "  says  Barker. 
"Instead,  we  will  work  from  our  base 
in  glass  and  chemicals.  We  are  look- 
ing at  a  number  of  growth  areas — 
plastics,  pharmaceuticals,  and  adhe- 
sives.  But  we're  not  going  to  buy  a 
hotel  or  an  insurance  company." 

Which  seems  a  sensible  approach: 
He's  saying  that  PPG  isn't  interested 
in  further  major  diversification  at 
least  until  it  can  make  its  present  di- 
versification ixiv  otT.   ■ 
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In  handling  blocks  of  stock  for  large- 
scale  investors,  Salomon  Brothers  & 
Hutzler  is  guided  by  a  firm  principle: 
That  the  firm  is  in  the  business 
of  handling  block  trades  no  matter 
bow  the  markets  are  moving,  and  is 
willing  to  commit  its  own  capital  in 
sizable  amounts  to  accommodate  the 
needs  of  its  customers. 

Furthermore,  the  firm  follows  up 
this  principle  with  action.  During  the 
past  few  months,  Salomon  Brothers 
&  Hutzler  block  traders  were  even 
more  active  — despite  Vietnam,  a  jar- 
ring gold  crisis,  renewed  Middle  East 
tensions,  uncertainties  over  taxes, 
and  an  erratic  stock  market.  In  a 
recent  20-day  trading  period,  the 
firm  handled  80  blocks  of  10,000 
shares  or  more,  aggregating 
2,252,400  shares. 

Trading  authority 

You  don't  have  to  wait  when  you  de- 
cide to  make  your  move.  Each 
Salomon  Brothers  &  Hutzler  trader 
is  given  wide  latitude  to  make  imme- 
diate commitments. 

Should  you  be  interested  in  an 
amount  exceeding  a  trader's  author- 
ity, you'll  still  have  a  decision 
promptly  —  18  of  the  25  Salomon 
Brothers  &  Hutzler  partners  work 
right  in  the  trading  room. 

If  you  have  a  block  to  switch,  our 
facilities  can  help  you  sell  the  "sell" 
side  and  buy  the  "buy"  side  promptly. 

Besides  giving  you  prompt  deci- 
sions on  your  block  stock  transac- 


tions under  all  types  of  market 
conditions,  Salomon  Brothers  & 
Hutzler  provides  you  with  other  dis- 
tinct advantages. 

Widespread  Services  for 
Institutional  Investors 

One  phone  call  keys  you  in  to  many 
markets.  Stocks  or  bonds  of  indus- 
trial corporations,  public  utilities, 
railroads,  insurance  companies,  and 
banks.  U.  S.  Governments.  Federal 
Agency  issues.  Municipals.  Convert- 
ible bonds,  debentures,  and  pre- 
ferreds.  Canadian  securities.  Equip- 
ment trusts.  Bankers'  acceptances. 
Commercial  paper.  Certificates  of 
deposit.  Preferred  stocks. 

Narrow  spreads.  The  firm's  traders 
are  extremely  active  in  the  markets 
they  handle.  Therefore  they  are 
totally  competitive  in  the  bid  or  asked 
prices  they  quote  to  you. 

Efforts  concentrated  toward  meet- 
ing the  needs  of  corporations  and 
large-scale  investors.  Salomon 
Brothers  &  Hutzler  does  not  engage 
in  retail  business.  The  firm's  institu- 
tional and  corporate  clients  number 
over  8,000.  Average  daily  inventory 
totals  over  $800  million.  Average 
daily  turnover  is  over  $485  million. 
In  a  year's  time,  the  firm  transacts 
over  $120  billion  worth  of  business. 

Raising  corporate  capital  in  to- 
day's money  markets.  The  firm's  cor- 
porate fund  raising  capabilities  are 
natural  adjuncts  to  its  intense  activi- 
ties in  the  securities  markets.  Last 


year,  the  firm  ranked  fourth  among 
investment  bankers  in  the  manage- 
ment or  co-management  of  corporate 
underwritings.  The  funds  raised 
amounted  to  $2,846,5 19,000  and  in- 
volved 92  issues  of  securities.  In 
management  or  co-management  of 
competitive  issues  alone,  the  firm 
ranked  in  first  place  for  both  1966 
and  1967. 

In  1967  also,  the  firm  placed 
directly  with  institutional  investors 
over  three  quarters  of  a  billion  dol- 
lars worth  of  long  term  securities. 

Creative  ideas  from  imaginative 
representatives.  You  benefit  from  the 
creative  thinking  of  representatives 
who  concentrate  on  the  needs  of  in- 
stitutional investors  and  corporations. 

A  primary  source  of  money  mar- 
ket research  and  information.  While 
Salomon  Brothers  &  Hutzler  does 
not  provide  stock  market  research, 
the  firm  is  highly  regarded  for  its 
penetrating  and  detailed  analyses  of 
capital  market  trends. 

Put  the  firm's  strengths  to 
work  for  you 

Salomon  Brothers  &  Hutzler  is  in 
business  to  make  markets  and  to  un- 
derwrite the  capital  needs  of  growing 
companies  and  governmental  bodies. 
If  you  have  questions  on  how  the 
skills  and  resources  of  the  firm  can 
serve  your  needs,  call  any  partner  or 
representative  at  (212)  422-8700  in 
New  York,  or  at  any  of  the  firm's  nine 
other  offices. 


SALOMON 
BROTHERS 
&  HUTZLER 

THE 

MARKET  MAKERS  FOR 

BLOCKS  OF  STOCK 
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Capitol  Pipe  &  Steel  Products,  Inc. 


and  is  proud  to  have  supplied  specialty  high  temperature  allov 
piping  and  plate*  to  CRANE  CANADA  LIMITED,  Toronto,  and 
CANADIAN  BECHTEL  LIMITED,  designer  and  builder,  of  the 
GREAT  CANADIAN  OIL  SANDS  (a  subsidiary  of  Sun  Oil  Co.  Ltd.) 
development  near  Fort  McMurray,  Alberta,  to  help  extract  high 
grade  synthetic  crude  oil  from  the  famed  Athabasca  Tar  Sands 


THE 

WORLD'S 

LEADER 

IN 

ALLOY 

PIPING 


301  CITY  LINE  AVENUE,  BALA-CYNWYD,  PA.  19004 

DISTRICT  OFFICES:  ATLANTA   .     BATON  ROUGE 


Pitol 
EL  PRODUCTS,  INC 

CODE  215  TE9^ 


'Capitol  Pipe  supplied  a  wide  range  of 
seamless  alloy  piping.  '/S'  through  36' 
0.0. ;  and  in  grades  A-335,  A-268.  12% 
Chrome  and  4/6  Chrome  A-155. 
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Playing  It  Cozy 


Though  many  of  them  are,  there's  no  law  saying  that  all  good  cosmetics 
companies  have  to  be  flamboyant.  Max  Factor  is  a  good  case  in  point. 


By  the  standards  of  nearly  any  busi- 
ness the  record  of  Max  Factor  &  Co 
the  Hollywood  cosmetics  outfit,  would 
look  good.  Over  the  past  ten  years  its 
sales  have  more  than  tripled,  from  $44 
million  to  $136  million;  and  for  the 
past  half  dozen  years  its  return  on 
shareholders'  equity  has  hovered  com- 
fortably around  15%. 

But  the  cosmetics  business  is  not  just 
any  business.  Selling  hope  and  trading 
on  vanity  is  a  tricky  affair,  but  those 
who  can  bring  it  off  will  often  end  up 
^Mth  profits  that  can  be  described  only 
as  spectacular.  And  by  such  standards. 
Max  Factor's  record  looks  almost  dull. 
Companies  like  Avon  Products, 
Rayette-Faberge  and  even  Alberto- 
Culver  (despite  a  setback  in  1965) 
have  better  1 0-year-growth  records, 
and  in  many  cases  have  done  better  in 
profits.  Avon  boasts  a  remarkable 
'^c  return  on  equity,  Alberto-Culver 
.iiid  Chesebrough  Ponds  27%  and 
Rayette-Faberge  31%.  Revlon  can  at 
ast  match  Factor's  profit  mark. 

Tried  and  True.  The  fact  is,  in  a 

isiness  noted  for  flashy  growth,  fierce 
competition  and  flamboyant  business 
MCtices,   Max   Factor  stands   out   as 

mething  of  a  conservative  operator. 
1  he  family  dominance  of  the  company 
^  doubtless  the  main  reason.  Four 
1  actors  and  three  Firesteins  (relatives 
y  marriage)  sit  on  its  nine-man  board. 
Davis  Factor,  a  son  of  the  original 
Max  Factor,  recently  passed  on  the 
president's  mantle  to  his  nephew, 
.Mfred  Firestein,  but  remained  as 
board  chairman.  Another  Max  Factor 
son.  Max  Jr.,  also  passed  on  his  duties 
as  chief  executive  officer  to  Firestein, 
but  remains  active  in  the  company  as 
vice  chairman. 

Moreover,  though  a  substantial 
amount  of  the  company's  stock  is  held 
by  the  public,  the  family  owns  some 
34%  of  the  outstanding  shares,  more 
than  enough  to  insure  effective  con- 
trol. Under  these  circumstances,  there 
has  not  been  the  same  pressure  to  take 
bold  risks  as  in  the  case  of  less  tightly 
controlled  companies. 

Cosmetics  companies,  for  example, 
typically  flood  their  markets  with  new 
entries  at  a  dizzying  pace,  with  the 
object  of  having  plenty  of  new  prod- 
ucts in  place  before  the  older  ones 
lose  their  market  appeal. 

Max  Factor,  by  contrast,  keeps  its 
new-product  introductions  down  to  a 
minimum.  Of  119  completely  new  cos- 
metic products  introduced  last  year, 


only  three  belong  to  Max  Factor.  It 
prefers  instead  to  concentrate  on  tried- 
and-true  best  sellers.  One  of  its  biggest 
items  still  is  the  pancake  makeup  it 
designed  for  Hollywood  studios  back 
in  the  1930s  and  began  marketing 
commercially  shortly  thereafter.  When 


Third  Generation.  Max  Fac- 
tor's origins  were  Hollywood 
and  flamboyant.  But  Alfred 
Firestein,  43,  the  Factor  in- 
law who  runs  the  company 
today,  went  to  Harvard 
Law  and  Business  Schools  and 
runs    a     conservative    shop. 


it  does  bring  out  a  new  product,  Factor 
will  often  stick  with  it  long  after  an- 
other company  would  have  discarded 
it  as  a  failure.  "Even  if  the  first  mar- 
keting attempt  is  not  successful,  we 
tend  to  be  confident  that  over  the 
longer  haul  the  market  will  develop 
for  us,"  explains  Alfred  Firestein. 

Stick  to  Basics.  The  Factor  family 
is  also  nervous  about  getting  too  de- 
pendent on  any  one  line,  no  matter 
how  successful.  Competitors  frequent- 
ly will  mount  an  all-out  thrust  to  gain 
'market  dominance  in  a  given  product, 
as  Helene  Curtis  did  with  Spray  Net 
and  Alberto-Culver  did  with  VO-5 
Net.  Factor  shies  away  from  such 
gambles,  with  the  inevitable  result  that 


in  no  one  product  area  does  Factor 
lead  the  pack,  except  in  pancake 
makeup  where  no  one  has  cared  to 
even  challenge  its  position. 

Moreover,  Factor  has  always  stuck 
to  the  low-to-medium-priced  end  of  its 
markets.  Its  lipstick,  for  example,  sells 
for  $1.35  while  Revlon's  and  Coty's 
sell  for  $1.50.  "The  belief  that  a  wom- 
an will  pay  any  price  for  her  cosmetics 
is  a  gross  generality,"  contends  Execu- 
tive Vice  President  Chester  Firestein, 
who  is  Alfred's  brother.  Until  recently, 
he  was  Factor's  marketing  boss.  Equal- 
ly to  the  point,  the  margins  may  be 
better  at  a  higher  price.  But  the  com- 
petitive climate  is  rougher  and  the 
exposure  to  price-cutting  tactics  is  cor- 
respondingly greater. 

In  the  day-to-day  peddling  of  its 
wares.  Max  Factor  sticks  to  accepted 
practices — good  package  design,  at- 
tractive displays  and  pretty  girls  paid 
by  the  company  to  demonstrate  its 
products  at  department-store  counters. 
Factor  would  never  attempt,  as  Helene 
Curtis  did  in  1960,  to  imitate  some- 
thing like  Avon's  unusual  but  highly 
successful  door-to-door  selling  meth- 
ods. But  neither  has  it  had  to  go 
through  Curtis'  five-year  struggle  to 
stay  out  of  the  red. 

Even  in  advertising,  where  cosmetics 
companies  typically  spend  gobs  of 
money.  Max  Factor  tends  to  under- 
play the  game.  Its  1967  ad  budget 
came  to  only  $9  million,  or  6%  of 
sales,  compared  with  Revlon's  $26 
million  (9%)  and  Chesebrough's  $20 
million  (20%). 

Even  the  things  that  are  beginning 
to  change  at  Max  Factor  reflect  the 
company's  conservative  temperament. 
Instead  of  plowing  all  the  profits  from 
its  steady  growth  back  into  the  cos- 
metics business,  it  plans  to  invest  in 
other  fields  as  well.  In  fact,  Firestein 
thinks  that  five  years  from  now  close 
to  half  of  the  company's  volume  might 
come  from  outside  the  cosmetics  busi- 
ness. The  first  move  came  last  fall 
with  the  acquisition  of  Denver  Manu- 
facturing &  Chemical  Co.,  an  $8- 
million  maker  of  proprietary  and 
ethical  drugs. 

Is  the  hope-&-vanity  business  get- 
ting too  tough  for  the  company?  Re- 
torts Firestein,  "I  don't  think  this  move 
outside  cosmetics  stems  from  any  dis- 
couragement with  the  cosmetics  busi- 
ness and  its  growth  prospects."  But 
Max  Factor,  ever  cautious,  is  taking 
no  chances.  ■ 
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...got  a  nose  for  it? 


Shrewd  investors  do.  When  exposed  to  a  high  profit  opportunity,  they 
can  almost  smell  the  money  rolling  in.  Your  sixth  sense  should  be 
working  as  you  read  this  ad,  because  Ramada's  franchise  opportunity 
offers  profit  potential  unexcelled  in  the  hotel  industry.  Ramada  has  one 
of  the  nation's  strongest  franchise  packages.  Our  unexcelled  consumer 
benefits,  such  as  the  world's  largest  credit  card  affiliation  SureRate,  a 
guaranteed  rate  program  including  over  1500  major  U.S.  corporations,  and 
national  advertising  campaigns,  boost  Ramada's  occupancy  percentage 
above  the  industry  average. 

If  Yoar  Sixth  Sense  Says  "Inyestigate,"  Do  It  Now!  Mail  the  Coopon  Today! 


For  information  write,  wire  or  ptione:  Ramada  Inn  Franctiise  Division, 
P.  O   Box  590  (F),  Phoenix,  Arizona  85001   •   Phone  (602)  275-4741 
□   I'm  interested  in  a  new  Ramada  franchise. 
n  I'll  interested  in  converting  my  existing  hotel. 


NAME 

ADDRESS, 
CITY 


_PHONE_ 


-STATE. 


.ZIP_ 


RAMADA' INN  ^^^a^- 


EGGHEADS 


Adults  who  attended  or  graduated  college 

Forbes  72.0% 

Fortune  71.4% 

Business  Week  58.5% 

Forbes  has  the  highest  concentration  of  college 
educated  readers  found  in  the  1968  Simmons 
Study  of  the  audiences  of  57  publications. 


Damn 
the  Torpedoes 

Construction-equipment 
demand  dropped,  but 
Caterpillar  Tractor  ex- 
panded as  though  noth- 
ing had  happened. 

"At  this  point,  our  heaviest  expendi- 
tures on  new  plant  are  behind  us." 
That's  how  WiHiam  Franklin,  now 
president  of  Peoria's  giant  Caterpillar 
Tractor  Co.,  summed  up  the  com- 
pany's situation  in  early  1965.  Less 
than  a  year  later,  however,  the  pros- 
pect had  altered,  and  the  company 
happily  announced  a  four-year  $600- 
miliion  expansion  program.  "The  de- 
mand at  that  time  was  simply  beyond 
our  ability  to  produce,"  Franklin  said 
last  month,  "and  that's  what  en- 
couraged us  to  expand." 

But  no  sooner  had  that  expansion 
gotten  under  way  than  Franklin  turned 
out  to  be  wrong  again — this  time  in 
the  other  direction.  Last  year,  in  re-, 
sponse  to  cutbacks  in  the  federal  high- 
way program,  the  low  level  of  resi- 
dential construction  and  the  effects  of 
credit  restraint,  demand  fell  moderate-, 
ly.  Characteristically,  however.  Cater- 
pillar refused  to  cut  back  its  expansion 
program.  From  $140  million  in  I966j 


BU/LD  NOW, 
SELL  LATER 

1.6 


1.5 
1.4 


SALES 
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We'll  tell  you  all  about  it. 


New  York  •  Alexandria  •  Asbury  Park  •  Beverly  Hills  •  Boston  •  Century  City  •  Chicago  •  Denver  -  Detroit  •  Los  Angeles  •  Newark  •  Oakland  •  San  Francisco  •  San  Jose 
Toms  River  •  Washington,  D.C.  •  Honolulu  •  Paris  •  F.P.  Ristine  Division  Offices:  Doylestown  •  Elizabeth  •  Philadelphia  •  Red  Bank  •  Ridgewood  •  Westfield 


M'^Donnelkco 

ESTABLISHED  1905  ^hM  INCORPORATED 
Members  New  York  Stock  Exchange  and  other  principal  exchanges 


Save  a  lot  of  steps 
looking  for  a  site: 


f  .^11  I  [^  Finding  the  right  plant  site  in 
^^wlll  ViJ^^a  Mid-America  can  involve  call- 
ing on  many  people  in  many  places.  If  you'll  call  on 
us,  you'll  find  some  valuable  shortcuts  that  may  save 
considerable  time  and  effort. 

We  can  tell  you  about  such  things  as  the  geological 
strata  for  deep  w/ell  waste  disposal  ...  the  local  polit- 
ical climate  ..  .tax  trends  ...  after-hours  social  life 
and,  of  course,  rail  transportation.  We  can  handle  any- 
thing for  you,  from  preliminary  reports  to  confidential 
negotiations  for  land  options. 

Because  we  live  and  work  in  communities  over  a 
14-state  area,  we  know  the  land,  the  people,  the  prob- 
lems and  the  opportunities.  (We  should,  after  117 
years!)  If  we  don't  know  the  answer  to  a  question,  we 
sure  know  the  people  who  do. 

If  you  want  to  take  one  step  that  can  save  you  many, 
get  in  touch  with  us.  Call  (312)  922-4811.  Or  write:  J. 
S.  Frost,  Assistant  Vice-President,  Industrial  Develop- 
ment, 135  East  Eleventh  Place,  Chicago,  Illinois  60605. 

ILLINOIS  CENTRAL  RAILROAD 


is; 


Caterpillar's  spending  soared  to  $220 
million  last  year,  or  nearly   15%   of 
sales.  At  the  same  time,  Caterpillar's 
expenditures    on    research    and    engi- 1 
neering — the  key  to  the  strength  of  its  I 
product  line — hit  a  record  $70  million. 
But  the  price  tag  was  high.  The! 
company   faced   rising  start-up  costs, 
excess    capacity    and    higher    interest 
rates  resulting  from  the  expansion  pro- 
gram. It  also  was  hit  by  labor  trou- 
bles and  a  costly  strike  settlement.  On 
a  3.4%  decline  in  sales  (to  $1.47  bil- 
lion), Caterpillar's  earnings  fell  a  full 
29%    (to  $106  million). 

No  Regrets.  Even  so,  Franklin 
making  no  apologies.  Caterpillar  al-; 
ways  has  shown  an  intelligent  willing-i 
ness  to  ride  out  the  short  swings  im 
order  to  catch  the  big  moves.  This  is 
why  Caterpillar  has  established  itself 
not  only  as  far  and  away  the  biggest 
company  in  its  industry  but  also  the 
most  profitable.  A  decade  ago,  in  fact, 
when  demand  fell  off  as  it  did  last 
year,  Caterpillar  continued  to  expandj 
and  so  laid  the  foundation  for  its 
sparkling  record  of  profitability  in  the 
Sixties — a  five-year  average  return  on 
equity  of  23.6%,  a  five-year  comn 
pounded  13.1%  increase  in  per  share 
earnings.  (Forbes,  Jan.  1,  1968.) 

Actually,  demand  has  already 
picked  up  a  little,  and  Franklin  ex 
pects  Caterpillar's  1968  sales  to  equa 
the  1966  record.  But  earnings  wil 
not  be  much  better  than  1967's  partlj 
because  Caterpillar's  spending  will  re 
main  at  last  year's  $200-million  leve 
before  tapering  off  in  1969.  "We  nc 
longer  think  of  a  single  capital  expen 
diture  program,"  Franklin  explains 
"This  is  an  on-going  program  that  wi 
continue  year  after  year,  though  no 
at  the  same  level." 

If  anything,  the  urgency  behini 
Caterpillar's  current  program  is  eve 
greater  than  it  was  a  decade  ago.  Sine 
then  several  competitors  have  strength 
ened  both  their  product  line  and  di$ 
tribution:  thus,  to  maintain  its  shar 
of  the  market  (it  has  50%  of  the  U.J 
market,  but  gets  nearly  half  its  sale 
abroad).  Caterpillar  cannot  afford  t 
be  caught  in  the  situation  it  was 
in  1965-66.  when  competitors  walke 
off  with  business  simply  becaus 
Caterpillar  did  not  have  the  capacit 
to  meet  demand. 

When  the  current  expansion  tape) 
off  in  1970,  Caterpillar's  capacif 
should  run  well  in  excess  of  $2  til 
lion — some  33%  above  its  1966  r® 
ord.  It  could  take  many  years  for  tf 
market  to  absorb  it  all,  but  Caterpilli 
is  sticking  with  the  corporate  stratej 
that  made  it  what  it  is  today.  "Wh« 
the  effective  demand  reaches  th 
level,"  Franklin  says  confidentl 
"Caterpillar  will  be  ready."  ■ 
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What  Better  Proof? 

How  many  times  have  you  heard  it  said  that  a  good  education  leads  to  a  better  job?  The  1968  Simmons  Study  provides 
unusual  confirmation  of  this  thought  on  the  business  of  life.  All  of  the  publications  measured  in  this  important  research 
are  ranked  below  according  to  the  educational  and  occupational  quality  concentrations  in  their  respective  audiences: 


%  Adults  who  attended  or 

%  Adults  employed  as 

graduated  college 

professional  or  managerial 

1. 

Forbes 

72.0 

'      1. 

Forbes 

55.7 

2. 

Fortune 

71.4 

2. 

Wall  St.  Journal 

52.9 

3. 

Wall  St.  Journal 

66.3 

3. 

Nation's  Business 

51.1 

4. 

Nation's  Business 

66.1 

4. 

Dun's  Review 

48.9 

5. 

Harper's/Atlantic 

64.9 

5. 

Fortune 

47.6 

6. 

Saturday  Review 

64.0 

6. 

Business  Management 

46.3 

7. 

New  Yorker 

62.7 

7. 

Saturday  Review 

40.8 

8. 

Business  Week 

58.5 

8. 

Business  Week 

40.4 

9. 

Dun's  Review 

58.5 

9. 

U.S.  News  &  World  Report 

34.1 

10. 

Business  Management 

57.2 

10. 

Harper's/Atlantic 

33.8 

11. 

Signature 

55.4 

11. 

New  Yorker 

33.7 

12. 

U.S.  News  &  World  Report 

54.9 

12. 

Golf  Digest 

31.8 

13. 

Holiday 

51.7 

13. 

Sports  Illustrated 

30.6 

14. 

Sports  Illustrated 

49.9 

14. 

Time 

29.5 

15. 

Time 

49.8 

15. 

National  Geographic 

28.9 

16. 

Newsweek 

49.0 

16. 

Newsweek 

28.6 

17. 

National  Geographic 

48.9 

17. 

Signature 

26.9 

18. 

Esquire 

48.6 

18. 

Cue 

24.4 

19. 

Golf  Digest 

43.0 

19. 

Holiday 

24.0 

20. 

Playboy 

41.9 

20. 

Playboy 

21.6 

21. 

Popular  Science 

36.4 

21. 

Esquire 

21.1 

22. 

House  Beautiful 

35.0 

22. 

American  Legion 

20.7 

23. 

Life 

34.2 

23. 

Mechanix  Illustrated 

20.1 

24. 

True 

34.1 

24. 

Life 

20.0 

25. 

Cue 

34.0 

25. 

Popular  Science 

19.7 

26. 

Cosmopolitan 

32.8 

26. 

Field  &  Stream 

19.1 

27. 

Saturday  Evening  Post 

32.8 

27. 

This  Week 

19.0 

28. 

House  &  Garden 

32.6 

28. 

Sports  Car  Graphic 

18.9* 

29. 

Mechanix  Illustrated 

32.5 

29. 

Motor  Trend 

18.5 

30. 

Motor  Trend 

30.1 

30. 

True 

18.2 

31. 

Ladies  Home  Journal 

30.0 

31. 

Popular  Mechanics 

17.9 

32. 

McCall's 

29.9 

32. 

Saturday  Evening  Post 

17.9 

33. 

Popular  Mechanics 

29.9 

33. 

Outdoor  Life 

17.4 

34. 

Look 

29.8 

34. 

Parade 

17.4 

35. 

Redbook 

29.7 

35. 

Look 

17.3 

36. 

Sport 

29.6 

36. 

Sport 

17.3 

37. 

This  Week 

29.5 

37. 

Reader's  Digest 

16.8 

38. 

American  Home 

29.4 

38. 

House  Beautiful 

16.7 

39. 

Parade 

29.2 

39. 

Argosy 

16.6 

40. 

Better  Homes 

28.9 

40. 

Better  Homes 

15.0 

41. 

Reader's  Digest 

28.9 

41. 

American  Home 

13.9 

42. 

Good  Housekeeping 

28.3 

42. 

TV  Guide 

13.7 

43. 

Argosy 

27.9 

43. 

House  &  Garden 

13.6 

44. 

Sports  Car  Graphic 

27.9 

44. 

Good  Housekeeping 

13.4 

45. 

Parents' 

27.1 

45. 

Ladies  Home  Journal 

12.8 

46. 

Family  Circle 

25.7 

46. 

Cosmopolitan 

12.6 

47. 

Hot  Rod 

25.3 

47. 

McCall's 

12.2 

48. 

Woman's  Day 

24.6 

48. 

Redbook 

12.2 

49. 

American  Legion 

24.3 

49. 

Hot  Rod 

11.1 

50. 

Field  &  Stream 

24.0 

50. 

Parents' 

11.1 

51. 

Outdoor  Life 

23.5 

51. 

Family  Circle 

11.0 

52. 

TV  Guide 

21.7 

52. 

Woman's  Day 

10.1 

53. 

Photoplay 

15.8 

53. 

Photoplay 

6.7 

54. 

True  Story 

11.7 

54. 

Modern  Screen 

5.1 

55. 

Modern  Screen 

10.7 

55. 

True  Story 

4.3 

56. 

Modern  Romances 

5.7* 

56. 

Modern  Romances 

3.7** 

U.  S.  Total 

22.4 

u.  s.  Total         mmms^- 

13.6 

'Unstable 


^Unreliable 


Aside  from  the  fact  that  we  are  naturally  pleased  that  Forbes  ranks  above  all  publications  in  these  highly  significant 
measurements,  the  correlation  between  the  two  tables  is  very  revealing.  Obviously,  a  good  education  does  lead  to  a  better 
job.  Ten  of  the  top  twelve  publications  in  the  educational  ranking  are  found  in  the  top  occupational  ranking  positions. 
Forbes  readers  don't  just  own  American  business. 

They  run  it.  Forbes:  Capitalist  tool 


Good  companies 

are  not  always 

good  investments 


Sound  contradictory?  It  really  isn't 
when  you  think  about  it. 

Many  times  the  market  price  of 
stock  in  a  fine,  well-managed  com- 
pany will  outstrip  the  fundamental 
value  represented  by  the  stock.  In 
other  words,  the  marketplace  sim- 
ply overvalued  the  stock.  This  is 
not  a  reflection  on  the  quality  of 
the  company,  but  rather  a  reflec- 
tion on  the  enthusiasm  of  the  stock- 
buying  public.  Often,  the  public 
fails  to  realize  that  the  real  key  to 
investment  success  lies  in  correctly 
analyzing  the  relationship  between 
fundamental  value  and  market 
price. 

Making  such  evaluations  is  one 
of  the  functions  of  the  Dean  Witter 
&  Co.  Research  Department,  one  of 
the  largest  and,  we  feel,  one  of  the 
finest  in  the  country.  They  main- 
tain a  constantly -updated  Master 
List  in  which  800  issues  are  rated  on 
this  and  other  bases.  Every  Dean 
Witter  Account  Executive  has  this 
list  available  and  will  be  glad  to  re- 
view the  stocks  in  your  portfolio  in 
the  light  of  current  information. 

If  you  hold  high-quality  issues 
which  have  become  overpriced  com- 
pared with  other  possible  invest- 
ments, it  may  be  time  to  sell  and 
put  the  money  to  work  in  a  more 
favorable  situation. 

Call  the  manager  of  the  Dean 
Witter  office  nearest  you  for  a  review 
of  your  current  holdings.  There  is 
no  cost  or  obligation,  of  course. 

You're  close  to  men  vA/ho 
know  when  you  invest  with... 

Deam  Witter  ^c  Co. 

Members  New  York  Stock  Exchange 
Pacific  Coast  Stock  Exchange 

DIVISION  OFFICES  IN 

SAN  FRANCISCO  •   LOS  ANGELES 

NEW  YORK  •   CHICAGO 

OTHER  OFFICES  THROUGHOUT  THE  U.S. 


How  to  Raise  Money  Without  Borrowing  It 

At  Sperry  Rand,  Chairman  Frank  Forster  has  raised 
capital  for  his  expanding  divisions  by  squeezing  it  out 
of  weaker  operations.  Extra  dividend:  higher  earnings. 


It  surprised  no  one  when  Sperry 
Rand  Corp.  announced  last  month 
that  earnings  were  up  19%  in  its  Mar. 
31  fiscal  year  to  a  record  $64  million, 
on  a  5%  sales  gain  to  $1.6  billion, 
while  per-share  earnings  rose  12%  to 
$1.94  despite  a  rise  of  some  6%  in 
average  shares  outstanding.  For  in 
piecemeal  announcements  over  the  last 
year  or  so  the  company  has  made  it 
clear  that  it  was  engaged  in  a  major 
redeployment  of  corporate  assets  that 
could  hardly  fail  to  improve  its  profit- 
ability. 

The  man  behind  the  redeployment 
was  Chairman  and  President  J.  Frank 
Forster.  He  had  risen  to  the  top 
through  the  company's  Vickers  hy- 
draulic operation,  its  most  profitable, 
and  its  Univac  division,  at  once  its 
biggest  problem  and  brightest  prospect. 
But  not  until  after  he  became  president 
in  July  1965,  could  he  begin  to  either 
shape  up  or  close  down  some  of  Sper- 
ry's  sick  operations. 

From  Missiles  to  EDP.  One  major 
beneficiary  of  the  redeployment  was 
the  Univac  division,  a  trouble  spot 
for  over  a  decade  but  now  improving 
its  profitability  so  fast  that  it  was  the 
largest  contributor  to  last  year's  earn- 
ings gain.  Such  an  improvement  im- 
plies the  kind  of  output  rise  that  would 
demand  more  plant  capacity.  But 
Sperry  Rand,  which  had  already  trans- 
ferred a  185,000  square-foot  plant  in 
Bristol,  Tenn.  to  Univac,  was  able  to 
do  the  same  with  395,000  square  feet 
of  under-utilized  modern  plant  space 
in  Salt  Lake  City. 

The  book  value  of  the  Utah  plants 
and  related  assets  transferred  to  Uni- 
vac was  about  $50  million.  And  that, 
remarks  Forster,  assigns  no  value  to 
the  most  important  asset,  trained  per- 
sonnel: "The  going  organization  is  the 
asset  you  really  want  to  turn  over.  The 
Utah  plant  was  built  to  do  $75-million 
annual  volume;  it  had  dropped  to  $30 
million." 

The  Utah  and  Tennessee  operations 
aren't  the  only  ones  Forster  has  washed 
out  in  the  last  few  years.  He  also  closed 
a  hydraulics  plant  in  Connecticut,  elec- 
tric shaver  plants  in  Britain  and  Italy 
and  typewriter  plants  in  Britain,  Japan 
and  Germany.  All  told,  closing  these 
operations  freed  considerably  more 
assets  than  the  transfer  of  the  Utah 
plants  to  Univac. 

Still  other  operations  were  sold. 
Last  winter  Sperry  Rand  sold  its  punch 


card  manufacturing  and  packaging 
machinery  operations  for  a  total  of 
something  under  $10  million;  its  small 
"  semiconductor  division  is  in  the  pro- 
cess of  being  liquidated;  and  the 
Vickers  division  operation  located  in 
St.  Louis  was  discontinued  and  some 
of  its  output  taken  on  elsewhere  in 
the  company. 

Anyone  who  thinks  this  paring  came 
easy  knows  nothing  about  manage- 
ment. It  was  a  rough  job.  Says  Forster, 
"Divisions  will  work  somewhat  on  re- 
ducing operations — and  also  on  gim- 
micks— but  they  won't  give  up  an 
operation.  The  idea  of  killing  a  bureau- 
cracy is  just  as  bad  in  business  as  in 
government.  It's  always  easier  to  look 
hopefully  at  the  future  than  to  look 
realistically  at  the  present." 

Loaded.  These  sales  and  transfers 
yielded  Sperry  Rand  the  equivalent  of 
over  $150  million  it  did  not  have  to 
borrow.  And  that,  plus  $60  million 
from  the  exercise  of  common-stock 
warrants  last  fall,  has  freed  Forster  of 
the  capital  market  for  the  present. 
Says  he,  "We  will  use  bank  debt  until 
the  long-term  money  market  improves. 
We  can  get  by  for  two  years  without 
borrowing." 

In  general,  Sperry  Rand  is  transfer- 
ring resources  from  defense  and  inter- 
national operations  into  what  it  deems 
growth  areas — EDP,  office  equipment, 
farm  machinery,  hydraulics  and  air- 
craft components.  In  doing  so,  it  is 
beginning  to  realize  some  of  the  prom- 
ise it  seemed  to  hold  when  it  was 
formed  over  a  decade  ago.  ■ 


Forster    of    Sperry    Rand 
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^As  I  See  It 


The  American 
Challenge 


An  Interview  with  Zoltan  Merszei 


French  journalist  and  politician  Jean-Jacques  Servan-Schreiber  has 
stirred  great  interest  here  and  in  Europe  with  his  book  "Le  Defi  Ameri- 
cain" — The  American  Challenge.  In  it  he  warns  Europeans  that  U.S. 
corporations  are  threatening  to  dominate  their  countries'  economies 
with  their  highly  successful  and  fast-growing  European  subsidiaries. 
True?  And  if  so,  why?  FORBES  asked  a  businessman  who  is  uniquely 
fitted  to  judge  the  situation.  He  is  Zoltan  Merszei,  the  46-year-old 
president  of  $200-million  Dow  Chemical  Europe  S.A.  Merszei  is  a  Hun- 
garian by  birth,  a  Canadian  by  nationality  and  an  American-type  busi- 
nessman by  choice  and  by  character.  Headquartered  in  Zurich,  Switz- 
erland, he  sits  on  the  parent  company  board  and  runs  a  staff  recruited 
from  13  nationalities.  With  plants  in  seven  countries  and  sales  offices 
in  13,  Merszei  insists  that  his  staff  act  like  businessmen,  not  like 
nationals  of  their  respective  countries.  He  was  interviewed  by  FORBES 
Associate  Editor  Wayne  Welch  and  Reporter  Barbara  Keleti. 


Why  are  American  companies  able 
to  beat  the  Europeans  on  their  home 
grounds — even  in  industries  like  chem- 
icals where  Europe  was  once  far 
ahead  of  us? 

Merszei:  The  biggest  reason  is  that 
American  companies  think  about  mak- 
ing money.  At  Dow,  we  like  chem- 
icals. They  are  the  only  thing  we 
understand  well.  Btit  chemicals  to  us 
are  incidental  to  making  money  for 
our  stockholders.  Americans  are  real- 
istic, down  to  earth;  they  face  the 
fact  about  why  they  are  in  business, 
why  the  stockholders  are  entrusting 
them  with  this  fortune. 

In  Europe,  businessmen  try  to  cov- 
er up  the  need  to  make  money  with 
an  aura  of  mystic  mission.  They  are 
more  concerned  with  building  com- 
misaries  and  recreational  facilities  for 
thSir  workers  than  paying  those  work- 
ers enough  money  so  they  can  afford 
to  buy  what  they  really  want.  This 
is  supf)osed  to  be  social  responsibility, 
but  really,  Europjean  companies  can- 
not afford  to  pay  them  more. 

Why  not? 

Merszei:  Because  of  bad  manage- 
ment. In  Europe,  management  has 
not  organized  labor  to  perform  by 
necessity  the  way  they  have  to  per- 
form in  the  U.S.  In  even  the  most 
advanced  countries  of  Europe  the 
cost  of  labor,  everything  included,  is 
maybe  half  as  much  as  in  the  U.S. 
So   you    think    they    can    really    out- 


smart the  Americans  with  that  low- 
cost  labor.  But  it  isn't  so — because  of 
their  system.  They  simply  engage  far 
more  bodies  than  we  do  in  this  coun- 
try. You  just  have  to  walk  into  any 
European  company,  and  on  every 
floor  you'll  find  a  couple  of  flunkies 
in  uniform  who  ask  you  to  fill  out 
forms  and  show  you  where  to  go. 
There  are  a  whole  bunch  of  these 
characters  hanging  around,  and  gates, 
and  guards.  If  you  walk  into  our 
headquarters,  there's  a  girl,  a  very 
pretty  one,  who  is  handling  the  switch- 
board. You  tell  that  girl  you'd  like 
to  see  the  president,  and  she'll  tell 
you  to  walk  down  that  corridor  and 
turn    left,   and   you'll   see   him   there. 

But  it  can't  be  that  widespread,  or 
that  important.  Surely  they  must  be 
efficient  on  the  factory  floor. 

Merszei:  All  you  have  to  do  is  to 
compare  the  employment  of  an  Amer- 
ican company  with  the  number  of 
people  they  employ  in  a  similar  com- 
pany in  Germany  or  in  England.  As 
for  the  factory,  it  is  true  that  right 
where  the  work  is  done  it  isn't  so 
had.  A  pipe  or  a  key  can  be  turned 
only  by  one  man,  that's  obvious.  And 
the  equipment  in  Europe  is  as  good 
or  better  than  our  own.  But  you  have 
these  auxiliary  people,  these  com- 
plementary people  who  contribute  al- 
most nothing.  Let  me  give  you  an 
example.  The  president  of  Dow  doesn't 
have  a  chauffeur.  I'm  president  of 
Dow-Europe,    a    fair-sized    company 


even  by  American  standards,  and  I 
wouldn't  dream  of  having  a  chauffeur. 
But  all  of  the  top  executives  in  Euro- 
pean companies  have  chauffeurs.  It's 
just  a  status  symbol,  of  course,  but 
they  go  so  far  as  to  try  to  justify  it. 
They  tell  themselves  that  they  can 
read  the  mail  on  the  way  to  the  of- 
fice. All  this  is  symptomatic.  The 
point  is,  American  companies  are  only 
paying  twice  as  much  for  labor  as 
Europeans  do,  and  we  can  still  be 
competitive  because  of  the  way  Eu- 
ropeans misuse  people. 

How  can  any  management  get  away 
with  this? 

Merszei:  For  one  simple  reason. 
When  I  go  to  my  board  and  ask  au- 
thorization for  a  plant,  I  put  my  name 
and  my  future  on  the  dotted  line.  I 
have  the  responsibility  for  making  my 
return-on-investment  curve  as  pre- 
sented to  the  board  turn  out  the  way 
I  predicted.  If  I  don't  produce,  they 
won't  have  any  hesitation  about  help- 
ing me  out  of  my  job.  But  European 
businessmen  rarely  stick  their  necks 
out  and  predict  that  something  is  go- 
ing to  happen.  Most  decisions  are 
made  by  a  whole  board  or  a  whole 
management  group,  and  they  make 
sure  the  responsibility  is  spread 
around. 

The  management  structure  in  Eu- 
rope, specifically  in  Germany,  is  very 
different  from  that  in  the  U.S.  In  a 
U.S.  company  we  have  one  board  of 
directors.  It  has  the  right  to  operate 


FORBES,  JUNE  1,  1968 


59 


Whittle  concentration 
of  scientific  talent 
in  West  Central  Ohio  ? 


Weigh  this  fact.  In  the  SMSA  (Standard 
Metropolitan  Statistical  Area)  of  Dayton, 
there  are  35%  more  scientists  and  engi- 
neers in  the  "Public  Administration"  in- 
dustry grouping  than  there  are  in  the 
corresponding  SMSA  of  giant  Chicago. 
Why  so  many  professional  people  here? 
One  big  reason:  at  the  vital  aerospace 
research  laboratories  connected  with 
Wright-Patterson  Air  Force  Base  near 
Dayton  there  are  more  than  4,000  scien- 
tific and  engineering  professionals.  Area 
industries  add  their  own  impressive  con- 
tribution to  the  total. 
May  we  give  you  facts 
and  figures  about  West 
Central  Ohio?  Write  or 
call  our  Area  Develop- 
ment Department. 


183rd  COMMON 

DIVIDEND 

NOTICE 


The  Board  of  Directors  has 
declared  a  regular  quarterly 
dividend  of  38C  per  share  on 
the  Common  Stock  of  the 
Company,  payable  on  June  1, 
1968,  to  stockholders  of 
record  at  the  close  of  busi- 
ness on  May  15,  1968. 

JOSEPH  E.  THEOBALD 
Secretary 
May  3,  1968 


THE  DAYTON  POWER  AND  LIGHT  COMPANY 

An  investor -owned  company  serving  West-Central  0/iio     Dayton.  Ohio  45401       • 


I-T-E  CIRCUIT  BREAKER  COMPANY 


has  merged  with 


IMPERIAL-EASTMAN  CORPORATION 


to  form 


I-T-E  IMPERIAL  CORPORATION 


We  assisted  In  the  program 
which  resulted  In  this  transaction 


DONALDSON,  LUFKIN  &  JENRETTE,  INC. 

ASSET     MANAGEMENT     SERVICES 


the  company,  and  at  the  same  time 
it  is  responsible  to  the  stockholders. 
In  a  German  company  there  are  two 
boards.  One  board  represents  the 
stockholders.  It  is  supposed  to  super- 
vise a  second  board,  the  operating 
board.  This  is  how  it  looks  on  paper, 
the  stockholders'  board  has  the  right 
to"  appoint  the  operating  board.  In 
fact,  however,  it  doesn't  work  like 
that.  The  operating  board  is  all-impor- 
tant, and  it  is  self-perpetuating. 

Some  American  boards  are  almost 
self-perpetuating.  The  directors  ap- 
point management,  and  management 
appoints  the  directors. 

Merszei:  It  isn't  the  same.  Even  if  aa 
American  director  is  appointed  by 
management,  he  is  still  a  stockholder 
representative  who  makes  decisions. 
When  you  have  a  stockholders"  meet- 
ing in  the  U.S.,  any  stockholder  can 
stand  up  and  ask  questions  of  the 
men  who  run  the  company.  In  Eu- 
rope, even  if  a  stockholder  were  ill- 
mannered  enough  to  attend  an  an- 
nual meeting,  he  would  meet  not  the 
operating  board  but  the  stockholder 
board.  The  stockholder  board  is  made  . 
up  of  bank  representatives  who  don't 
know   anything   about    the    company. 

If  you  own  stock  in  a   European 
company,  it's  a  matter  of  trust.  You 
trust  that  the  name  is  a  good  name, 
and  that  it  will  pay  you  a  dividend. 
A    European    investor    doesn't    think  i 
that  he  should  be  able  to  understand . 
what's  going  on  in  a  European  com-i 
pany.  Even  if  he  were  interested,  he  | 
wouldn't  find  out  much.  All  they  feel- 
the   stockholders   are   interested   in  is 
how  much  profit  is  allocated  for  stock- 
holder distribution. 

You  look  over  many  European  an- 1 
nual  reports  and  you  try  to  interpret] 
them.  A  good  accountant  who  is  ac- 
quainted with  local  conditions  could  I 
probably  figure  them  out,  and  he  canj 
probably  figure  out  the  different  cate- 
gories of  earnings,  what  they  put  to  the] 
side  for  A  accounts  and  B  accounts,] 
and  C  accounts.  But  there  is  no  lawj 
forcing  them  to  tell  the  stockholder] 
much.  In  Europe  the  tax  man  is  thel 
only  one  who  can  ask  the  really  perti-j 
nent  questions. 

Are  there  any  exceptions? 

Merszei:  Yes,  this  situation  is  chang-l 
ing,  and  very  much  so.  It  is  one  oil 
the  things  that  they  are  copying  I 
whether  they  admit  it  or  not,  fronr 
America.  All  throughout  management 
many  of  the  American  methods  an  I 
being  adopted.  You  see  many  Euro 
pean  managements  hiring  Booz,  Allen 
and    McKinsey,    not    European    con 
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sultants.  It's  very  hard  for  a  Euro- 
pean to  admit  that  he  needs  outside 
help,  but  traditions  are  changing  in 
about  ever>'  industrial  country  in  Eu- 
rope. The  fact  is  that  the  Americans 
practice  management  in  a  way  that 
is  logical  and  that  has  helped  U.S. 
industr>-  to  develop  to  the  f>oint  where 
it  is  today.  If  Europe  is  going  to  be 
as  prosperous  and  well  balanced  in- 
dustrially as  it  promises  to  be,  it  is 
because  the  Europeans  have  begun  to 
follow  a  pattern  that  has  been  prev- 
alent in  America  for  30  or  40  years. 

H'Tia/  is  that  pattern? 

Merszei:  In  American  business,  if 
you  as  an  individual  have  the  means 
or  the  knowhow,  you  can  go  out  and 
build  anything  you  want.  You  can 
start  a  business,  and  if  you  do  well 
you  can  expand  it.  Your  name,  your 
ethnic  background,  and  your  accent 
wont  keep  you  from  getting  bigger. 
In  Europe,  this  just  wasn't  done. 
There  is  no  law  limiting  Europeans 
from  starting  their  own  businesses,  but 
there  are  many  other  limiting  factors 
that  are  really  stronger  than  the  law. 
They  will  tell  you  that  you  cannot 
go  into  something  just  bscause  you 
have  a  good  idea.  The  associations, 
the  guilds,  the  different  interests,  are 
quite  nicely  protected  bodies,  and  in 
most  places  in  Europe  you  have  to 
get  a  permit  just  to  open  a  simple 
hamburger  stand.  They  can  drag  out 
getting  a  permit  with  different  kinds 
of  excuses  for  such  a  long  time  that 
you'll  get  fed  up  with  the  whole  thing 
and  you  won't  do  anything. 

You  know  of  Bernie  Cornfeld,  the 
man  who  has  built  the  mutual  fund 
business  in  Europe  almost  singlehand- 
edly.  Would  a  European  have  been 
able  to  do  the  same? 

Merszei:  His  particular  field  is  the 
investment  business,  mutual  funds  and 
all  of  that.  He  couldn't  have  gotten 
anywhere  as  a   European  with   Euro- 

'  pean  ideas  and  docile  traditions.  There 
were  no  mutual  funds  in  Europe.  Eu- 
ropeans could  have  started  them,  but 
in  Europe  the  banks  are  the  brokers. 

i  When  you  buy  stock,  you  buy  it  from 
a  bank,  which  holds  it  in  trust  for  you. 
But  Bernie  Cornfeld  is  a  very  smart 
fellow.  He  spent  some  time  there  and 
he  realized  the  gold  mine  in  selling 
securities  directly.  Furthermore,  he 
didn't  have  the  respect  for  Bank  A 
or  Bank  B  that  the  average  local  citi- 
zen has;  he  couldn't  have  cared  less. 
He  opened  up  shop  and  encouraged 
people  to  buy  funds;  there  was  no  law 
to  stop  him.  Most  Americans  don't 
believe  these  opportunities  in  Europe 


Your  investment  success  is  our  business 


10,400,000  Americans 
may  be  right 

Or  wrong. 

The  question  arises  because  a  law  was  passed  in  1962 
for  the  specific  benefit  of  self-employed  professionals 
and  businessmen,  yet  up  to  this  time  only  100,000  have 
taken  advantage  of  it.  Less  than  1%  of  those  eligible. 
The  law  being  ignored  so  unanimously  is  The  Self- 
Employed  Individuals  Tax  Retirement  Act  of  1962, 
commonly  known  as  the  "Keogh  Act,"  amended  in  1967 
to  provide  additional  retirement  benefits  beginning 
this  year. 

Why  do  we  bring  it  up?  Two  reasons. 

First.  Mutual  funds  is  one  of  the  investment  vehicles 
authorized  by  the  law  for  setting  up  a  tax-sheltered  re- 
tirement plan  — and  we  sell  mutual  funds.  They're  part 
of  our  complete  investment  services. 

Second.  Many  self-employed  individuals  are  clients 
of  ours.  Many  are  prospective  clients.  And  as  we  said 
at  the  start,  "your  investment  success  is  our  business." 

If  you're  self-employed,  you'll  want  to  get  the  full 
benefits  of  the  law.  And  we'd  be  glad  to  be  of  service. 
Whether  you're  a  client  or  not. 

Of  course,  if  you've  checked  with  your  tax  man  and 
are  satisfied  with  your  status,  fine.  So  are  we.  Other- 
wise, please  get  competent  tax  advice.  Then  see  us.  It 
takes  some  time  to  set  up  a  Keogh  retirement  plan,  and 
you  don't  want  to  lose  out  on  possible  tax  advantages 
in  1968. 

.  To  help,  we've  prepared  an  authoritative  introduction, 
Tax-Sheltered  Investing  For  THe  S elf-Employed. 
Over  100,000  men  and  women  have  already  sought 
guidance  from  this  12-page  booklet. 

We'd  like>'ou  to  read  it.  Both  for  what  it  may  be  worth 
to  you  right  now,  and  as  a  subtle  way  of  getting  you  to 
sample  our  services.  It's  free  of  charge,  of  course. 

The  quickest  way  to  get  a  copy  is  to  drop  by  one  of 
our  offices,  or  phone.  Ask  for  Tax-Sheltered  Investing 
For  the  Self-Employed.  Or  write:  Francis  L  duPont 
&  Co.,  Dept.  F,  P.O.  Box  833,  Wall  Street  Station, 
New  York,  N.Y.  10005. 

We  want  10,400,000  Americans  to  be  sure  they're  right 


S 


FRANCIS  I.  duPONT  &  CO. 

Your  investment  success  is  our  business 

OVER  100  OFFICES  IN  THE  US,  CANADA  AND  ABROAD  MEMBERS  NY 
STOCK  EXCHANGE,  PRINCIPAL  SECURITY  AND  COMMODITY  EXCHANGES 
ADMINISTRATIVE  OFFICES:  ONE  WALL  STREET  NY  TEL    212-344-2000 
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when  they  see  them.  They  can't  be- 
heve  the  conditions  that  produce  the 
opportunities  actually  exist. 

Could  a  Xerox  have  grown  in  Eu- 
rope? 

Merszei:  Not  the  way  it  grew  in 
America.  You  name  me  one  thing  that 
came  out  of  Europe  in  the  past  20 
years  that  grew  in  the  same  way. 
There  are  a  number  of  them  in  the 
U.S. 

Xerox  could  have  existed  in  Eu- 
rope, sure.  The  U.S.  has  no  monopoly 
on  knowhow.  You  can  make  the  case 
that  many  of  the  ideas  that  made 
America  great  stemmed  from  Europe. 
And  the  Europeans  use  that  argu- 
ment in  explaining  the  values  of  their 
kind  of  education.  And  there  are  cer- 
tain values  to  it,  you  can  say  a  lot 
for  it. 

How  does  education  affect  business 
management? 

Merszei:  I  think  the  biggest  part  of 
the  management  gap  stems  from  ed- 
ucation. All  you  have  to  do  is  look 
at  the  statistics  on  how  many  Euro- 
pean high  school  students  finish  uni- 
versity studies  compared  to  U.S.  stu- 
dents. Now,  you  can  argue  about  the 
relative  merits  of  the  schools,  but  that's 
beside  the  point.  The  fact  remains 
that  the  number  of  youngsters  who 
finish  university  studies  in  the  U.S. 
so  greatly  outnumbers  anything  being 
done  in  Europe  that  there  is  bound 
to  be  a  management  gap.  In  Europe 
you  just  don't  have  a  managerial 
class. 

That  is  changing,  however.  The  new 
generation  in  Europe  feels  that  there 
is  something  new  to  learn.  There's  no 
longer  the  great  difference  in  young- 
sters from  various  parts  of  the  world. 
The  world  is  getting  smaller,  and  you 
can  see  it  in  these  rebellions  that  are 
taking  place  everywhere. 

There  are  young  Europeans  now 
who  know  what's  going  on  in  man- 
agement. There  are  still  not  enough 
of  them.  But  some  young  Europeans 
know  that  if  they  work  for  an  Ameri- 
can corporation  in  Europe  they  can 
move  ahead.  If  they  have  ideas  and 
if  they  accomplish  something,  they'll 
be  rewarded  irrespective  of  who  they 
are  or  where  they  come  from.  As  I 
point  out  to  them,  I  myself  am  a  good 
example. 

Sure,  there  are  still  unfortunately 
a  great  number  of  young  people  who 
want  the  security  and  the  eventual 
chauffeur.  But  there  are  an  ever  great- 
er number  of  young  people  who  want 
to  make  out  of  Europe  the  kind  of 
advanced  society  that  exists  in  Amer- 


ica. We  get  many  of  these  people. 
We  have  quite  a  number  of  Europeans 
in  key  management  positions  in  Eu- 
rope, the  Far  East  and  Latin  America. 
In  Latin  America  we  are  develop- 
ing the  real  core  of  middle-manage- 
ment people  for  our  expanding  global 
operations. 

Don't  a  lot  of  Europeans  work  for 
you  so  they  can  be  hired  away  by  a 
European  company? 

Merszei:  Yes,  but  we  are  not  com- 
plaining. This  is  good.  This  is  how 
it  should  be.  We  like  to  see  this  two- 
way  movement.  Unfortunately,  the 
majority  of  our  middle  and  key  man- 
agement people  in  Europe  are  still 
Americans.  Why?  Because  there  just 
aren't  enough  Europeans  we  can  hire. 
Our  business  in  Europe  has  been 
growing  at  a  rate  too  fast  to  develop 
key  European  managers. 

But  this  is  darned  good  for  Eu- 
rope. We  are  helping  them  to  fill  a 
need  that  they  haven't  filled  them- 
selves, and  they  ought  to  be  bloody 
happy  about  it.  I  think  that  American 
companies  are  doing  a  greater  service 
to  European  industrial  development 
and  advancement  than  the  so-called 
European  management  schools. 

Just  in  teaching  different  manage- 
ment techniques  and  attitudes? 

Merszei:  Also  in  moving  people 
around  from  country  to  country.  An- 
other of  Europe's  shortcomings  is  that 
until  very  recently  there  wasn't  any 
free  movement  of  people  and  ideas. 
The  Common  Market  is  the  first  ray 
of  hope  for  Europe,  but  even  with 
that,    these    things    don't    happen    by 


treaty.  It's  difficult  for  Americans 
really  to  understand  the  barriers  of 
Europe.  Just  imagine  the  U.S.  split 
up  into  50  distinct  countries  with  no 
free  movement  of  capital  from  New 
York  to  New  Jersey,  and  many  fac- 
tors restraining  the  free  movement  of 
people.  You  have  a  company  in  New 
Ydrk  and  you  can't  open  a  branch 
office  in  New  Jersey.  Then  there's  the 
problem  of  citizenship.  But  Ameri- 
cans disregard  all  these  things.  They 
move  people  and  capital  from  coun- 
try to  country.  They  raise  money 
from  Europeans  all  over  Europe, 
something  the  Europeans  have  a  hell 
of  a  time  doing.  But  European  in- 
vestors trust  us  because  we  tell  them 
what  we're  doing,  and  we  tell  them 
that  we  need  their  capital  to  do  it. 
We  don't  want  to  keep  our  company 
wholly  American. 

This  is  changing  the  whole  pattern 
in  Europe.  There's  no  question  in  my 
mind  that  the  Americans  prompted 
these  changes.  I  think  that  in  10  or 
15  years  the  European  attitude  to 
industry  and  investment  will  be  very 
much  similar  to  what  exists  in  Amer- 
ica. But  until  that  comes  about,  Eu- 
rope will  still  offer  tremendous  op- 
portunities for  aggressive  American 
companies. 

What  about  the  differences  between 
the  European  countries?  We  know  an 
attractive  and  intelligent  lady  who  is 
married  to  an  American  businessman' 
in  Europe.  She  claims  to  know  noth- 
ing about  business,   but  she  says  the 
Germans    are    more    likely    to    come 
out    on    top.    Her    reasoning    is    thati 
even   if   the   Germans   don't   like   us,\ 
they    see    they    can    learn    something 
from   us.   She  says   that   the   French, \ 
by  contrast,  feel  they  can't  learn  any- 
thing   from    Americans    "who    don't 
even  know  how  to  eat." 

Merszei:    If  that  lady  is  half  as  at-i 
tractive  as  she  is  intelligent,  she  must 
be    very    beautiful    indeed.    Yes,    the 
Germans    will    own    that    they    have 
something  to  learn.  They  are  already! 
more  advanced,  and  they  are  moving! 
toward  the  patterns  on  which  Ameri-| 
can    industry    is    based.    Basically,    1 1 
think  the  Germans  respect  and  evenl 
like    Americans.    The    German    char- 1 
acter   includes    a    respect    for   poweil 
and  efficiency.  And  they  are  very  im-[ 
pressed     by     the     American     success! 
against   Germany   in   World   War   III 
which  they  attribute  to  America's  in| 
dustrial  backup. 

What  about  Britain  and  France? 

Merszei:  Well,  the  best  thing  thai 
you  can  say  for  Britain  is  that  the; 
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lave  begun  to  recognize  the  futility 
.^f  their  situation.  You  would  think 
hat  the  common  language  would 
Tiake  them  the  first  to  adopt  Ameri- 
;an  techniques.  All  it  proves  is  that 
anguage  is  not  the  important  thing. 
What  is  really  important  is  attitude, 
Tadition  and  how  you  look  at  things. 
How  management  developed  in  Brit- 
ain is  quite  a  different  story  from  how 
t  developed  in  the  U.S. 

France  is  another  problem.  Tech- 
lologically  it's  producing  people  as 
good  as  any  country's.  In  some  areas, 
nen  better.  France  has  fantastically 
J  scientists.  But  their  business 
Aorld  has  developed  in  such  a  way 
is  to  leave  them  now  completely  un- 
prepared to  face  today's  challenges. 
Any  industry  you  look  at  in  France 
s  split  up  into  myriad  small  seg- 
ments, which  are.  in  fact,  unman- 
ageable. You  can  find  hundreds  and 
hundreds  of  small  chemical  compa- 
nies in  France,  each  with  a  separate 
president  and  administration.  These 
companies  essentially  belong  to  the 
^ame  people,  and  you  would  think  it 
AOLild  be  simple  to  put  them  together. 
But  that's  not  the  way  it  developed. 
Rather,  a  company  that  had  ten 
viockholders  and  another  company 
ihat  had  ten  stockholders  would  form 


a  joint  corporation.  The  idea  was,  "If 
each  of  us  owns  a  piece  of  the  new 
company,  then  its  management  will 
have  to  consider  our  interests."  Every- 
body got  his  finger  into  everybody 
else's  pie.  But  the  idea  was  restrain- 
ing rather  than  expanding.  You  know 
that  "competition"  used  to  be  a  dirty 
word  in  Europe,  and  still  is  in  many 
respects. 

Show  me  a  French  chemical  com- 
pany that's  doing  well.  The  way  they 
are  split  is  eating  them  up.  Eating  up 
their  profits.  It  would  be  as  if  Dow 
had  20  product  departments,  and  each 
had  separate  administration,  account- 
ing, image,  separate  this  and  separate 
that.  It  would  be  terrible,  we  couldn't 
do  that. 

Furthermore,  if  we  acquire  an  out- 
side company,  we  break  our  backs 
to  absorb  it  into  Dow  and  eliminate 
the  fat.  But  retaining  the  identity  of 
the  acquired  company  is  sacred  in 
Europe. 

But  what  you  say  is  not  true  all 
over  Europe.  Italy  is  doing  very  well. 

Merszei:  But  Italy  has  only  been  an 
industrial  nation  for  the  past  30  years. 
In  other  words,  its  industrialization 
has  been  much  more  recent  than  that 


of  Germany,  England  or  France.  So 
the  Italians  have  less  of  their  ancient 
social  traditions  built  into  their  indus- 
try. Even  though  they  are  a  smaller 
nation  with  a  smaller  market,  they 
have  been  able  to  build  what  appear 
to  be  solid  organizations.  This  may 
not  be  true  in  the  chemical  field,  but 
it  is  certainly  true  in  other  areas. 
They  have  built  a  fantastic  auto  in- 
dustry, and  they  are  very  good  in  the 
machine-tool  industry. 

Like   the   Japanese,    they   have   the 
advantage  of  a  late  start. 

Merszei:  Of  course  they  are  much 
smaller  than  the  Japanese,  or  the  Ger- 
mans, or  the  British,  or  even  the 
French,  but  Italy  does  go  to  show, 
in  reverse,  that  sometimes  your  great 
tradition  is  a  cross  that  you  have  to 
carry. 

The  basic  situation  you  talk  about, 
is  it  self-correcting? 

Merszei:  Yes,  it  will  have  to  be. 
I've  pointed  out  some  signs  of  it  al- 
ready. But  it  will  take  a  long  time  and 
so  there  are  going  to  be  continued 
opp>ortunities  for  American  compa- 
nies for  a  long  time.  ■ 


On  January  3, 1967 
we  fired  37 
exeojtive  search  firms 


For  six  years,  we  utilized  the 
research  capability  of  our  executive 
search  firm  to  serve  the  manpower 
requirements  of  our  major  corporate 
clients,  and,  at  the  same  time,  we 
provided  other  executive  search 
firms  with  comprehensive  research 
information  about  the  identity  of  key 
personnel  to  serve  the  needs  of 
their  major  corporate  clients.  What 
happened  to  this  vital,  complete,  and 
comprehensive  research  information 
after  it  left  our  hands  was  out  of  our 
control.  We  knew  we  could  do  a 
better  job  of  follow-through  with  oor 
own  research  information.  And  so, 
on  January  3,  1 967,  we  fired  those 
37  executive  search  clients  and 
began  to  offer  our  extensive  and 


unusual  executive  search  service  only 
to  major  corporations. 
Here's  what  we  offer: 

•  100%  identification  of  all 
existing  personnel  by  name,  title, 
reporting  relationship,  job  function, 
or  technological  expertise  in  any 
industry,  in  any  corporate 
headquarters,  sales  office, 
laboratory,  manufacturing  plant  or 
other  physical  facility  in  the  U.  S., 
Canada,  Europe,  Latin  America, 
Africa  or  the  West  Indies. 

•  100%  record  of  completion! 
We've  never  failed  to  successfully 
complete  a  client's  assignment. 


•  To  prove  our  last  statement,  we 
will  give  25  client  references  instead 
of  the  usual  two  or  three.  (Everybody 
has  at  least  two  or  three  friends.) 

•  We  guarantee  our  man  for  one 
full  year.  If  he  does  not  function 
satisfactorily  within  that  time,  we'll 
conduct  another  search  and  replace 
him  at  no  additional  fee. 

If  you  can't  get  these  statements 
from  your  present  executive  search 
firm,  you're  not  getting  all  the 
possible  advantages  in  your  quest 
for  working  talent  today. 
For  more  information  write. 
We've  got  lots  more  to  tell  you. 


Management  Survey  and  Search  Corporation 

a  subsidiary  of  The  Whitehead  Group 

230  Park  Avenue,  New  York,  New  York  10017  •  (212)  679-2905 

Boston  Buenos  Aires  Toronto 


FORBES,  JUNE  1,  1968 


63 


r 


Faces  Behind  the  Figures 


William   F.    May 
Mystery 

"I  REALLY  don't  know  what  hap- 
pened," says  American  Can  Chair- 
man WilUam  F.  May.  "Klassen 
wrote  a  letter  to  all  the  directors 
resigning  as  president.  I  got  my  let- 
ter the  same  time  they  did.  It  was 
a  shocking  surprise." 

Elmer  T.  Klassen  was  the  second 
Canco  president  to  quit  since  1964, 
though  Roy  Sund  at  least  explained 
his  move  as  a  protest  against  the 
centralization  campaign  of  now 
retired  Chairman  William  F.  Stolk. 
Klassen,  according  to  May,  has  yet 
to  say  why  he  quit:  "1  asked  him 
about  it,  and  he  said  perhaps  some 
day,  a  long  time  from  now,  he'd 
talk  to  me  about  it." 

Outsiders  have  speculated  that 
Klassen  felt  responsible  for  Canco's 
skimpy  1%  earnings  increase  in 
1967,  or  perhaps  that  he  simply 
wanted  May's  chief  executive  job. 
"I  don't  think  he  wanted  my  job," 
says  May.  "He  says  he  didn't."  But 
both  men  had  been  rivals  for  dec- 
ades, having  spent  30  and  43  years 
respectively  with  Canco.  When 
Stolk  retired  he  made  Klassen  presi- 
dent but  put  May  over  him  as  chair- 
man and  chief  executive. 

May  is  convincing  when  he  says 
he  is  truly  sorry  that  Klassen  quit. 
"1  was  satisfied  with  the  job  he  was 
doing,"  says  May.  "He  was  highly 
in  favor  of  our  diversification  into 
consumer  products.  In  fact,  the  goal 
of  $400  million  sales  in  that  area  in 
five  years  is  really  Ted's  goal." 

Whatever  the  reason  Klassen  left, 

May  of  American  Can 


his  departure  means, that  May  will 
have  to  carry  an  added  burden  at 
a  crucial  time  for  Canco.  As  the 
volume  of  beer  and  soft-drink  cus- 
tomers mounts,  so  does  the  tempta- 
tion for  them  to  make  their  own 
cans.  Admits  May,  "To  deny  that 
or  play  around  with  it  would  be  a 
violation  of  the  truth. 

"Until  he  left,  I  sort  of  worried 
about  tomorrow  and  Ted  worried 
about  today.  Now  our  four  senior 
vice  presidents  are  not  going  to  get 
the  kind  of  intimate  direction  and 
daily  counseling  and  guidance  that 
they  had  before.  These  fellows  are 
going  to  have  to  have  the  objectivity 
and  vision  to  run  their  sectors  as 
though  they  were  really  presidents 
of  their  own  businesses." 

And  what  does  Elmer  T.  Klassen 
say  about  all  this?  "You  don't  leave 
a  job  like  I  had  because  it's  raining 
on  a  Monday  morning,"  he  said  to 
a  Forbes  reporter.  But  he  would 
not  tell  the  reporter  any  more  about 
his  reasons  for  quitting  than  he  told 
Bill  May  or  the  rest  of  the  Canco 
board.  ■ 


Henry    H.    Wilson 

Keeping  the  Feds  Out 

Former  Presidential  Assistant  (to 
Presidents  Kennedy  and  Johnson) 
Henry  H.  Wilson  has  two  jobs  as 
president  of  the  Chicago  Board  of 
Trade.  One  is  to  increase  the  pub- 
lic's interest  in  speculating  on  the 
exchange,  the  world's  largest  com- 
modity futures  market  with  trading 
in  wheat,  corn,  oats,  rye,  soybeans, 
soybean  oil  and  meal,  and  steers. 
The  other  is  to  keep  the  federal 
regulators  out  of  his  members'  hair. 
Doing  both  together  will  be  quite  a 
trick.  For  the  more  the  public  trades 
on  the  exchange,  the  more  regula- 
tory power  Washington's  Commod- 
ity Exchange  Authority  will  seek  in 
the  name  of  public  interest. 

What  complicates  Wilson's  po- 
licing job  is  that  the  Board  of  Trade 
has  always  operated  in  a  private- 
club  atmosphere.  Even  after  the  sal- 
ad-oil scandal  of  1963,  its  mem- 
bers refused  to  go  along  with  all  the 
reforms  its  own  investigating  com- 
mittee suggested — for  example,  a 
proposed  staff  committee  to  survey 
members'  trading  positions. 

To  be  sure,  when  Wilson,  a  46- 
year-old  North  Carolina-born  law- 
yer, last  year  became  the  exchange's 
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Wilson   of  Chicago   Board   of  Trade 

second  full-time  paid  president,  he 
ostensibly  was  given  more  power 
than  his  predecessor.  For  example, 
he  was  given  the  power  to  pick 
three  public  directors  (the  first  in 
the  exchange's  history),  though  his 
selections  could  be  turned  down  by 
the  full  board.  But  whether  he  has 
enough  power  to  keep  the  mem- 
bership in  line  remains  to  be  seen. 

He  also  has  to  be  careful  when 
he  tries  to  interest  more  people  in 
commodities  speculation.  He  says  he 
doesn't  want  the  interest  enjoyed 
by  the  stock  market,  "but  there  are 
many  people  whose  circumstances 
and  knowledge  make  it  appropriate 
for  them  to  speculate" — for  exam- 
ple, a  doctor  whose  tax  bracket 
warrants  risking  substantial  sums  in 
the  hope  of  substantial  gains. 

The  CEA  is  unhappy  already  be- 
cause Congress- — urged  on  by  the 
commodity  traders — has  so  far  re- 
fused to  give  the  CEA  the  power 
to  fix  margin  requirements  for  com- 
modities trading  and  to  enjoin 
traders  from  alleged  manipulations. 
It's  itching  for  another  go-round, 
and  may  be  able  to  make  a  better 
case  for  itself  if  the  futures  markets 
start  drawing  more  investor  interest. 

Wilson's  greatest  boon  just  now 
would  be  the  avoidance  of  any 
scandals,  large  or  small,  on  the 
Board  of  Trade,  but  even  that  isn't 
easy.  He  admits  that  trading  viola- 
tions are  inevitable  on  so  huge  an 
exchange,  and  he  can  only  hope 
to  control  his  traders'  behavior  by 
spot-checking  for  violations.  "I 
could  put  700  people  in  there  and 
they  couldn't  check  it  all,"  he  says. 
"Spot-checking  is  the  only  way." 
But  whether  that  will  spot  the  scan- 
dal that  would  bring  in  the  Feds  is, 
unhappily  for  Wilson,  a  matter  of 
chance.  ■ 
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Gus   S.    Wortham 
The  Spirit  of  76 

If  Chairman  and  Chief  Executive 
Officer  Gus  S.  Wortham  had  re- 
tired 1 1  years  ago  at  age  65,  Hous- 
ton-headquartered American  Gen- 
eral Insurance  Co.  might  just  have 
been  another  run-of-the-mill  insur- 
ance company.  But  Wortham,  who 
organized  the  company  in  1926 
with  an  initial  investment  of  $300,- 
000,  has  continued  to  build  "his 
baby"  until  today  it  is  one  of  the 
largest  multiple-service  insurance 
companies,  with  assets  of  $1.4  bil- 
lion. American  General's  assets 
have  increased  fivefold  since  1960; 
life  insurance  in  force  stands  at  $7.8 
billion,  a  339f^  increase;  and  ad- 
justed earnings  per  share  last  year 
amounted  to  $1.74  (Forbes,  May 
15).  This  represents  a  13.4%  com- 
pounded rate  of  earnings  growth  in 
the  past  seven  years,  more  than 
twice  the  average  of  the  larger 
multiple-line  companies. 

Originally  a  regional  fire  and 
casualty  company,  American  Gen- 
eral after  World  War  II  had 
branched  out  into  life  insurance. 
But  in  1964  Wortham  saw  a  chance 
to  buy  a  bargain,  Maryland  Casu- 
alty. Its  net  had  just  declined  53% 
in  one  year. 

"We  had  been  in  the  casualty 
business  a  long  time,"  explains 
Wortham,  "and  we  were  always 
able  to  make  a  profit.  Although 
Maryland  Casualty  had  problems, 
it  put  us  in  control  of  very  large 
sums  of  money.  The  first  year  we 
took  over,  we  made  an  underwriting 
profit.  It  has  made  money  ever 
since,  and  we've  never  been  sorry." 

Turning  Maryland  Casualty 
around  has  made  American  Gen- 
eral one  of  the  most  profitable  U.S. 

Wortham     of    American     General 


insurance  companies.  But  Wortham 
did  not  stop  there.  Last  year  AG 
balanced  its  insurance  ratio  anew  by 
acquiring  $463-million  (assets)  Life 
and  Casualty  of  Tennessee,  as  well 
as  a  49%  interest  in  the  Variable 
Annuity  Life  Insurance  Company, 
the  largest  in  the  variable-annuity 
field,  and  the  First  Participating 
Fund,  a  mutual  fund  licensed  to  sell 
in  42  states.  This  year  he  increased 
by  30%  his  interest  in  a  major 
Houston  Bank. 

That  done,  is  he  now  willing  to 
retire  at  76  to  his  ranch?  "No,  sir," 
says  Wortham  emphatically,  'Ve 
have  a  good  retirement  program  but 
I  don't  think  it  should  apply  to  the 
chairman.  I  still  have  a  lot  of  ideas, 
and  I'm  perhaps  the  most  progres- 
sive guy  around  here."  ■ 


Private  FHA 

Max    H.    Karl 

Competing  head-on  with  the  Gov- 
ernment is  seldom  a  smart  way  to 
do  business,  but  Milwaukee  law- 
yer and  real  estate  man  Max  H. 
Karl,  58,  has  prospered  doing 
ju.st  that.  Karl's  official  competition 
is  the  Federal  Housing  Administra- 
tion, formed  in  1934  to  encourage 
home  building  by  insuring  mortgage 
lenders  against  defaults.  To  meet  it, 
in  1957  he  set  up  his  Mortgage 
Guaranty  Insurance  Corp.,  which 
last  year  wrote  nearly  $1  billion 
worth  of  home  mortgage  insurance 
and  earned  over  $4  million,  16% 
on  average  net  worth. 

All  this  was  accomplished  not 
without  a  certain  breath  of  scandal. 
To  gef  a  favorable  tax  break  for 
his  private  FHA,  Karl  wanted  a 
change  in  the  law  and  so  got  in- 
volved in  some  high-level  Congres- 
sional lobbying,  which  later  won 
him  unwanted  prominence  as  a  fig- 
ure in  the  highly  publicized  Bobby 
Baker  case. 

The  key  to  MGIC's  approach  has 
been  its  relation  to  the  savings-&- 
loan  industry,  which  holds  some 
43%  of  U.S.  home  mortgage  debt. 
Karl  knew  the  S&Ls  didn't  like  to 
deal  with  the  FHA  because  1)  the 
FHA  limited  the  interest  rate,  often 
to  levels  below  the  going  market, 
and  2)  an  FHA  insurance  applica- 
tion was  often  delayed  two  weeks 
or  more  by  an  abundance  of  gov- 
ernmental red  tape. 

As  a  private  corporation,  MGIC 
had  no  need  to  set  an  interest  limit; 
and  it  solved  the  red-tape  problem 
by  shifting  much  of  the  inspection 
responsibility  to  the  S&Ls.  Where 


Karl  of 
Mortgage    Guaranty    Insurance 

the  FHA  sends  its  own  appraiser  to 
inspect  a  property  before  insuring 
a  mortgage,  MGIC  accepts  the 
judgments  of  lenders  on  its  ap- 
proved list — with  regular  spot- 
checks  to  make  sure  its  standards 
are  being  met.  "If  the  FHA  oper- 
ated the  way  we  do,"  says  Karl, 
"they  could  cut  75%  of  their  per- 
sonnel." 

MGIC  manages  to  skim  some  of 
the  cream  of  the  mortgage  insur- 
ance business  by  requiring  at  least 
a  10%  down  payment  on  all  the 
properties  whose  mortgages  it  in- 
sures. The  FHA,  to  encourage 
home  building,  may  require  as  lit- 
tle as  3%  down  payment,  and  its 
loss  rate  is  about  twice  that  of 
MGIC. 

So  vivid  were  the  lessons  of  his- 
tory from  the  Depression  that  Karl 
encountered  abundant  skepticism 
when  he  formed  MGIC;  and  when 
the  company  ran  into  considerable 
losses  for  the  first  two  years,  it 
seemed  that  the  skeptics  were  right. 
But  Karl  tightened  his  operation 
and  added  an  option  under  which 
MGIC,  instead  of  paying  in  full  for 
a  defaulted  property  and  taking  it 
over,  could  pay  only  20%  and 
leave  the  disposal  of  the  property  to 
the  insured  lender.  This  helped  keep 
MGIC  out  of  the  disposal  business 
and  encouraged  the  S&Ls  to  police 
their  own  loans  more  carefully. 

Now,  though  seven  other  com- 
panies have  entered  the  field, 
MGIC  writes  some  75%  of  the 
nongovernment  mortgage  policies. 
But  the  FHA  still  writes  about  $5.9 
billion,  nearly  7  times  as  much  as 
MGIC,  and  Karl  doesn't  see  why 
he  shouldn't  get  a  big  chunk  of  that. 
Says  he,  "I  expect  we'll  grow  at 
about  20%  per  year."  ■ 
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Faces  Behind  the  Figures 

Herbert   E.    Markley 

"The  Road  Points 
Only  Up" 

When  Herbert  E.  Markley,  53, 
took  over  as  president  of  Canton, 
Ohio's  Timken  Roller  Bearing  Co. 
last  April  after  Chairman  H.H. 
Timken  Jr.  died  of  a  heart  attack, 
he  became  one  of  the  few  non- 
Timkens  ever  to  head  that  vener- 
able family-dominated  company. 
Markley  is  hardly  an  outsider,  how- 
ever. An  accountant  who  went  to 
work  for  the  company  30  years  ago, 
he  is  thoroughly  steeped  in  the  Tim- 
ken tradition  and  firmly  determined 
to  keep  the  company  on  the  course 
that  over  the  years  has  made  it  one 
of  the  most  profitable  in  all  U.S. 
industry. 

Not  for  Timken  is  the  diversifi- 
cation that  has  become  something 
of  an  executive  mania  in  recent 
years.  Except  for  steel,  which  it  got 
into  to  assure  a  source  of  supply, 
Timken  is  a  one-product  company 
that  is  determined  to  remain  so.  The 
product,  of  course,  is  roller  bear- 
ings. "That's  been  our  major 
strength,"  Markley  says.  And  he 
adds:  "Any  machine  with  moving 
parts  is  a  potential  market."  Which 
of  course  has  meant  diversification 
of  another  sort,  providing  Timken 
with  an  inordinately  wide  spread 
of  markets  ranging  from  auto  and 
rail  to  construction,  earth-moving 
and  other  heavy  equipment. 

With  most  of  these  markets  down 
last  year,  Timken's  return  on  equity 
dwindled  to  13%,  vs.  22%  in  1965, 
while  its  earnings  fell  27%  to  $35.5 
million  on  a  9.6%  drop  in  sales  (to 
$355  million).  But  Markley  isn't 
about   to  junk  Timken's   formula 

Markley    of    Timken 


because  of  one  or  even  two  bad 
years.  "We've  never  claimed  we 
would  always  be  bigger  than  the 
year  before,  anyway,"  he  says,  add- 
ing that  off  years  aren't  limited  to 
single-product  companies.  "Look  at 
what  happened  to  Litton,  and 
they're  supposed  to  be  so  much 
smarter  than  we  are." 

There's  enough  action  in  roller 
bearings,  Markley  says,  to  keep 
Timken  fully  occupied  without  wor- 
rying about  diversification,  and  cer- 
tainly that's  been  true  in  the  past. 
Since  1960,  for  instance,  Timken 
developed  a  major  new  market  by 
persuading  the  railroads  to  switch 
from  friction  bearings  to  tapered 
bearings.  Now  90%  to  95%  of  all 
new  freight  cars  are  equipped  with 
tapered  bearings,  over  60%  of  them 
produced  by  Timken. 

"Why,  as  recently  as  the  late 
Fifties,"  Markley  says,  "automo- 
biles used  about  30  different  bear- 
ings for  their  front  wheels  alone. 
We  came  up  with  the  idea  of  doing 
the  same  job  with  only  12.  The 
auto  companies  [except  for  Gen- 
eral Motors,  which  makes  most  of 
its  own]  bought  the  idea,  and  we 
were  able  to  produce  them  in  vol- 
ume at  substantially  lower  prices. 
The  leverage  in  the  huge  volume 
made  it  extremely  profitable." 

So  why  panic  over  a  single  rela- 
tively poor  year?  "What  worked  for 
Timken  in  the  past,"  Markley  says, 
"will  work  in  the  future.  We  have 
indeed  had  bad  years,  but  in  the  long 
run  the  road  points  only  up."  ■ 


David   S.   Lewis 
Hot  Seat 

Just  last  spring  David  S.  Lewis, 
then  president  of  St.  Louis'  Mc- 
Donnell Aircraft  Corp.,  was  handed 
the  toughest  job  in  the  aircraft  busi- 
ness. His  boss.  Chairman  James 
McDonnell,  dispatched  him  to 
Santa  Monica  to  straighten  out  Mc- 
Donnell's new  division,  Douglas  Air- 
craft. Lewis  is  an  aeronautical 
engineer  from  Georgia  Tech  who 
worked  for  the  old  Glenn  L.  Martin 
Co.  for  seven  years  before  joining 
McDonnell  in  1946. 

Lewis  has  slowly  been  putting 
Douglas  back  in  shape.  He  has 
added  some  10,000  workers  to 
Douglas'  payroll  to  unclog  the  huge 
DC-8  and  DC-9  backlog  that  got  the 
company  into  the  red.  Their  "learn- 
ing curve" — i.e.,  training  period — is 
coming  down  nicely,  and  by  the 
time  Douglas  is  ready  to  gear  pro- 


Lewis  of  McDonnell  Douglas 

duction  up  on  its  big  new  DC- 10 
airbus  in  1971  they  should  be 
able  to  shift  over  easily.  Says  Lewis: 
It's  a  lot  different  from  a  year  ago 
when  we  were  crying  for  people." 

This  past  April  Douglas  Aircraft 
began  to  show  its  first  profits  on  a 
monthly  basis.  But  it  will  take  a 
good  infusion  of  McDonnell  cash  to 
finance  the  initial  $400  million  to 
$500  million  needed  to  get  into  the 
airbus  business.  By  contrast,  com- 
petitor Lockheed  Aircraft  is  bris- 
tling with  capital  and  dept  capacity 
to  finance  its  L-1011  airbus. 

To  ease  the  financial  burden, 
Lewis  plans  to  have  more  than  50% 
of  the  DC- 10s  built  outside  of 
Douglas,  25%  by  subcontractors 
and  25%  by  other  McDonnell  facil- 
ities. That  is  substantially  more  than 
the  39%  Douglas  subcontracted  on 
its  DC-9  and  the  13%  on  its  DC-8. 
These  "outsiders,"  including  the  par- 
ent McDonnell,  will  bear  the  initial 
financial  risk  on  their  parts  of  the 
plane;  Douglas  won't  have  to  repay 
them  until  they  begin  making  deliv- 
eries three  years  hence. 

Considering  that  he  has  man- 
aged to  convince  airline  customers 
that  he  can  carry  through  the  DC- 
10  program,  it  would  be  unwise  to 
bet  against  Lewis.  After  all,  he 
was  only  45  when  he  became  presi- 
dent of  McDonnell  in  1962.  Shortly 
thereafter  the  company  began  reap- 
ing huge  profits  from  its  famed  F-4 
Phantom  fighters.  "There's  no  rea- 
son why  the  Douglas  part  of  our 
picture  shouldn't  get  a  lot  brighter 
now  that  we  have  gotten  the  pro- 
duction bottlenecks  out  of  the  way," 
says  Lewis. 

"Back  in  St.  Louis  we're  used  to  j 
earning  at  least  $50  million  a  year. 
We'll  be  back  to  that  soon."  ■ 
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Notice:  This  coimlry 
is  moving  its  place  of 
biisiiiess. 


Any  day  now,  you'll  be  setting 
jp  offices  in  Ashlond,  Ky. 

Or  Roanoke,  Wheeling,  Can- 
fon,  Fort  Wayne,  Kingsport.  Or 
Three  Rivers. 

You're  laughing?  OK.  But  when 
you're  through,  take  a  look  at  the 
map. 

Smack  in  between  the  East  and 
Midwest's  traditional  business 
centers  is  an  area  now  getting 
known  as  the  "American  Ruhr." 

It  runs  from  Michigan,  through 
Indiana,  Ohio,  West  Virginia,  Vir- 


ginia, Kentucky,  and  into  Tennes- 
see. 

And  we  think  it's  the  area  for 
American  business  growth. 

We  sell  our  electricity  here.  So 
we're  not  talking  from  a  crystal 
boll.  We're  talking  from  an  inti- 
mate knowledge  of  the  trends. 

Example:  2,350  industries  have 
moved  in  or  expanded  within  the 
past  five  years. 

Example:  The  coal  industry  you 
thought  was  petering  out  has 
never  been  healthier. 

Example:  The  mountain  ranges 
which  have  kept  West  Virginia, 
and  Eastern  Kentucky  from  achiev- 
ing their  potential  are  being  cut 
down  to  size  by  the  interstate 
highway  system. 

Example:  Our  kilowatt-hour 


output— a  pretty  reliable  index  of 
economic  health  — has  doubled  in 
just  over  nine  years. 

Example:  We  expect  to  do  even 
better  in  the  next  nine  years. 

In  fact,  we're  getting  ready  for 
it  now.  By  spending  $1  billion  on 
new  facilities  in  the  next  3  years. 

We  don't  know  of  another  elec- 
tric utility  investing  that  much  in 
the  future  of  its  area. 

But  then,  we  don't  know  of  an- 
other area  with  that  much  of  a 
future. 


AMERICAN  ELECTRIC  POWER  SYSTEM 


tpPAiACHiAn  pomn  CO  •  mcmdAN  us  i,  ilecihic  co.  •  indiaha  i  mwhwan  aicrmc  co. 
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White,\^ld 

Can  Help  Put¥)ur 

StadentsTo  Sleep 


Today's  state-supported  colleges  are 
bursting  at  the  seams.  If  more  stu- 
dents are  to  be  accommodated,  more 
dormitories,  dining  and  student 
union  facilities  must  be  built.  But 
these  accommodations  are  ex- 
tremely expensive.  And  finding 
money  for  building  them  means  rais- 
ing dollars  by  the  millions. 

This  is  where  White,  Weld  can 


help.  We  are  one  of  the  leaders  in 
dormitory  revenue  bond  financing. 
We  have  the  experience  and  inge- 
nuity to  raise  construction  capital  at 
the  lowest  possible  cost.  And  we'll 
assist  you  every  step  of  the  way: 
From  the  early  planning  stages  to  the 
final  pricing  and  marketing  of  the 
bonds. 

Check  our  qualifications:  In 
1967,  we  managed  or  co-managed 
$1  billion  in  municipal  financings, 
and  in  the  last  few  years  have  under- 
written $869  million  college  revenue 
bonds  for  77  institutions.  We  have 
also  been  retained  as  financial 


advisor  or  investment  banker  by  ove 
40  municipalities  and  authorities. 

If  you  need  money  so  your  stu 
dents  can  sleep,  eat,  or  study,  tall 
to  White,  Weld. 

WHITE,WELD&CC 

Established  1895 

Members  New  York  Stock  Exchange 

20  Broad  Street,  New  York,  N.Y  10005 


The  Forbes  Index 


preliminary 


Composed  of  the  lollowirjg  components. 

•  How  much  are  we  producing? 
(FRB  index) 

•  How  many  people  have  been 
laid  off?  (U.S.  Dept.  of  Labor 
initial  unemployment  claims) 

•  How  intensively  are  we  work- 
ing?  (BLS   average    weekly 


hours  in  manufacturing) 

•  How  much  hard  goods  are  we 
ordering?  ^Depf.  of  Comm. 
durable  goods  new  orders  of 
last  3  months  related  to  in- 
ventories) 

•  How  much  are  people  spend- 


// 


The  Government  Would 


Never  Let  It  Happen 


ff 


Nineteen  of  twenty  guests  at  the  cocktail  party  are  wise 
to  growth  stocks,  land  speculation  and  the  wisdom  of 
maximum  borrowing  of  constantly  eroding  dollars. 
When  the  twentieth  guest,  who  still  has  a  savings  account 
and  pays  100%  cash  for  his  strictly  blue-chip  stocks, 
sheepishly  brings  up  the  chances  of  another  depression  or 
of  runaway  inflation,  he  is  hooted  down  with  the  cliche 
■"The  Government  would  never  let  it  happen." 

Consciously  or  unconsciously,  the  cliche-repeaters  have 
become  Keynesians,  followers  of  the  late  John  Maynard 
Keynes.  The  great  British  economist  taught  that  the  gov- 
ernment could  prevent  depressions  by  running  'deficits  to 
pump  money  into  the  economy;  then  it  could  get  the 
money  back  when  things  got  better  by  running  a  surplus. 
That  way,  fiscal  policy  could  restrain  both  boom  and  bust. 

Politically,  however,  there  are  flaws  in  the  theory. 
Keynes  didn't  know  much  about  the  U.S.  In  Congress  the 
New  Economics  shows  signs  of  breaking  down. 

The  Hard  Part.  "We  can  identify  our  problems  and  bring 
our  resources  to  bear  upon  them,"  said  Gabriel  Hauge,  presi- 
dent of  Manufacturers  Hanover  Trust  in  a  speech  last 
month,  but  he  added  that  implementing  the  necessary  action 
is  not  so  easy.  It's  a  little  bit  like  psychoanalysis:  Identifying 
the  neurosis  and  flnding  its  source  don't  always  lead  to  a 
cure. 

Take  our  current  inflation.  It  is  being  fueled  by  a  huge 
federal  deficit  in  a  time  of  economic  boom.  The  obvious, 
Keynesian  cure  would  be  a  combination  of  higher  taxes 
and  lower  spending.  But  Congress  so  far  has  refused  to 
raise  federal  income  taxes  and  is  so  far  from  agreement  on 
\^here  spending  should  be  cut  as  to  render  meaningful 
cuts  most  unlikely. 

So,  as  Hauge  says,  we  can  identify  the  problems.  We  have 
the  resources.  But  we  seem  to  lack  the  will  and  consensus 
needed  for  bringing  the  resources  to  bear  on  the  problems. 
So  far  as  inflation  is  concerned,  the  Government  doesn't 


ing?  {Dept.  of  Comm.  depart- 
ment store  sales) 

•  How  much  are  we  building? 
(Dept.  of  Comm.  private  non 
farm  tiousing  starts) 

•  How  much  are  workers  earn- 


[130     APRIL   111.0 

125      MAY    110.5 

120     JUNE    111.6 

115      JULY  111.6 

110     AUG 114.1 

105     SEPT 114.2 

50     OCT 115.2 

=—r~i  95      NOV 117.3 

90      DEC 119.2 

85     JAN 120.4 

FEB 122.7 

■■■■'S      MAR 124.6 

l»  APR.  (pre.)  125.0 
MAY  (pre.)  125.2 

ing?  (Dept.  of  Comm.  per- 
sonal income  in  manufactur- 
ing and  mining) 

•Are  consumers  taking  on 
more  or  less  debt?  (Federal 
Reserve  net  change  in  con- 
sumer installment  debt) 


seem  politically  capable  of  doing  much  about  it. 

How  about  the  opposite  situation,  a  recession?  Could 
the  Government  prevent  this  from  happening?  Well,  it 
would  have  to  be  able  to  cut  taxes  and/ or  step  up  spending. 
Theoretically,  cutting  taxes  should  be  easy.  But  such  are 
the  tribal  rites  of  American  politics  that  it  took  over  a  year 
of  trying  by  the  Kennedy  and  Johnson  Administrations  be- 
fore the  income  tax  cut  of  1964  could  pass  Congress.  That's 
hardly  the  prescription  for  fast,  flexible  action  against 
recession.  "When  I  served  on  a  commission  assisting  the 
Eisenhower  Administration,"  recalls  attorney  Adolf  A. 
Berle,  "we  tried  to  get  legislation  through  that  would  en- 
able the  President  to  cut  or  raise  taxes  by  5%  at  will. 
It  didn't  pass.  This  area  remains  the  one  great  mechanical 
flaw  in  our  control  over  the  economy."  In  fact,  unemploy- 
ment and  recession  are  so  frightening  to  most  people  that 
Congress  is  frightened  to  death  to  do  anything  that  might 
really  dampen  the  economy.  "We  have  the  tools  to  stop 
inflation,"  conservative  economist  Milton  Friedman  told 
Forbes,  "but  they  will  not  be  used  because  everybody  is 
more  worried  about  depression  than  about  inflation." 

But  how  about  countering  recession?  Certainly,  there  are 
plenty  of  things  to  spend  money  on:  the  cities,  education, 
air-  and  water-pollution  control.  But  will  the  taxpayer  and 
his  representatives  in  Congress  stand  still  for  spending  of 
that  sort?  Economist-author  Robert  Heilbroner,  for  one, 
doubts  it.  "I  don't  think,"  he  says,  "that  there  is  yet  a 
political  consensus  on  government  spending  of  the  volume 
that  would  be  needed  if  there  were  a  recession."  Some 
cynics  have  concluded  that  the  only  politically  feasible 
way  to  get  massive  government  spending  is  by  stepping  up 
outlays  for  politically  easy  things  like  defense  and  highways. 

The  built-in  stabilizers,  of  course,  remain:  defense  spend- 
ing, unemployment  insurance  and  social  security.  These 
would  almost  certainly  prevent  a  major  depression.  But  be- 
tween printing-press  inflation  and  a  total  bust,  there  are  gra- 
dations of  inflation  and  of  recession,  and  it  is  highly  unlikely 
that  we  yet  have  workable  tools  for  preventing  either  of 
these.  Like  all  cliches,  the  one  about  "the  Government  won't 
let  it  happen"  has  a  certain  amount  of  truth  in  it,  but  it  would 
be  wise  not  to  take  it  too  literally. 
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You  can  earn 


regardless  of  time 
funds  remain  in  account 

Dividends 
Compounded  Daily 

on  all  accounts  as  follows: 
funds  received  by  us  by  the 
10th  of  any  month  and  held 
to  the  end  of  the  quarter  earn 
from  the  1st,  Funds  received  by  the  10th  of  the 
month  and  withdraw^n  before  the  end  of  the 
quarter  earn  from  the  date  of  receipt  to  the 
actual  date  of  withdrawal.  Funds  do  not  have 
to  remain  in  the  account  a  minimum  of  3  months. 


5 


g^    per  annum 
j^  base  rate 


ON  ALL  ACCOUNTS 

Current  Rate 


Equivalent  to 


5.13^° 


per  annum  when  princi- 
pal and  dividends  remain 
In  the  account  one  year 
and  dividends  are  compounded  daily. 

On  New  Bonus  Accounts 

you  get  on  additional 

_    I     off     per  annum   on   accounts  held 

I  /  A /O    36  months.    Bonus  accounts 

/  must  be  opened   in   minimum 

amounts  of  $1,000  or  in  multiples  of  $1,000. 


Fi 


EST.  1937 


DELITY. 

I     SAVINGS  &  LOAN   ASSOCIATION 

\      Box  1631-22    •    Glendale,  Calif.  91209 

Ur  f=IDELITY    FEDERAL    SAVINGS  I 

IQ    Please  send  information  about  your  savings  accounts.  , 
[~l    Please   send    information   about   your  i 

I  CHECK-A-MONTH    plan. 


NAME- 


I  ADDRE5S- 
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rLEASE  PRINT 


-ZIP- 
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J^^^m  Investments  Geared  to  America's  Future 

% JOHNSTON 

MUTUAL  FUND 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (KeoghAct) 

MaU  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund  Inc. 

230  Park  Ave,  N.Y.C.  10017    Dept.  C 

Phone:(212)679-2700 


NAME 


ADDRESS . 


MARKET  COMMENT 


by  L.  0.  HOOPER* 


Don't  Worry  About  Deflation 


About  the  most  unpleasant  atmos- 
phere the  businessman  and  the  investor 
can  experience  is  deflation.  Everything 
that  suggests  a  possible  reversal  of  the 
inflationary  trend  quite  properly  is  re- 
garded as  bearish.  From  time  to  time 
there  is  a  propensity  in  the  financial 
markets  to  see  a  threat  of  deflation  in 
things  that  actually  are  bullish  or  in- 
flationary. 

As  I  see  it,  most  of  the  much-talked 
about  "bad"  trends  and  threats  ac- 
tually are  bullish  because  they  are 
inflationary.  For  instance,  the  threat 
of  a  higher  price  for  gold,  in  the  eyes 
of  many,  suggests  a  tie  of  money  to  a 
solid  metal — and  possibly  the  end  of 
the  unrestrained  reign  of  paper.  Ac- 
tually, those  advocating  higher  gold 
prices  are  superinflationists.  Some 
even  argue  that  if  you  double  the  price 
of  gold  you  double  the  lending  power 
of  the  banks.  Whether  that's  quanti- 
tatively true  or  not,  no  one  can  say; 
but  one  can  say  that  higher  gold  prices 
certainly  would  increase  the  supply  of 
money  and  credit  at  a  time  when  the 
supply  of  money  is  very  high  and  its 
velocity  or  turnover  is  rapid,  and  loans 
are  larger  than  ever. 

Without  trying  to  guess  what  will 
happen  to  short-term  money  rates  and 
bond  prices  over  the  next  few  weeks 
or  few  months,  I  am  pessimistic  about 
the  prospect  for  lower  money  rates. 
Actually,  the  cost  of  borrowed  money 
properly  should  be  high  in  an  infla- 
tionary economy  and  low  in  a  defla- 
tionary economy.  Because  the  pur- 
chasing power  of  the  money  on  loan 
(the  principal  )  inevitably  declines  dur- 
ing the  life  of  the  loan,  the  return  in 
interest  in  times  like  these  is  partly 
fictitious.  If  you  get  a  7%  return  on  a 
good  bond  (and  that's  not  difficult 
right  now),  and  the  purchasing  power 
of  your  principal  drops  at  the  rate  of 
4%  per  annum  (about  the  current 
rate),  your  real  return  is  only  3%. 
Institutional  emphasis  on  bonds  is  de- 
creasing, and  institutional  emphasis 
on  stocks  is  increasing.  High  bond 
yields  have  not  hurt  the  stock  market. 

Peace  Is  Bullish 

Some  have  regarded  the  end  of  the 
Vietnam  war  (which  must  come  be- 
fore too  long  however  bad  the  Paris 
negotiations  seem  to  be  going)  as 
bearish.  Actually,  in  the  first  year  or 


70 


so  after  the  end  of  a  war,  stocks  almost 
.  always  have  advanced.  This  war,  in 
spite  of  its  unpopularity,  has  not  been 
as  big  as  the  Korean  War  either  in 
percentage  of  the  gross  national  prod- 
uct or  in  percentage  of  the  work  force 
employed.  Furthermore,  it  is  improb- 
able that  the  basic  military  expenditure 
would  be  more  than  slightly  reduced 
in  event  of  peace  in  Vietnam,  as 
America  has  so  many  military  obliga- 
tions elsewhere.  Probably  antipoverty 
expenditures  would  be  increased  and 
there  would  be  a  rise  in  space  expendi- 
tures. The  prospect  that  federal,  state 
and  municipal  expenditures  will  be 
reduced  is  a  will-o'-the-wisp.  The  pub- 
lic does  not  want  expenditures  re- 
duced. 

The  stock-market  opinion  expressed 
above  does  not  necessarily  apply  to 
the  short  and  intermediate  pull.  It  is 
related  to  what  is  likely  to  happen 
over  six  months,  12  months  or  18 
months,  or  even  longer.  From  time  to 
time  technical  weaknesses  develop 
(due  to  the  public's  accelerated  cupid- 
ity) and  there  are  waves  of  psychologi- 
cal uncertainty  or  concern.  Recently, 
after  a  rise  of  more  than  100  points 
in  the  DJI  and  a  faster  rise  in  many 
individual  stocks,  speculation  may 
have  become  a  little  overheated.  That 
is  strongly  suggested  by  the  increase  in 
the  ratio  of  shares  traded  on  the  ASE 
to  shares  traded  on  the  NYSE.  This 
ratio  was  down  around  34%  to  35% 
late  in  March  and  lately  has  been  up 
around  69%.  Keep  in  mind,  however, 
that  the  chances,  on  the  basis  of  past 
history,  are  about  five  to  one  that 
the  stock  market  will  be  stronger  late 
in  June,  in  July  and  early  August, 
than  in  May  and  early  June. 

One  of  the  continuing  and  increas- 
ingly emphatic  trends  in  finance  is  the 
search  by  conglomerates  and  compan- 
ies whose  shares  sell  at  a  high  P/E 
ratio  for  nonglamour  companies  to  ac- 
quire at  low  prices.  These  acquisition- 
minded  organizations  constantly  are 
"discovering"  neglected  values,  and 
when  such  stocks  are  "discovered" 
they  rise  rapidly  in  price.  The  offer  of 
$85  a  share  for  Jones  &  Laughlin  by 
Ling-Temco-Vought  is  an  example.  It 
is  understood  that  JL  was  selling  under 
50  when  negotiations  began.  Another 

*Mr.   Hooper   Is   associated  with   the   New  York 
Stock  Exchange  firm  of  W.E.  Hutton  &  Co. 
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i  example  is  the  purchase  of  Rayonier 
by  ITT.  Two  companies  have  been 
competing  for  Clevite,  and  two  others 
for  Westinghouse  Air  Brake.  These 
are   only   a   few   examples. 

It  is  not  possible  to  tell  where  the 
lightning  may  strike  next,  but  good 
values  are  not  too  difficult  to  find. 
Usually  it  is  easier  for  the  acquiring 
interests  to  buy  a  company  if  owner- 
ship is  not  too  concentrated,  but  tliis 
IS  not  always  the  case.  I  don't  have 
any  idea  whether  anyone  is  interested 
:  not,  but  I  would  consider  Swift  & 
I  o.  (28)  an  acquisition  candidate. 
Armco  Steel  (47),  where  earnings  this 
larter  will  be  better  than  in  the  first 
quarter,  is  a  splendid  company  and 
the  stock  looks  lots  cheaper  than 
Jones  dc  Laughlin.  Pan  American 
Sulphur  (34)  will  have  over  $60 
million  in  cash  and  cash  equivalents 
by  July  1;  and  an  official  recently  re- 
marked that  either  the  company  would 
have  to  do  something  with  this  money, 
or  someone  would  be  acquiring  it. 
Woolworth  is  thought  to  be  anxious 
to  diversify,  perhaps  by  acquiring  some 
textile  or  apparel  companies.  Cerro 
Corp.  apparently  is  willing  to  be  ac- 
quired by  someone.  Bethlehem  Steel 
is  known  to  be  interested  in  diversi- 
fication. There  seems  to  be  a  stirring 
of  the  waters  in  International  Paper, 
perhaps  the  sale  or  spinoff  of  some  of 
the  timber  properties. 

Attention-Getters 

Some  of  the  recent  interest  in  Union 
Tank  Car  (80  against  a  low  of  6P/2 
this  year)  is  based  on  the  possibility 
that  the  company  may  be  a  factor  in 
antipollution  through  its  Graver  Water 
Conditioning  division.  This  car-leasing 
company  has  a  good  record  for  rising 
earnings.  .  .  .  General  A  merican  Trans- 
portation (37)  has  also  been  at- 
tracting some  attention  on  the  theory 
that  it  will  decrease  its  railroad-equip- 
ment-manufacturing emphasis  and  get 
into  airplane  leasing.  .  .  . 

There  is  definitely  more  interest  in 
the  long-neglected  airlines.  We  con- 
tinue to  like  KLM  Royal  Dutch  Air 
Lines  (55)  because  of  its  high  lever- 
age. There  has  been  some  buying  in 
Braniff  (23)  by  usually  shrewd  people 
on  the  theory  that  there  is  a  good  case 
for  better-than-average  per-share  earn- 
ings gains  this  year  and  next.  The  risk 
element  in  buying  Pan  American 
World  Airways,  TWA  and  United  Air 
Lines  at  this  time  should  not  be  very 
large,  and  perhaps  not  too  much  pa- 
tience will  be  required.  .  .  .  The  two 
fast-moving  glamour  stocks  that  ap- 
peal to  me  are  American  Research  & 
Development  and  EG&G;  but  those 
who  hold  them  should  ignore  wide 
intermediate  fluctuations  and  regard 
them  as  long-term  commitments.  ■ 


Do  Yott  Qualify 

For  Our  Special  Kind 

of  Professional 

Investment 
Management? 


TAKE  THIS  BRIEF  TEST  AND  SEE. 
IT  COULD  ENHANCE  YOUR 
ENTIRE  FINANCIAL  FUTURE. 


1.  You  are  vitally  interested  in  accumu- 
lating wealth  for  retirement,  travel, 
children's  education,  your  own  per- 
sonal objectives  or  simply  to  combat 
inflation. 


Yes  D 


No  D 


2.  By  necessity,  most  of  your  waking 
hours  are  involved  in  thinking  about 
your  occupation,  business  or  profes- 
sion, leaving  relatively  little  time  for 
investment  planning. 


Yes  D 


No  D 


3.  You  recognize  that  full-time  profes- 
sionals backed  by  complete  research 
facilities,  "3rd  generation"  computers 
and  decades  of  intensive  market  ex- 
perience, are  probably  better  equipped 
to  help  fulfill  your  investment  goals, 
than  you  are,  "going  it  alone." 


Yes  D 


No  D 


4.  You  agree  with  an  investment  philoso- 
phy which  seeks  to  concentrate  funds 
in  companies  that  are  growing  faster 
than  our  economy. 


Yes  D 


No  D 


5.  You  appreciate  that  there  are  risks 
and  no  guarantees  in  investing  in  com- 
mon stocks,  yet  realize  it  is  one  of  the 
few  remaining  ways  you  may  accumu- 
late wealth  under  today's  conditions. 


Yes  D 


No  D 


6.  You  would  be  interested  in  a  manage- 
ment program  for  your  account  of 
$5,000  or  more  at  a  surprisingly  mod- 
est fee,  especially  since  you  may  have 
been  under  the  impression  that  invest- 
ment management  was  reserved  only 
for  the  very  wealthy. 


Yes  D 


No  D 


As  a  good  business  manager  you  have 
the  temperament  that  will  allow  you 
to  delegate  responsibility  for  making 
investment  decisions  on  your  behalf  to 
experienced  investment  managers. 


Yes  D 


No  D 


8.  You  would  like  more  specific  informa- 
tion about  Spear  &  Staff's  Decision 
Management  Plan  such  as:  How  your 
account  would  be  managed;  bow  trans- 
actions are  carried  out;  how  quickly 
you  can  get  extra  funds  from  your  ac- 
count; what  kind  of  records  you  will 
receive;  how  dividends  are  handled; 
how  you  can  arrange  for  regular  with- 
drawals; bow  you  add  to  your  ac- 
count; where  your  stock  certificates 
are  kept;  management  fees  and  other 
details. 


Yes  D 


No  D 


If  you  answered  "YES"  to  most  of  these 
statements,  your  next  logical  step  is  to 
send  for  our  32-page,  fact-filled  booklet, 
"Declare  Your  Own  Dividends."  Use  the 
coupon  below  to  receive  it  at  no  cost 
or  obligation. 


SPEAR  &  STAFF,  INC.  Dept.MF6oi 

Investment  Management  Div. 
Babson  Park,  Mass.  02157 

Please  send  your  booklet  "Declare  Your  Own  Dividends" 
without  cost  or  obligation. 

Name . _^^ 


Address- 
City 


(please  print) 


-State- 


Interested 
in  Tax-Free 
Income? 

Get  more  information 
about  the 


niUVEEN 

TAX-EXEMPT 

BOND  FUND 


SERIES  SEVENTEEN 

■  It  consists  of  a  $6,000,000  Port- 
folio of  interest  bearing  Public  Bonds 
diversified  among  24  issues  in  15 
states. 

■  In  the  opinion  of  counsel,  interest 
income  from  this  fund  is  totally  ex- 
empt from  all  Federal  Income  Taxes. 

For  free  prospectus,  mail  this  coupon  to: 

JOHN  NUVEEIM  &  CO. 

(Incorporated) 

209  So.  LaSalle  Street,  Chicago,  Ml.,  60604 

(312)  Financial  6-2500 

Ptease  send  me,  without  obligation,  the  prospectus 
and  other  information  concerning  the  Nuveen  Tax- 
Exempt  Bond  Fund. 


Name  - 


Address- 
City 


■  F6-I 


-Zip- 


'ENNZPl' 


> 


DIVIDEND 
NOTICE 


The  Board  of  Directors  has  this 
date  declared  dividends  as  fol- 
lows: 

35(J  per  share  on  the  Common 
Stock  of  the  Company  payable 
June  15,  1968  to  stockholders  of 
record  at  the  close  of  business  on 
May  31,  1968. 


< 


$1  per  share  on  the  $4  Cumula- 
tive Preference  Common  Stock 
of  the  Company  payable  on  July 
1,  1968  to  stockholders  of  record 
at  the  close  of  business  on  May 
31,  1968. 


$1.18%  per  share  on  the  $4.75 
Cumulative  Preference  Common 
Stock  payable  on  July  1 ,  1968  to 
stockholders  of  record  at  the  close 
of  business  on  May  31,  1968. 

R.  B.  Berryman 
Secretary 

May  10,  1968 


PENNZOIL  UNITED. 


900  Southwest  Tower 
Houston,  Texas  77002 


TECHNICIAN'S  PERSPECTIVE 

by  JOHN  W.  SGHULZ* 

How  Long  Will  It  Last? 


It  is  now  almost  three  months  since 
the  stock  market's  spring  rally  started 
from  the  Mar.  5  lows  in  the  broad- 
based  price  indices.  Nevertheless,  as 
I  write  this,  there  seem  to  be  no  tech- 
nical indications  that  the  uptrend  has 
run  its  full  course.  To  be  sure,  follow- 
ing the  spectacular  gains  of  early 
April  in  all  major  averages,  the  ad- 
vance settled  down  to  a  more  pedes- 
trian pace,  punctuated  by  occasional 
phases  of  consolidation.  But  such  inter- 
ruptions are  normal  and,  in  fact,  tend 
to  strengthen  the  market's  technical 
underpinnings. 

Sooner  or  later,  of  course,  the  up- 
trend's momentum  will  inevitably 
slacken  still  further  and  thus  expose 
the  market  to  another  round  of  inter- 
mediate-trend weakness.  The  next  such 
reaction  should,  virtually  by  definition, 
amount  to  more  than  5%  in  the  aver- 
age price  level.  On  the  other  hand,  I 
doubt  very  much  that  it  will  exceed 
the  10%-11%  loss  chalked  up  for 
comprehensive  price  indices  (e.g.,  the 
New  York  Stock  Exchange  all-com- 
mon stock  composite  and  the  Stan- 
dard &  Poor's  industrials)  during  last 
winter's  gloom. 

Precisely  why,  when,  and  from  what 
level  the  next  intermediate  downtrend 
might  materialize  seems  unclear  at 
this  time.  Right  now,  and  probably  for 
quite  a  few  weeks  still  to  come,  the 
market's  over-all  supply-demand 
structure  is  likely  to  be  governed  by 
the  enormous  surplus  cash  reserves 
held  by  institutional  investors — the 
mutual  funds  most  conspicuous  among 
them — at  the  end  of  March,  when  the 
spring  rally  was  about  to  erupt.  In  the 
past  it  has  taken  a  good  many  months 
before  similarly  vast  hoards  of  cash 
could  be  reduced  to  more  normal 
levels.  For  example,  under  broadly 
comparable  technical  conditions  in  the 
first  half  of  1967,  institutional  pres- 
sures to  invest  excess  cash  were  so 
strong  that  stock  prices  advanced  for 
fully  four  consecutive  months  with 
only  two  minor-trend  reactions 
amounting  to  less  than  4%  on  average. 
It  is  probably  not  unreasonable  to 
assume  that  a  similar  trend  has  been 
in  progress  this  spring.  If  so,  the  ad- 
vance could  continue,  with  only  small 
interruptions,  into  July  or  possibly 
even  into  August  before  the  problem 
of  an  intermediate-trend  market  reac- 


tion (over  5%  but  probably  less  than 
10%)  again  becomes  serious  in  a 
technical  sense. 

Meanwhile,  it  is  necessary  to  realize 
that  stock  prices  may  have  come  up 
against  some  very  tangible  limiting 
factors.  The  trend  of  corporate  earn- 
ings, which  has  been  rising  sharply  so 
far  this  year,  will  very  probably  flatten 
out  during  the  next  two  quarters. 
Moreover,  many  year-to-year  earnings 
comparisons  will  look  less  attractive 
than  they  do  now  if  (or  when)  a  tax 
increase  becomes  law.  Overall,  after 
a  10%  surtax,  1968  earnings  for  the 
Standard  &  Poor's  industrials  might 
be  only  a  shade  above  last  year's  $5.66 
"per  share,"  which  would  place  this 
index  (recently  about  108)  at  a  rather 
lofty  price/ earnings  multiple  of  19 
times.  With  interest  rates  at  a  high 
level  that  may  persist  for  some  time 
even  if  taxes  are  raised  and  federal 
expenditures  reduced,  a  much  steeper 
earnings  multiple  could  prove  difficult 
to  sustain  for  very  long. 

Good   Prospects 

In  addition,  the  general  investment 
climate  may  begin  to  cool  as  the  Viet- 
nam negotiations  drag  on  (which 
seems  probable)  while  the  fighting 
continues.  On  the  whole,  I  think  it  is 
fair  to  say  that  the  spring  rally  has  less 
scope  for  further  price  gains  on  funda- 
mental grounds  than  it  has  life  expect- 
ancy on  technical  grounds.  The  combi- 
nation can  be  fruitful  for  traders  who 
are  willing  to  buy  into  minor  weak- 
ness, but  can  be  very  trying  for  long- 
term  investors.  (There  is  also  still  some 
possibility  of  yet  another  international 
currency  crisis.  Such  an  event  might 
precipitate  an  intermediate  down- 
trend but  would  presumably  create  a 
long-term  buying  opportunity  because 
it  would  more  likely  be  resolved  by 
inflationary  measures  rather  than  de- 
flationary measures.) 

In  this  environment,  investors 
might  be  wise  to  pay  some  attention  to 
stocks  that  have  good  prospects  of 
satisfactory  earnings  comparisons 
throughout  the  rest  of  1968,  but  are 
currently  selling  at  much  below-aver- 
age P/E  multiples.  For  example,  MSL 
Industries  (34),  Blue  Bell  (46),  and 
Martin  Marietta  (23).  ■ 

*Mr.  Schuiz  is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Wolfe  &  Co. 
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c/?  Tale  §fTwo  Investors 


You  ask  "HOW  IS  THIS  POSSIBLE?" 

Very  simple  The  wise  fnend  was  a  longtime  subscriber  to 
the  VALUE  LINE  INVESTMENT  SURVEY  and-by  using 
Value  Line's  objective  determinations  of  probability— he 
discovered  that  the  intentions  ot  both  investors  were  con- 
sistent with  an  evaluation  ot  the  facts  m  terms  ol  their 
personal  investment  goals 

As  a  subscriber  to  The  Value  Line  Investment  Survey, 
you  can  have  these  evaluations  weekly  on  more  than 
1400  stocks— including  virtually  every  stock  on  the  New 
York  Stock  Exchange       plus  300  others 

HOW  DOES  VALUE  LINE  DO  THIS? 

By  systematically  rating  every  week  what  the  probable 
price  changes  of  each  of  the  more  than  1400  stocks  will 
be— relative  to  all  the  others  — m  three  specific  time-per- 
iods in  the  future  •  The  next  12  months  •  Three  to 
five  years      •  Beyond  five  years 

Utilizing    objective    statistical    measurements    of    price/ 
earnings  relationships  and  growth  rates,  Value  Line  de- 
termines the  100  stocks  likely  to  outperform  the  others 
in  the  coming  year  and  rates  this  group  as  I. (Highest) 
The  next  group  of  300  stocks  is  rated  II  (Above  average) 
The  next  group  of  600  stocks  is  rated  III  (Average).  The 
next  300  issues  are  rated  IV  (Below  average).  And  the 
final  group  of  100  stocks  is  rated  V  (Lowest) 
Value  Line  uses  a  unique  method  of  assigning  an  index 
number  to  each  of  the  following  four  weekly  ratings: 

(1)  Probable  Market  Performance  in  the  next  12  months 

(2)  Appreciation  Potential  3  to  5  years  from  now 

(3)  Quality  (Dependability  beyond  5  years) 

(4)  Estimated  Yield  in  the  next  12  months 

By  weighting  the  index  numbers  of  these  ratings  to  accord 
with  your  own  investment  goals  you  can  gauge  how  suit- 
able any  one  of  the  more  than  1400  stocks  is  for  you 
personally  and  now. 

Therefore,  if  one  investor's  major  goal  is  current  income 
and  another's  growth  beyond  five  years,  it  could  be  right 
for  one  stockholder  to  sell  XYZ  company  while,  at  the 
same  time,  logical  for  another  investor  to  buy  it. 
In  addition  to  the  ratings,  you  receive  fuil-page  reports  on 
each  stock  four  times  a  year,  or  more  often  if  evidence 
requires.  At  the  same  time  you  receive  a  remarkably  clear 
presentation  of  the  most  significant  statistical  trends  over 
the  company's  past  15  years.  All  this  Is  provided  so  that 


Two  investors  had  a  vehement  disagreement 

over  the  relative  merits  of  a  particular  stock. 

One  investor  said  he  was  right  in  wanting 

to  purchase  1 00  shares.  The  other  investor, 

who  already  owned  100  shares,  insisted 

that  he  would  sell.  Both  investors  were  so 

strong  in  their  beliefs,  they  decided  to  leave 

the  judgment  as  to  who  was  right  to  a  mutual 

friend  of  theirs.  This  friend  was  familiar  with 

the  investment  needs  of  each.  Being  a  wise  man, 

he  conducted  an  intensive  study  of  the  stock 

by  utilizing  the  information  provided  in  his 

investment  advisory  service.  Much  to  the 

surprise  of  the  two  investors,  the  friend 

decided  both  were  right/ 


if  you  disagree  with  Value  Lines  ratings,  you  know  what 
you  are  disagreeing  with  and  why 

The  coupon  below  will  permit  you  to  put  The  Value  Line 
Investment  Survey  to  the  test,  under  our  money-back 
guarantee  If.  for  any  reason.  Value  Line  should  fail  to 
come  up  to  your  expectations,  return  the  material  within 
30  days  and  your  money  will  be  refunded  in  full  and  at 
once  You  may  receive  Value  Line  for  the  term  you  check 
—one  year  for  $167  three  months  for  $44.  or  four  weeks 
for  $5  The  complete  weekly  editions  of  The  Value  Line 
Investment  Survey  will  be  yours  Each  weekly  edition  con- 
sists of  full-page  reports  on  about  105  different  stocks  and 
analyses  of  their  industry  groups  plus  the  12-page 

Weekly  Summary  of  Advices  &  Index  and  the  8-page 
Selection  &  Opinion  editorial  section  plus  the  monthly 
Special  Report  on  insider  transactions  and  the  quarterly 
Special  Report  on  mutual  fund  transactions  issued  during 
the  term  of  your  subscription 

BONUS  •  With  the  annual  or  three-month  subscription. 
Value  Line  will  ship  to  you  immediately  the  2-volume 
Investors  Reference  Library,  which  will  give  you  the  latest 
full-page  reports  on  all  1400  stocks  published  prior  to 
your  subscription  During  the  subscription  period  the 
reports  on  all  1400  stocks  will  be  revised  and  updated 
systematically  every  13  weeks. 

In  fairness  to  regular  subscribers,  who  pay  fl6?  a  year  for  Tfie  Value  Line 
Investment  Survey,  we  cannot  make  the  JS  introductory  subscription  avail- 
able to  those  who  have  had  such  a  Ao/eek  subscription  within  the  past 
six  months. 


□  ONE  YEAR- $167 
(52  EDITIONS) 


□  3-MONTH  TR|AL-$  44 


(13  EDITIONS) 


Send  m«  the  complete  service  (or  the  term  checked  plus 
—as  a  twnus— the  2  volume  Invetton  Reference  Library 
consisting  ol  Value  Line  sections  published  during  the 
13  weeks  preceding  start  of  this  subscription 
D  Payment  enclosed  O  Bill  me 


□  FOUR.WEEK  TRIAL-SS 
(4  EDITIONS) 

Send  me  a  4-week  introduc- 
tory Subscription  to  the  full 
service  for  (5  I  enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  nwney-l>ack  guarantee. 


Name  (please  print). 
Address  


AA16-12 


City. 


.State. 


Zip. 


(Subscription  fees  arm  deductible  for  iiKorm  ten  purposes.  N.Y.C.  residents, 
please  add  SX  sales  tan;  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

THE  VALUE  LINE 

INVESTMENT  SURVEY 

Publiahad  by  Arrtold  Btrnhitrl  ft  Co-,  Inc. 

S  EAST  44*  tmeET,  NEW  YORK.  N.  Y.  10017 
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HOW  TO  MAKE  -^ 
A  SNOW-BALLING  MARKET 
WORK  FOR  YOU 


stock  market  trends,  once  established,  resist 
change.  This  persistence  tends  to  produce  a 
snowballing  effect  —  magnifying  both  profits 
and  losses. 

The  technique  of  riding  with  the  trend  is  one 
of  the  highly  specialized  market  tools  made 
available  to  you  in  our... 

SPECIAL  OFFER;  Receive  our  Positive  Invest- 
ment Program  —  plus  a  5-week  trial  subscrip- 
tion to  Investors  Research  Reports.  These 
reports  analyze  price  trends  of  over  600  lead- 
ing stocks  and  provide  information  which  you 
may  find  invaluable.  All  you  send  us  is  $1  — 
but  act  now ! 


INVESTORS  RESEARCH  COMPANY 

Oept.  F-6,  924  Laguna  Street 
Santa  Barbara,  California  93102 


For  $1  please  air  mail  my  trial 
subscription  plus  your  Positive 
Investment  Program. 


Name 

Address. 
City 


-  Sfate- 


-  Zip- 


How  to  start 

benefiting  from 

investment 

management 

with  as  little  as 

$5,000 


If  you  have  saved  or  acquired  $5,000  to 
$50,000,  you  naturally  want  to  make  your 
capital  grow.  But  you  may  actually  be  losing 
ground  due  to  inflation  and  taxes. 

To  help  solve  this  problem,  clients  in  55 
countries  have  placed  their  accounts  under 
The  Danforth  Associates  Investment  Man- 
agement Plan,  a  unique  program  originally 
developed  by  a  Boston  family  to  manage 
its  own  common  stock  investments. 

As  in  any  investment  program,  losses  do 
and  will  occur.  However,  the  plan  thus  far 
has  proved  especially  efficient  in  providing 
continuing  capital  growth  supervision  for 
individual  portfolios  starting  with  from 
$5,000  to  $50,000  in  cash  or  securities. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan  and  its 
complete  10-year  "performance  record," 
simply  write  Dept.  A-73. 

THE  Danforth  Associates 

Wellesley  hills,  Mass..  u.s.a.  oaiSi 

Investment  Man.igemene    .    Incorporated  1936 


THE  MARKET  OUTLOOK 

by  SIDNEY  B.  LURIE* 


The  Acid  Test 


On  broad  view,  it's  a  relatively  simple 
matter  to  develop  a  persuasive  case 
for  a  continuing  constructive  view  of 
the  equity  environment.  Not  just  be- 
cause the  supply-demand  situation  via 
an  excess  of  uncommitted  cash  re- 
serves in  professional  investment  hands 
is  still  strong,  but  because  the  basic 
fundamentals  that  contribute  to  the 
market's  background  are  encouraging. 

True,  the  economy  may  have  to 
carry  some  burdens  in  the  second  half, 
a  possibility  that  is  tempering  today's 
eflfervescence.  For  example,  currently 
restrictive  credit  policy  may  have  some 
impact  on  the  level  of  residential-build- 
ing activity,  and  excessive  steel  inven- 
tories may  have  to  be  digested.  A 
strike  is  far  from  inevitable.  But  the 
prospect  of  a  plateau  is  less  fearsome 
than  a  boom  that  strains  the  nation's 
productive  facilities  and  carries  the 
seeds  of  its  own  destruction.  A  com- 
fortable rather  than  exhilarating  busi- 
ness outlook  can  be  less  important  than 
the  fact  that  the  American  security- 
buying  public  now  realizes  that  Viet- 
nam is  not  a  bottomless  pit.  Also,  the 
threat  of  escalation,  which  intensifies 
already  existing  strains,  has  almost 
disappeared.  While  diplomatic  man- 
euvering isn't  likely  to  be  swift  and 
sure,  business  and  consumer  spending 
policies  will  be  buttressed  by  the 
knowledge  that  the  war  is  going  to 
end  at  some  point  and  that  the  pres- 
sures for  solution  are  greater  than  at 
the  time  of  Korea. 

Impressive  as  is  the  background, 
let's  not  underestimate  the  fact  that 
the  market  would  not  have  risen  so 
far  so  fast  if  the  stage  hadn't  been  set 
beforehand,  or  if  today's  balances 
hadn't  been  reasonable  possibilities. 
Thus,  there  is  some  question  as  to 
whether  the  latest  headlines  represent 
an  anticlimax.  What,  for  example,  will 
next  fire  speculative  imagination?  An 
emphasis  on  the  fact  that  the  accu- 
mulation of  professional  cash  reserves 
can't  be  invested  overnight  can  be  an 
oversimplification.  Price  is  always  the 
acid  test  of  any  argument.  And  it 
seems  to  me  that  certain  areas  of  the 
marketplace  today  are  richly  valued. 
I  think  this  is  particularly  true  of 
many  of  the  high-science  or  high- 
technology  companies. 

A  great  many  so-called  investment 
grade  issues  have  been  better  holdings 


since  year's  end  than  the  type  of  stocks 
■  that  are  usually  the  subject  of  com- 
muter-train gossip.  Matter  of  fact,  the 
popular  averages  would  not  have  been 
able  to  reach  record  highs  unless  the 
stocks  representative  of  traditional  or 
backbone  industries  had  advanced  as 
much  or  more  than  last  year's  high- 
fliers. While  the  rate  of  change  is  one 
of  the  factors  that  creates  speculative 
opportunities,  no  one  has  a  special 
monoply  on  these  dynamics. 

Looking  Up 

Illustrative  of  the  point,  I  believe  the 
tire  and  rubber  industry  has  changed 
for  the  better  in  recent  years.  While 
rated  capacity  in  past  years  was  in 
excess  of  demand,  with  the  result  that 
price-cutting  was  a  recurrent  problem, 
demand  has  recently  been  taxing 
productive  facilities  and  prices  are 
firm.  The  industry  itself  has  become 
merchandising-  rather  than  produc- 
tion-oriented; witness  the  emphasis  on 
brand  names  and  the  fact  that  tire- 
making  is  more  of  a  science  than  ever 
before.  The  European  markets  now 
enjoy  a  perhaps  even  brighter  potential 
than  the  U.S.,  for  a  huge  increase  in 
the  number  of  cars  on  the  road  means 
higher  replacement-tire  than  original- 
equipment  demand.  (The  reverse  had 
been  true  up  to  now  and  replacement 
tires  are  the  industry's  "money  pro- 
duct.") Also  the  current  and  prospec- 
tive sales  outlook  is  excellent. 

Goodyear  Tire  &  Rubber  (around 
54,  paying  $1.35,  with  a  1967  range 
of  54-40)  is  a  comfortable  as  well  as 
interesting  value.  For  one  thing,  I  be- 
lieve this  year's  earnings  potential  is 
in  the  $3.75-$4-per-share  area  as  com- 
pared with  $3.54  last  year,  when 
strike-related  costs  penalized  earnings 
by  about  10  cents  per  share.  Secondly, 
the  company  has  a  major  manufactur- 
ing position  in  Europe;  witness  the  fact 
that  foreign  earnings  were  a  little  over 
Si  per  share  last  year.  Thirdly,  about 
one-third  of  the  company's  sales  come 
from  outside  the  tire  business  as  such, 
including  a  profitable  retail  store  oper-  . 
ation  which  probably  contributes  close  I 
to  10%  of  sales.  About  60%  of  the 
company's  tire  sales  are  in  the  replace- 
ment market,  where  I  believe  its  com- 
petitive position  has  improved.   ■ 


*Mr.  Lurie  is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Josephthal  &  Co. 
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OVERSEAS  COMMENTARY 

by  GEORGE  J.  HENRY 


New  Money  For  The  U.S. 


\^  A  RESLLT  of  the  Administration's 
measures  to  clamp  down  on  direct  in- 
\  cstments  overseas  in  developed  coun- 
tries, more  and  more  of  our  major 
npanies  are  financing  their  over- 
^  subsidiaries  by  way  of  new  issues 
oad  in  Euro-dollars.  And  the  in- 
vestment climate  in  Europe  has  been 
favorable  for  this  type  of  financing. 
The  increasing  use  made  of  such  fi- 
nancing is  shown  by  the  following 
figures:  Since  the  beginning  of  last 
month  about  1.1  billion  Euro-dollars 
have  been  raised  by  this  method  com- 
pared with  1.8  billion  for  all  of  last 
year.  Unquestionably  this  type  of  fi- 
nancing eases  the  dollar  drain,  while 
at  the  same  time  enabling  major  U.S. 
concerns  to  continue  with  their  de- 
velopments and  expansion  in  the  ever- 
increasing  important  overseas  market. 
Nevertheless  there  has  been  some 
question  raised  as  to  whether  this 
type  of  capital  can  be  considered  "new 
money."  Undoubtedly  some  of  the 
funds  used  for  the  purchase  of  these 
investments  (largely  convertible 
bonds)  would  have  found  their  way 
into  the  American  market  anyway, 
probably  by  way  of  direct  purchases 
on  the  New  York  Stock  Exchange.  By 
making  new  convertible  bonds  avail- 
able for  overseas  investors,  however,  a 
very  interesting  media  of  investment 
has  been  made  available  to  major  Eu- 
ropean institutions. 

U.S.    Bonds   for    Europeans 

A  fund  is  now  being  set  up  in 
Europe,  to  be  sponsored  by  a  number 
of  London  investment  banks  as  well 
as"  the  overseas  organization  of  a 
major  New  York  brokerage  house.  Its 
aim  will  be  to  make  available  shares 
for  small  European  investors  who 
might  otherwise  not  participate  in 
U.S.  investments.  The  fund  will  start 
off  with  an  initial  capital  of  $15  mil- 
lion, and  the  shares  are  being  offered 
outside  the  U.S.  to  500  banks  and 
brokers  for  placing.  They  will  be  is- 
sued at  $10  a  share  and  will  be  quoted 
in  Luxembourg.  The  fund's  invest- 
ments will  be  chosen  primarily,  though 
not  necessarily  exclusively,  from  the 
50  or  so  U.S.  convertible  bonds  traded 
in  Europe.  The  fund  will  be  incorpo- 
rated in  Curasao  which  has  no  capi- 
tal gains  tax  and  where  income  tax 


on  the  interest  will  be  a  maximum  of 
3%. 

These  shares  will  not  be  available 
in  the  U.S.  because,  as  I  understand 
it,  the  issue  will  not  be  registered 
with  the  Securities  &  Exchange  Com- 
mission. In  any  case  U.S.  purchasers 
would  be  liable  to  the  interest  equal- 
ization tax.  However,  I  think  it  is  of 
major  interest  to  Americans  to  know 
that,  for  the  first  time,  small  overseas 
investors  will  now  have  available  stock 
which  will  allow  them  to  participate 
in  the  U.S.  market.  While  $15  million 
may  appear  somewhat  modest,  there 
is  no  telling  how  far  this  could  go, 
and  it  is  certainly  a  means  of  attract- 
ing new  money  to  our  shores. 

Our  concern  is  that  we  be  able  to 
expand  our  industries  overseas  with- 
out necessarily  using  U.S.  funds.  Oth- 
er countries  have  similar  problems. 
For  instance,  a  new  stock  issue  will  be 
made  in  the  near  future  by  Beecham 
Inc.  a  subsidiary  of  Beecham  Group 
Ltd.  The  latter  has  frequently  been 
discussed  in  this  column.  It  is  an  ag- 
gressive British  company  concerned 
mainly  with  the  pharmaceutical  and 
toiletry  fields,  but  with  interests  in 
other  industries,  such  as  soft  drinks. 

Beecham  Inc.  was  formed  in  New 
Jersey  last  August,  and  this  company, 
directly  and  through  subsidiaries,  is 
taking  pver  much  of  the  overseas 
business  of  Beecham  Ltd.  The  com- 
pany is  known  in  this  country  prin- 
cipally through  its  Brylcream  men's 
hairdressing  (which  is  the  No.  One 
hairdressing  in  Canada  and  Australia 
and  No.  Two  in  the  U.S.)  and  Mac- 
lean's Toothpaste  (which  is  the  fifth- 
largest  selling  toothpaste  in  the  U.S.). 
The  company  is  also  well  known  in 
medical  circles  through  Penbritin,  a 
synthetic   penicilin. 

A  number  of  cross-licensing  and 
other  arrangements  exist  between 
Beecham  Group  Ltd.  and  Beecham 
Inc.,  but  for  all  practical  purposes  the 
operations  of  Beecham  and  its  sub- 
sidiaries in  Australia  and  New  Zea- 
land will  be  syphoned  through  the 
American  corporation. 
■  Until  the  issuing  of  the  new  stock 
Beecham  Inc.  is  a  fully  owned  sub- 
sidiary of  the  Beecham  Group  Ltd. 
It  will  then  have  400,000  shares 
(about  10%  of  the  equity),  which  will 


be  owned  by  U.S.  investors.  This  is  an 
interesting  example  of  a  British  com- 
pany that  wishes  to  use  American 
capital  for  the  expansion  of  its  Amer- 
ican business.  Thus  the  equity  of  an 
important  concern  will  be  made  avail- 
able to  the  American  public. 

Australian  Boom 

The  first  article  I  wrote  for  Forbes 
was  in  November  1 960  when  my  good 
friend  Heinz  Beil  had  to  leave  for 
Europe  and  I  substituted  for  him  as 
a  guest  columnist.  As  I  was  unac- 
costumed  to  writing  a  column,  and 
the  time  at  my  disposal  was  short,  I 
chose  a  subject  with  which  I  was  most 
familiar — the  Australian  investment 
scene.  I  started  off  with  perhaps  more 
courage  than  discretion  by  saying 
that  "few  countries  if  any  could  look 
forward  to  the  next  ten  years  with  the 
same  confidence  as  Australia  can."  It 
gives  one  a  smug  sense  of  satisfaction 
to  see  a  prophecy  made  almost  ten 
years  ago  turn  out  so  well.  Develop- 
ments in  Australia  during  the  last  dec- 
ade have  been  momentous;  during  the 
last  two  years,  dramatic. 

At  that  time  I  mentioned  that  much 
of  the  country  was  not  even  surveyed, 
and,  with  the  great  natural  resources 
attributed  to  the  continent,  many  ex- 
citing discoveries  could  no  doubt  be 
made.  Today  hardly  a  week  passes  by 
without  the  announcement  of  a  major 
discovery  of  some  natural  resource  in 
Australia.  Iron  ore,  nickel,  copper, 
titanium,  gas,  ofl'shore  oil,  all  have 
come  in  abundance. 

I  mentioned  Broken  Hill  Proprie- 
tary as  being  the  major  iron  and  steel 
producer  of  Australia.  The  company's 
stock  was  then  selling  at  around  9. 
Since  then  the  stock  has  been  split  3- 
for-2  and  a  number  of  rights  issues 
have  been  made  to  stockholders  at 
$2.24  per  share.  Today  the  shares  are 
selling  at  28.  In  1960  the  company 
was  capitalized  at  approximately  $600 
million;  today  its  market  capitaliza- 
tion is  about  $3.6  billion.  Broken  Hill 
has  become  a  major  producer  of  off- 
shore oil  and  gas  and  has  made  many 
discoveries  in  other  mineral  areas. 

To  some  extent  the  great  boom  on 
the  Australian  stock  exchange  has 
been  caused  by  the  tremendous 
amount  of  buying  from  London.  This 
reflects  not  only  London's  optimism 
for  the  future  of  Australia  but  also  a 
desire  to  get  out  of  the  English  pound. 
Thus  any  breakdown  in  English  de- 
mand for  Australian  securities  could 
cause  temporary  havoc  in  Australian 
markets,  and  large  fluctuations  could 
take  place  in  the  price  of  leading  Aus- 
tralian securities,  especially  the  ones 
in  which  there  is  major  interest  in 
London.  But  the  outlook  for  Australia 
remains  very  bright  indeed.  ■ 
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Do  YOU 
KNOW... 

that  you  can  retain  the 
services  of  your  own 
experienced  investment 
consultant  for  only  ^180 
a  year? 


Do  you  know  that  this  man  is  a  member  of 
an  organization  that,  for  over  64  years,  has 
been  helping  people  manage  their  invest- 
ment portfolios? 

HERE  IS  WHAT  BABSON'S  INVESTMENT 
ADVISORY  SERVICE  CAN  DO  FOR  YOU 

•  As  a  Babson  client,  you  will  have  Invest- 
ment consultation  privileges  with  your  own 
Babson  Consultant.  You  may  contact  him 
either  by  mail,  'phone,  wire,  or  in  person. 
He  will  give  you  specific  unbiased  action 
advice.  His  recommendations  to  you  will 
be  based  on  the  combined  findings  of 
Babson's  Research  Department  and  In- 
vestment Committee. 

•  A  complete  analysis  of  your  estate  and 
portfolio  will  be  made  by  a  team  of  invest- 
ment specialists,  who  will  set  up  a  program 
in  line  with  your  objectives. 

•  Your  registered  securities  will  be  under 
continuous  study  by  Babson's  Research 
Department,  and  you  will  be  automatically 
notified  whenever  we  think  changes  in  the 
Market  picture  require  your  immediate 
attention. 

•  Every  Monday  morning  you  will  receive 
an  informative  bulletin  to  keep  you  up  to 
date  on  Market  situations  and  investment 
news. 

Remember,  Babson's  is  not  merely  a 
bulletin  service,  but  an  individualized  in- 
vestment advisory  service.  It  has  effec- 
tively served  thousands  of  investors  over 
the  last  half-century. 

If  your  portfolio  amounts  to  $7500  or  more, 
we  may  be  able  to  be  of  great  benefit  to 
you.  Wouldn't  it  add  to  your  peace  of  mind 
knowing  that  your  investment  decisions 
were  being  guided  by  one  of  the  country's 
oldest  and  largest  Investment  Advisory 
Organizations? 

ACT  NOW!  Mail  the  coupon  below  for  a 
free  brochure  which  explains  in  detail  how 
Babson's  might  help  you  to  BUILD  & 
PROTECT  your  Investment  Portfolio. 


Please  send  me  your  free  brochure  on  Bab- 
son's Investment  Advisory  Service. 

Name        


Street. 
City 


_State 


1904 


1968 


BABSOIN'S  REPORTS  me, 

WELLESLEY  HILLS,  MASS.  02181 
DEPT.  F.256 


The  Funds 


DOLLARS,   NO; 
DOLLAR   STOCKS,   YES 

The  idea  that  American  industry  is 
taking  over  Europe  has  been  around 
for  the  last  few  years,  but  it  got  a 
tremendous  boost  this  year  with  the 
pubUcation  of  The  American  Chal- 
lenge, a  book  by  French  editor  Jean- 
Jacques  Servan-Schreiber.  The  book, 
which  pictures  the  European  economy 
as  the  new  frontier  for  American 
corporations,  has  excited  and  alarmed 
millions  of  Europeans.  It  has  made 
Servan-Schreiber  rich,  and  it  may 
enrich  American  mutual-fund  man- 
agers as  well. 

Sales  of  American  funds  abroad 
were  already  helped  by  a  1966  statute 
that  raised  the  estate-tax  exclusion  on 
U.S.    securities   owned    by    foreigners 


Van  Heukelom  of 
Supervised    Investors 

from  $2,000  to  $30,000.  Sales  were 
also  helped  by  the  huge  Fund  of 
Funds,  which,  though  not  an  Ameri- 
can fund,  invests  in  the  shares  of 
American  funds,  and  helped  to  popu- 
larize mutual  funds  in  Europe. 

But  the  real  flood  of  U.S.  fund  sales 
in  Europe  is  taking  place  right  now. 
They  doubled  last  year  to  $300  mil- 
lion, and  this  year  they  have  been 
"spectacular,"  according  to  mutual- 
fund  men. 

Faultless  Buy?  Large  European  in- 
vestors are  finding  the  American  mu- 
tual fund  an  almost  perfect  investment. 
Gold  doesn't  pay  interest.  Bonds  erode. 
European  companies  aren't  doing  so 
well,  and  they  don't  give  the  investor 
much  information.  Real  estate  you 
cannot  hide.  "You've  had  Germany 
invade  France  three  times  in  the  past 
century,"  says  one  American  invest- 
ment banker,  "and  you've  had  a 
counterinvasion  of  Germany.   You've 


had  all  other  countries  in  Europe  in- 
vaded by  everybody  else,  so  money  is 
always  at  risk.  When  an  opposing 
army  invades,  you'd  darned  well  bet- 
ter have   it   covered   up  someplace." 

That  leaves  American  securities, 
stock  and  bonds.  The  European  banks, 
which  act  as  the  brokers  in  Europe, 
were  selling  a  high  volume  of  Euro- 
dollar bonds  until  recently.  These  en- 
abled a  European  to  pay  for  a  bond 
in  dollars  and  receive  his  interest  in 
dollars,  all  guaranteed  by  an  Ameri- 
can company.  But  in  the  past  two 
years  the  dollar  has  joined  other  cur- 
rencies in  the  doghouse.  Enter  the  mu- 
tual funds.  "European  bankers  aren't 
equipped  to  pick  U.S.  securities,"  says 
one  U.S.  banker.  "It  would  be  the 
same  as  if  our  trust  officers  had  to 
pick  and  choose  among  European 
companies.  Most  of  them  they  would 
barely  have  heard  of." 

There  is  some  dispute  about  which 
funds  are  the  favorites  in  Europe. 
Carel  Van  Heukelom,  vice  president 
of  Supervised  Investors  Services,  feels 
that  funds  with  special  industry  in- 
terests such  as  his  Technology  Fund 
(formerly  TV  Electronics  Fund) 
and  Chemical  Fund  have  an  edge. 
"The  European  bankers  may  not 
know  much  about  a  particular  Ameri- 
can company,"  he  says,  "but  they 
can  sound  reasonably  well  informed 
if  they  talk  to  their  customers  about 
a  broad  industry."  Van  Heukelom, 
who  claims  to  have  been,  in  1951,  the 
first  person  to  make  American  funds 
available  to  Europeans  (he  says  others 
at  that  time  sold  only  to  U.S.  service- 
men abroad),  will  not  say  what  his 
European  sales  volume  is,  only  that  it 
is  spectacular. 

Everybody  Wins.  The  performance 
funds  are  doing  well  in  Europe  too. 
Dreyfus  has  long  been  big  abroad, 
and  now  Fidelity,  Manhattan,  Ivest 
and  Channing  Special  are  becoming 
popular.  Some  of  these  funds'  sales 
have  doubled  over  last  year's  level. 
"The  specialized  funds  may  still  have 
some  glamour  attached  to  them,"  says 
John  C.  Jansings,  Bache  &  Co.'s  vice 
president  in  charge  of  mutual  funds. 
"But  let's  face  it;  those  funds  don't 
really  specialize  in  a  particular  indus- 
try anymore.  I  think  that  Europeans 
want  as  aggressive  a  mutual  fund  as 
they  can  find.  After  all,  they  have  no 
capital-gains   taxes    to   worry    about." 

European  bankers  are  discovering 
the  joys  of  high  mutual-fund  commis- 
sions. "This  is  a  matter  of  education," 
says  Van  Heukelom.  "Before,  a  Euro- 
pean bank  clerk  just  didn't  realize 
the  money  there  was  in  selling  funds." 

Given  time,  the  mutual  fund  indus- 
try may  end  up  solving  the  balance-of- 
payments  problem  singlehandedly.   ■ 
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MAKE  DOUGH,  NOT  WAR! 

During  the  past  few  years  America's 
college  students  have  started  to  march. 
They've  made  peace  marches  to  Wash- 
ington, antidraft  marches  to  local  draft 
boards  and  antiadministration  march- 
es into  the  deans  office.  But  one  of  the 
biggest  and  most  influential  marches 
hasn't  had  much  publicity:  the  march 
to  the  New  York  Stock  E.xchange. 
■'The  generation  that's  now  in  college 
knows  more  about  the  benefits  of  in- 
vesting in  the  securities  market  than 
any  generation  to  date,"  says  Jackson 
W.  Goss,  president  of  Putnam  Fund 
Distributors  Inc.,  "and  when  they  get 
out  of  college  and  really  start  concen- 
trating on  their  investments,  20-million 
volume  days  will  look  like  sleepers." 

For  the  past  two  years  Jack  Goss 
has  been  lecturing  at  colleges  all  over 
the  country,  encouraging  students  to 
take  a  closer  look  at  a  business  career 
and  emphasizing  the  advantages  of  se- 
curity investing. 

"They're  equity-oriented,"  says  Goss. 
"Don't  try  to  sell  them  an  insurance 
policy  because  they'll  tell  you  to  for- 
get it.  They  want  to  make  money  now. 
and  many  are  looking  at  mutual  funds 
as  a  way  of  making  it.  They  used  to 
see  the  funds  as  a  stodgy  investment 
with  little  near-term  growth  promise. 
But  recent  fund  jjerformance  has 
changed  that  attitude.  And  when  they 
see  the  kind  of  short-term  appreciation 
they  get  the  8'/2%  management  fee 
ceases  to  be  a  bogeyman.  Besides, 
many  young  investors  have  been 
burned  in  the  market  because  they  had 
a  do-it-yourself  attitude.  Now  they're 
more  willing  to  turn  their  marbles  over 
to  the  professional  fund  manager." 

One  fund  manager  thinks  that 
young  investors  have  an  old-fashioned 
philanthropist's  attitude  toward  invest- 
ing. "Look,  these  kids  want  to  get  in- 
volved in  'causes.'  They  don't  want 
to  spend  half  their  time  worrying 
about  how  to  make  a  buck.  But  they're 
capitalistic  enough  to  want  that  buck 
to  be  there  when  they  need  it.  So  they 
look  around  for  a  young  sharpie  to 
handle  these  'ugly'  materialistic  fi- 
nances and  that  leads  them  right  to  the 
Jerry  Tsais.  In  short  right  to  the  mu- 
tual-fund salesmen.  The  mutual  fund 
is  about  the  best  financial  answer  to 
youth — an  involved  non-involvement." 

But  there  is  one  thing  to  consider: 
the  fickleness  of  youth.  What's  going 
to  happen  if  the  performance  funds 
that  attract  the  young  investors  stop 
performing  well,  or  worse  yet,  lose 
money  in  a  quarter?  "These  kids  are 
prepared  for  that  already,"  says  Jack 
Goss.  "They  accept  risk  as  part  of  the 
game,  and  they  have  a  lot  of  durabili- 
ty." Their  slogan  perhaps  is:  Make 
capital,  not  war.  ■ 


IT'S  GOOD  TO  OWN  GROWTH  STOCKS! 

The  following  tabulation  shows  you  why  and  it  also  shows  you  the  good 
results  which  have  been  obtained  from  our  monthly  service,  "America's  Fastest 
Growing  Companies": 

Percent  Change  In  Market  Price 

1965  1966  1967  4  Mo.  1968 


America's  Foslest  Growing  Cemponios 
-A"  Rated  AFGC 
Oow-Jones  Industrial  Average 


-1-27 
-1-11 


—  3 
—10 
—19 


+  54 
-1-264 

+   14 


-I-  1 
+13 
-I-  2 


While  this  record  may  not  be  duplicated  in  the  future,  we  nevertheless  regard  it 
as  a  fair  measure  of  the  effectiveness  of  our  AFGC  techniques. 
By  concentrating  on  companies  which   are  compounding  their  earning  power  and 
irtirket  value  at  high  rates,  "America's  Fastest  Growing  Companies"  gives  its  sub- 
scribers a  wealth  of  profit-making  information. 

Every  month  this  service  reviews  the  progress  of  each  of  the  140-lSO  stocks  of  the 
fastest  growing  companies  in  the  nation  and  then  carefully  rates  them  for  their 
relative  investment  attraction. 

If  you  are  a  serious  investor  who  does  not  have  to  be  told  which  stocks  to  buy  or 
sell,  but  prefers  to  make  his  own  decisions  on  the  basis  of  carefully  presented  data, 
"America's  Fastest  Growing  Companies"  will  be  of  unusual  interest  and  value  to 
you. 

An  annual  subscription  to  our  AFGC  service  costs  only  $68,  or  if  you  prefer,  a 
6-month  subscription  is  available  for  $3  5  or  a  2-month  introductory  trial  for  only 
$10.  Merely  send  in  the  order  form  to  begin  your  subscription. 
Your  order  brings  you: 

•  Monthly  issues  (some  50  pages)  of  "America's  Fastest  Growing  Companies". 

•  The  unique  AFGC  P.ANOGRAPH,  a  graphical  presentation  of  the  standing 
of  each   AFGC  stock   relative  to   its  price,  earning  power   and   growth   rate. 


JOHN  S.  HEROLD,  INC. 


Greenwich,  Conn.  06830 


Please  send  me  AMERICA'S  FASTEST  GROWING  COMPANIES,  the  monthly  report 
for  investors  wishing  to  own  stocks  which  are  compounding  earning  power  at  rapid 
rates. 

Q  tSt  for  one  jt*t  n  $35  for  6  monlha  D  $1V  for  Z  month* 

NAME  

STREET  


CITY 


STATE   ZIP  CODE 

a  Check  Enclosed  D  Bill  me 


F-616g 


NO  LOAD 


1NER6Y 
FUND 

Mcon^oo«Tie 


now,  our  lower  minimums 
permit  you  to  set-up  a  voluntary 
(not  contractual) 

PERIODIC  DOLLAR  PURCHASE  PLAN 
with  a  minimum  of 

$25 

on  monthly  or  quarterly  basis 
after  Initial  investment  of 
$100. 

100%  of  your  money  invested  for 
GROWTH  in;  •  electronics  •  electric  utilities 

•  data  processing  •  oil  l  eas 

•  communications  •  aerospace 

•  transportation  •  nuclear  energy  &  others 


SELF-EMPLOYED  RETIREMENT  PLANS 

ENERGY  FUND  Is  a  qualified 
investment  under  Keogh  Act 


■y^^  sales  charge 


redemption  charge 
•  Single  or  Occasional  Purchases 


RALPH  E.  SAMUEL  &  CO.,  Distributor 

Members  N.Y.  Stock  Exchange 

55  Broad  St.,  New  York  10004,  Dept.  F 

To  buy  10  shares  or  more 

phone  collect  (212)  344-5300 

Please  send  me  the  FREE  prospectus 

and  literature  on  ENERGY  FUND. 

NAME 

ADDRESS^ . 


MB- 


T.ROWE  PRICE 
GROWTH  STOCK 

^  FUHD,  m. 

I.  I5S0 

A  HO-LOAD  FUHD 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

HO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogti  Act) 


I   T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

■    One  Ctiarles  Center,  Dept.  6 
Baltimore,  Md.  21201  Phone  (301)  539-1992 

I   N«m« 

■  Address  


.?ip. 
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AMERICA'S  FIRST  TOBACCO  MERCHANTS 

DIVIDEND    NOTICE 

Regular  quarterly  dividend  of  $.675  per  share  on  the  out- 
standing Common  Stock  of  Lorillard  Corporation  has  been 
declared  payable  July  1 ,  1 968,  to  stockholders  of  record  at 
the  close  of  business  June  4,  1968.  Checks  will  be  mailed. 

G.  O.  DAVIES, 
New  rof*.  Moy  15,  1968.  Executive  Vice  President 


Cigarettes 


KENT 

NEWPORT 

TRUE  FILTERS 

TRUE  MENTHOL 

OLD  GOLD  FILTERS 

SPRING  100's 

OLD  GOLD  STRAIGHTS 

Smoking  Tobaccos 

rNDIA  HOUSE 
BRIGGS 
BURGUNDY 
UNION  LEADER 
FRIENDS 


Little  Cigars 


BETWEEN  THE  ACTS 

MADISON 

OMEGA 


^^  Cigars 


ERIK 

Chewing  Tobaccos 

BEECH-NUT 

BAGPIPE 

HAVANA  BLOSSOM 
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CONVERTIBLE   BONDS 

and  177  convertible  preferred  stocks 
are  charted  by  our  R.H.M.  CONVERT- 
IBLE SURVEY  on  unique  and  inval- 
uable conversion  ratio  charts  which 
pinpoint  buying  opportunities.  Are  you 
fully  conversant  with  convertibles — 
recognize  their  opportunities  when 
they  occur?  To  introduce  you  to  a 
complete  investment  service  covering 
the  entire  field  of  convertibles,  we 
invite  you  to  send  for  our  FREE  re- 
port on  "Convertible  Opportunities."  It 
is  a  full  explanation  of  convertibles 
which  can  prevent  future  missed  oppor- 
tunities for  you.  There  is  no  obligation. 
Send  to:  "Convertibles,"  Dept.  F-24, 
R.H.M.  Associates,  220  Fifdi  Ave.,  New 
York,  N.Y.  10001. 


ACHIEVERS 

Adults  who  are  Professional 
or  Managerial 

college  graduates 

Forbes  42.2% 

Fortune  35.8% 

Business  Week  23.4% 

Forbes  has  the  highest  con- 
centration of  these  higher 
educated,  better  employed 
readers  found  annong  all  pub- 
lications measured  by  the 
1968  Simmons  Study. 


(Continued  from  page  10) 

Trends 

&.  Tangents 

Profit  from  Problems.  Two  years 
ago,  Corn  Products  found  it 
couldn't  hire  enough  qualified 
workers  at  its  huge  Argo,  111.  food- 
processing  plant.  To  solve  the  prob- 
lem. Corn  Products  took  in  un- 
qualified, unemployed  people  in  the 
area  and  subjected  them  to  an  edu- 
cational program  named  MIND, 
developed  by  the  National  Associa- 
tion of  Manufacturers.  The  system, 
using  such  special  materials  as  tape 
recordings,  taught  the  potential  em- 
ployees to  read,  to  write  and  to  do 
arithmetic.  The  program  worked  so 
well  that  the  company  turned  it  into 
a  business,  educating  potential  em- 
ployees for  other  companies.  So  far. 
Corn  Products  has  about  70  clients 
for  its  educational  services. 

On  the  Watch.  Worrying  about 
getting  fired?  Chicago  employment 
agency  Cadillac  Associates  has 
come  up  with  some  new  warning 
signals.  One,  a  new  company  is 
acquired  without  your  knowledge. 
Your  firm  may  be  picking  it  up 
for  its  management  depth.  Two, 
your  responsibilities  are  split  with 
another  man.  Three,  large  blocks 
of  your  firm's  stock  are  changing 
hands;  somebody  may  be  on  his 
way  to  taking  over  your  company. 
But  Cadillac  also  lists  a  signal  that 
is  probably  as  old  as  politics  itself: 
a  fall-oflf  in  luncheon  invitations 
from  corporate  cronies. 

Come  On  Down.  Houston  is  at- 
tracting more  and  more  tourists 
each  year  with  such  special  attrac- 
tions as  the  Astrodome,  the  Disney- 
land-like Astroworld  amusement 
park,  and  the  Manned  Spacecraft 
Center.  All  of  these  spots  are  lo- 
cated on  the  fringes  of  the  city. 
To  move  tourists  into  the  city's 
center,  Houston  is  trying  to  re- 
juvenate its  old  historical  center, 
Market  Square.  Old  warehouses 
and  an  ice  house  are  being  reno- 
vated as  restaurants,  night  clubs, 
coflFee  houses  and  gift  shops.  And 
the  emphasis  is  on  live  entertain- 
ment: folk-rock  groups,  blues  and 
soul  music.  Almost  any  forgotten 
place  is  apt  to  become  a  new  night 
spot,  including  a  bridge  over  Buf- 
falo Bayou,  which  borders  Market 
Square.  A  restaurant  has  been 
created  in  the  concrete  support 
structure  of  the  bridge. 


\\ 


OVERSEAS 


What  Have  You  Got?  Ford  of 
Britain  is  asking  that  question  more 
and  more  these  days.  Ford  is  now 
bartering  its  cars  in  countries  that 
are  short  of  convertible  currency. 
Ford  tries  to  exchange  cars  and 
trucks  for  things  that  can  be  used 
in  the  production  of  Fords — raw 
materials  such  as  iron  and  lime- 
stone. But  the  company  has  also 
accepted  coffee  from  Brazil,  cranes 
from  Norway,  toilet  seats  from  Fin- 
land and  potatoes  from  Spain. 

Votre  Friendly  Banker.  It  may  be 
late  in  the  game,  but  even  before 
the  recent  strikes,  French  banks 
had  begun  to  move  toward  "de- 
mocracy." Until  recently,  a  select 
group  of  these  private  banks  had 
symbolized  ultimate  economic  pow- 
er in  France.  French  Premier  Pom- 
pidou, for  example,  is  the  former 
head  of  the  venerable  House  of 
Rothschild.  Now.  however,  many 
of  these  austere  and  anonymous  in- 
stitutions have  gone  into  full- 
fledged  commercial  banking.  Their 
announced  intent  is  a  business  al- 
liance with  the  depositor  in  the 
street.  But  cynics  say  the  move  is 
just  a  change  of  window-dressing. 
After  de  Gaulle,  the  theory  goes, 
a  left-wing  government  might  na- 
tionalize these  banks  unless  a  broad- 
er deposit  base  is  developed. 


WASHINGTON 


$455,000  a  Pound.  It's  not  the 
Aga  Kahn  at  his  annual  weigh-in 
and  it  won't  be  on  sale  at  Nieman- 
Marcus  next  Christmas  time.  It's 
Plutonium  238 — not  to  be  mistaken 
for  the  more  mundane  Plutonium 
237  which  sells  for  about  $4,000  a 
|k>und  and  is  used  in  the  H-Bomb. 
The  Atomic  Energy  Commission, 
which  until  now  has  had  a  virtual 
monopoly  on  238,  has  recently 
offered  500  grams  or  about  1.1 
pounds  of  it  for  sale.  It's  unique  in 
that  it  creates  by  itself  enough  heat 
energy  to  power  a  small  satellite, 
and  as  described  by  Dr.  Charles  A. 
Rohrmann,  senior  research  asso- 
ciate of  Battelle-Northwest,  it's  one 
of  the  "nasty  noble  metals"  emit- 
ting deadly  Beta  rays.  Since  it  will 
keep  creating  heat  energy  for  about 
170  years,  it  might  be  useful  some- 
day for  commercial  products.  With 
the  A.E.C.'s  recent  move,  such  pri- 
vate companies  as  G.E.  now  have 
a  couple  of  grams  to  play  with.  ■ 


New  United  Report 
takes  a  look  at  the 

CONGLOMERATES 

"Big"  and  "Little" 

Buy?  Hold?  Sell? 


Bangor  Punta 
City  Investing 
Colt  Indust. 
Eagle  Richer 
Fuqua  Ind. 
Grace  (W.R.) 
Gulf  &  Western 
Hunt  Foods 
Indian  Head 
Kidde  (Walter) 


Kinney  Nat'l 
Lehigh  Valley 
LIng-Temco-Vought 
Litton  Ind. 
Natl  Ind. 
Ogden  Corp. 
Signal  Oil 
Studebaker-Worth. 
Susquehanna  Corp. 
U.S.  Indust. 


Whittaker  Corp. 

PLUS   A    FULL   4-WEEK   SUBSCRIPTION   TO    UNITED    REPORTS 

4-week  subscription  to  United  Reports 
alone  is  $6.  This  entire  package  only 

UNITED 

BUSINESS  AND  INVESTMENT 

SERVICE 

210  Newbury  St.,  Boston,  Mass.  02116 
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PUBLIC  SERVICE  ELECTRIC  AND  GAS  COMPANY 


QUARTERLY   DIVIDENDS 
The  Board  of  Directors  has  declared 
the  following  dividends  for  the  quar- 
ter ending  June  30,  1968: 

Class  of  Stock 

Dividend 
Per  Share 

Common 

$   .40 

$1.40  Dividend 
Preference  Common 

$   .35 

Cumulative  Preferred 

4.08%  Series 

$1.02 

4.18%  Series 

1.045 

4.30%  Series 

1.075 

5.05%  Series 

1.2625 

5.28%  Series 

1.32 

6.80%  Series 

1.70 

All  dividends  are  payable  on  or  be- 
fore June  29,  1968  to  stockholders 
of  record  May  31,  1968. 

MALCOLM  CARRINGTON,  JR. 
Secretary 


PUBLIC  SERVICE  ELECTRIC  AND  GAS  COMPANY 

SERVING  NEW  JERSEY/LAND  OF  AMAZING  ADVANTAGES 
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THE  BAWL  STREET  JOURNAL. 

Annual  Lampoon  of  the  Financial  Community 


,^.WabB 


"Green,  I've  decided  fo  retire  and  I'm  putting  yoo  in  complete 
charge  — until  I  find  a  competent  man  to  take  my  place." 


1968  Limited  Edition 


PUBLISHED  ONCE  A  YEAR 

Available  June  7th 


PRICE... $1  per  copy 

The  Bawl  Street  Journal,  a  spoof  on  Wall  Street  brokerage  firms,  financial  happenings, 
and  the  people  involved,  is  published  annually  by  The  Bond  Club  of  New  York  and  sold 
by  subscription  in  limited  edition.  To  order  copies,  please  use  the  coupon  below.  Price 
remains  one  dollar  per  copy.  Checks  should  be  made  payable  to  The  Bawl  Street 
Journal  Corp.  Please  print  legibly. 

~— "■^^^~-^-^^    — -^-—^^     —  ^— __^_^__  —  _^_«__^^^^^^^^^^^^ 
Mr;  Wm.  W.  Pevear,  Circulation  Manager 
P.  O.Box  1807,  Ctiurch  Street  Station 
New  York,  N.Y.  10008 

Please  send  me copies  of  the  1968  edition  of  The  Bawl  Street  Journal. 

Enclosed  is  my  check  payable  to  The  Bawl  Street  Journal  Corp.  @  $1  per  copy. 


(please  print) 


CITY- 


STATE - 


(Continued   from   page    12) 

Boon  to  Property  Values? 

Sir:  How  can  you  work  so  close  to 
Xhe  Scene  and  still  publish  such  drivel? 
I  refer  to  the  lead  item  in  your  "Trends 
&  Tangents"  section,  May  15.  This  piece 
blames  hippies  for  a  decline  of  Los 
Angeles  property  values.  If,  some  sunny 
lunch  hour,  you  will  stroll  a  few  blocks 
south  [of  Forbes'  lower-Fifth  Avenue 
offices]  you  will  find  as  many  hippies  per 
square  foot  as  there  are  anywhere,  and 
if  you  drop  into  a  neighborhood  real 
estate  office  and  inquire  about  the  attrac- 
tive town  houses,  you  will  hear  prices 
that  should  make  you  choke. 

— Joseph  T.  Rigo 
New  York,  N.Y. 

Sold  Too  Soon 

Sir:  I  only  would  like  to  set  the  rec- 
ord straight,  mind  you,  and  not  to  vent 
my  frustrations  for  selling  Loew's  stock 
back  in  1965;  Loew's  historical  low  was 
$10.50,  and  the  recent  price  of  $92  that 
you  mention  (Forbes,  May  15)  is,  in 
actuality,  a  pre-split  price  (2'/i-for-l 
earlier  this  year)  of  $230  a  share. 

— Irving  E.  Cohen 

Student, 

N.Y.U.  Graduate  School 

of  Business  Administration 

New  York,  N.Y. 

Only  a  Few  Billion? 

Sir:  The  solution  to  the  oil  imports 
problem  (  Forbes,  May  1)  is  to  set  up  a 
complex  system  of  allotments  whereby 
certain  domestic  producers  are  reim- 
bursed by  the  Federal  Government  when 
foreign  competition  drives  the  price  of 
oil  below  a  set  parity  price.  During 
periods  of  too  much  production  (too 
little  demand)  excess  oil  can  be  kept  in 
government-subsidized  storage  facilities 
until  it  can  be  sold.  Domestic  producers 
could  be  allowed  to  leave  their  produc- 
tion underground  in  an  "oil  bank"  and 
be  paid  by  the  Government  for  not 
producing.  This  should  be  handled  by 
the  Department  of  Agriculture,  and 
probably  wouldn't  cost  the  taxpayers 
more  than  a  few  billion  dollars  a  year. 
— Bruce  Pearson 
Geologist 
Houston,  Tex. 

"Outrageous" 

Sir:  Congratulations  and  three  cheers 
[on  the  disorders  at  Columbia  University] 
for  your  editorial  entitled  "Outrageous" 
in  the  May  15  issue  of  Forbes.  The  pity 
of  it  all  is  that  so  many  of  our  leaders 
in  government,  education  and,  in  some 
cases,  business  don't  have  the  courage  to 
put  your  philosophy  into  effect,  much 
less  agree  with  it. 

— Joseph  Hines 
President, 
Thompson  Industries  Co. 
Phoenix,  Ariz. 


Southern  California 
Edison  Company 

DIVIDENDS 


The  Board  of  Directors 
has  authorized  the  pay- 
ment of  the  following 
quarterly  dividends: 

ORIGINAL  PREFERRED  STOCK 

Dividend  No.  236 
35  cents  per  share; 

CUMULATIVE  PREFERRED  STOCK, 
4.32%  SERIES 
Dividend  No.  85 
27  cents  per  share. 

The  above  dividends  are 
payable  June  30,  1968  to 
shareholders  of  record  June 
5.  Checks  will  be  mailed 
from  the  Company's  office 
in  Los  Angeles,  June  28. 

PRENTIS  C.  HALE,  Treasurer 
May  16.  1968 


LI.DUPONTOENEM0URS&  COMPANY 


J 


Wilmington,  O*!..  May  20,  1968 
The  Board  of  Dire<tort  has  declared  this 
day  regular  quarterly  dividends  of  $1 .1  2V2 
a  shore  on  the  Preferred  Stock  —  S4.50 
Series  and  67V2<  a  shore  on  the  Preferred 
Stock  —  $3.50  Series,  both  payable  July 
2S,  1963,  to  stockholders  of  record  at  the 
close  of  business  on  July  10,  1968;  also 
$1 .25  o  share  on  the  Common  Stock  as  the 
second  quarterly  interim  dividend  for  1 968, 
payable  June  12,  1968,  to  stockholders 
of  record  ot  the  close  of  business  on  May 
28,  1968. 

H.  T.  Bush,  Jr.  Secretary 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schuiz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  York  Stock  Exchange 
120  Broadway,  N.  Y.  10005 
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THOUGHTS  . . .  BUSINESS  OF  LIFE 


Sleep,  riches,  health  and  so  every 
blessing  are  not  truly  and  fully  en- 
joyed till  after  they  have  been  in- 
terrupted.      — Jean   Paul   Richter. 


The  true  source  of  cheerfulness  is 
benevolence.  The  soul  that  perpetually 
overflows  with  kindness  and  sympathy 
will  always  be  cheerful. 

— Parke  Godwin. 


There's  nothing  like  fun,  is  there? 
We  need  all  the  counterweights  we  can 
muster  to  balance  the  sad  relations  of 
life.  — Thomas  Haliburton. 


Ambition  makes  the  same  mistake 
concerning  power,  that  avarice  makes 
as  to  wealth.  She  begins  by  accumulat- 
ing it  as  a  means  to  happiness,  and 
finishes  by  continuing  to  accumulate 
it  as  an  end.  — Caleb  Colton. 


He  is  richest  who  is  content  with  the 
least,  for  content  is  the  wealth  of 
nature.  — Socrates. 


Virtue  is  the  compensation  to  the 
poor  for  the  want  of  riches. 

— Horace  Walpole. 


Avarice,  or  the  desire  of  gain,  is  a 
universal  passion,  which  operates  at 
all  times,  at  all  places,  and  upon  all 
persons.  — David  Hume. 


The  use  of  money  is  all  the  ad- 
vantage there  is  in  having  it. 

— Benjamin   Franklin. 


B.  C.  FORBES 

The  man  who  creates  or 
builds  up  a  mighty  financial,  in- 
dustrial mining  or  commercial 
organization  usually  makes 
money,  often  a  great  deal  of  it. 
In  business,  profit  is  the  reward 
of  successful  achievement.  But 
the  man  who  sets  up  money- 
making  as  his  primary,  his  sole 
goal,  who  subverts  everything  to 
that  end,  seldom  fulfills  his  nar- 
row, Midas-like  ambition. 


The  populace  may  hiss  me,  but 
when  I  go  home  and  think  of  my 
money  I  applaud  myself.    — Horace. 


Riches,    though    they    may    reward 
virtue,  cannot  cause  it. 

— Owen    Feltham 


I  haven't  any  time  to  make  money, 
and  I  don't  want  any  anyhow.  Money 
is  more  trouble  than  it's  worth. 

— Horace  Greeley. 


Though  the  generous  man  care  the 
least  for  wealth,  yet  he  will  be  the 
most  galled  with  the  want  of  it. 

— Thomas  Fuller. 


It  is  not  a  sin  to  have  riches,  but 

it  is  a  sin  to  fix  our  hearts  upon  them. 

—St.  John  Baptist  de  la  Salle. 


No  man  is  any  the  wor«e  off  because 
another  acquires  wealth  by  trade,  or 
by  the  exercise  of  a  profession;  on  the 
contrary,  he  cannot  have  acquired  his 
wealth  except  by  benefitting  others  to 
the  full  extent  of  what  they  considered 
to  be  its  value. 

— Thomas  Huxley. 


To  admit  poverty  is  no  disgrace  to 
a  man,  but  to  make  no  eff'ort  to  es- 
cape it  is  indeed  disgraceful. 


— Thucycides. 


The  only  kind  of  labor  which  gives 
the  workingman  a  title  to  all  its  fruits 
is  that  which  he  does  as  his  own  mas- 
ter. — Pope    Pius   XI 


The  most  brilliant  fortunes  are  often 
not  worth  the  littleness  required  to 
gain  them.       — La  Rochefoucauld. 


Money  and  time  are  the  heaviest 

burdens  of  life,  and  the  unhappiest  of 

all  mortals  are  those  who  have  more 

of  either  than  they  know  how  to  use. 

— Samuel  Johnson. 


The  character  which   results  from 
wealth  is  that  of  a  prosperous  fool. 

— Aristotle. 


Money  is  an  important  success  sym- 
bol in  our  culture.  Successful  people 
surround  themselves  with  success 
symbols — positive,  pragmatic  and  sup- 
portive examples  of  solid  accomplish- 
ments. — Whitt  N.  Schultz. 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are  now 
available  in  a  574-page  book  at  $5.95. 
Send  check  and  order  to:  Forbes  Inc., 
60  Fifth  Avenue,  New  York,  N.Y. 
100 11.  (Sales  ta.x:  New  York  City, 
add  5%.  Other  parts  of  New  York 
Stale,  add  2%    to  5%    as  required.) 


A  Text .  .  . 


Sent  in  by  Mrs.  Gus  Onken,  Sile- 
sia, Mont.  What's  your  favorite 
text?  The  Forbes  Scraphook  of 
Thoughts  on  the  Business  of  Life 
IS  presented  to  senders  of  texts 
used. 


For  the  poor  shall  never  cease  out  of 
the  land:  therefore  I  command  thee, 
saying,  Thou  shalt  open  thine  hand 
wide  unto  thy  brother,  to  the  poor, 
and  to  thy  needy  in  thy  land. 

— Deuteronomy  15:11 
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Around  today's  world,  UOP  does  the  job  . 


With  1,635  UOP-licensed  refining  units  at  work 
in  73  countries,  this  company  is  truly  inter- 
national. But  that's  not  all— by  any  means.  UOP 
fragrance  compounds,  chemicals,  catalysts,  and 
systems  for  air  correction  and  water  management 
are  manufactured  in  many  parts  of  the  world. 
Transportation  equipment  and  plastic  laminates 
from  UOP  also  find  ready  international  markets. 


There's  more.  In  the  construction  of  refineries, 
chemical  and  petrochemical  plants,  Procon,  the 
UOP  construction  subsidiary,  is  active  on  six 
continents.  We  could  go  on.  UOP  technical  com- 
petence is  hard  at  work  on  a  global  basis. 

For  information  describing  UOP  activities,  write 
Universal  Oil  Products  Company,  30  Algonquin 
Road,  Des  Plaines,  Illinois  60016,  U.S.A. 
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(Businessmen  are  traveling  more  and  more  by  Long  Distance.) 

Take  salesmen.  They  can  cover  a  broader  market 
by  Long  Distance.  Handle  re-orders.  Service  small  ac- 
counts. And  conserve  more  time  for  business  which 
actually  requires  their  presence.   More  and  more, 
businessmen  are  using  the  phone  for  all  it's  w^orth.  A 
phone  is  just  a  phone  until  you  learn  how  to  use  it. 


AT&T 


We  can't  control 
everything. 


Sure,  we  know  what  the 
weather  man  said.  And  in  spite  of 
anemometers,  barometers,  satelhtes 
in  the  sky  and  red-skies-at-night, 
Chicken  Little  was  right.  The  sky 
is  falhng.  Mostly  on  you. 

Abex  can't  control  the  weath- 
er, but  we  do  have  a  lot  of  other 
things  under  control. 

Such  as  the  control  of  fluid 
power  for  lifting,  leveling  and  lug- 
ging things. 

The  control  of  friction  for 
clutches,  brakes  and  transmissions. 

The  control  of  wear  for  dredg- 
ing harbors,  digging  gold  and  mak- 
ing tires. 

We  have  a  book  that  tells  you 
all  about  it.  it's  our  1967  Annual 
Report.  Its  yours  free.  Just  write: 
Abex  Corporation,  530  Fifth  Ave., 
New  York  10036.         A 

(The  Controls  Company) 
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the  growing  world  of 

Colt  Industries 


Pumping  and 
driving  fluids 

To  move  into  the  broader 
market  for  fluid  and  gas 
handling  equipment,  our 
Fairbanks  Morse  Pump  & 
Electric  Division  has  ex- 
panded Its  activities.  New 
lead  products  include 
higher  capacity  self-prinn- 
ing.  non-clog,  pumps  for 
processors,  the  chemical 
industry  and  waste  treat- 
ment facilities;  more  effi- 
cient end  suction  and  split 
case  pumps  for  manufac- 
turing and  government. 
And  the  division  is  now 
building  such  support 
items  as  motors,  genera- 
tors and  water  purification 
units.  Due  soon— a  new 
solid-state,  variable  speed 
drive  system  to  maintain 
constant  pressures  in 
high-rise  buildings. 


Advancing  weaponry 

The  famous  Ml  6  fully  automatic  rifle  develop 
by  our  Colt's  Firearms  Division  speaks  with 
fire  power  of  a  machine  gun.  Now  classified 
a  standard  weapon  for  our  armed  forces, 
is  being  supplied  by  our  Government  to  all 
naticns  in  increasing  numbers. 


Generating  power  on  land  and  sea 

Municipalities  and  industries  are  growing  so  fast  these  days,  they  need  a  new  way  to  put 
major  power  generators  on  the  line  quicker  and  cheaper  than  traditional  steam  plants.  Enter 
our  Fairbanks  Morse  Power  Systems  Division  with  a  revolutionary  new  diesel,  the  38A20. 
Rated  at  1000  h.p.  per  cylinder,  this  bantam-size  powerhouse  could  well  be  the  answer  to  a 
mayor's  prayers.  The  38A20's  compactness  is  also  bringing  about  an  historic  change  in  marine 
propulsion.  In  studies  made  by  the  U.S.  Maritime  Administration,  the  38A20  outperformed 
steam  and  gas  turbines.  As  a  result,  it  is  the  first  American  diesel  picked  to  power  five  of  the 
newest  cargo  vessels  in  the  U.S.  Maritime  fleet.  Some  little  giant! 


Controlling  jet  fuel  systems 

More  than  half  of  American  commercial  jet  planes  use  fuel 
pumps  engineered  by  our  Chandler  Evans  Control  Systems 
Division.  This  division  is  also  a  top  supplier  of  fuel  systems 
for  military  helicopters.  And  its  deep  in  development  of 
components  for  tomorrow's  aircraft  and  missiles. 
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pecially  our  Elox  Division 
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jr  Elox  Division  makes  the 
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High  pressuring  air 

Our  Quincy  Compressor  Division  is  famous  for  unit- 
type  air  compressors  that  actuate  spray  guns,  engine 
starters,  dentists'  drills  as  well  as  maintain  pressure 
for  telephone  cable  lines  and  pneumatic  temperature 
controls  And  Quincy  Compressor  is  moving  up  to 
larger  models  for  industry  and  portables  for 
construction. 


Cutting  and 
gaging  metals 

The  increasing  use  of 
exotic  and  super-hard 
metals  by  industry  is 
causing  a  revolution  on 
the  production  front.  To- 
day's highly  sophisticated 
machines  demand  more 
durable,  more  precise 
drills  and  gages.  Our 
Pratt  &  Whitney  Cutting 
Tool  &  Gage  Division  has 
doubled  its  capacity  to 
meet  the  need. 


Iireting  cars 


■ernational  racing  cars,  fine  auto- 
heavy-duty  trucks  are  powered  to 
ance  by  the  products  of  our  Holley 
)ivision.  Its  4-barrel  model  4160 
set  records  for  speed,  endurance 
,  from  Le  Mans  to  Oaytona. 


Automating  machine  tools 

We're  where  the  action  is  in  automation.  About  90%  of  the 
machine  tools  being  shipped  by  our  Pratt  &  Whitney  Machine 
Tool  Division  now  are  numerically  controlled— a  record  for 
the  entire  machine  tool  industry. 


Exploring  new 
dimensions 
in  weight 

Today's  need  for  fast 
accurate  weighing  of 
such  diverse  things  as 
in-motion  railroad  cars, 
hot  steel  mixes,  grains, 
paints  and  chemicals 
are  being  met  by  our 
Fairbanks  Morse  Weigh- 
ing Systems  Division  in 
its  new  plant,  the  most 
modern  in  the  industry. 
Its  electronic  piece  count 
system  is  now  in  opera- 
tion at  leading  automo- 
bile assembly  plants,  and 
its  m-motion  random 
package  weigher  is  being 
tested  by  airlines. 


:A/ing  in  know-how  and  know-what 

iystenn -service  industry  govemnnent  and  defense. 

'S  Colt  Industries 


i/ 


Headquarters 

1290  Avenue  of  the  Americas,  New  York.  New  York  10019 

OPERATING  DIVISIONS:  Chandler  Evans  Control 
Systems  /  Colt's  Firearms  /  Elox  /  Fairbanks  Morse 
Power  Systems  /  Fairbanks  Morse  Pump  &  Electric  / 
Fairbanks  Morse  Weighing  Systems  /  Holley 
Carburetor /Pratt  &  Whitney  Cutting  Tool  &  Gage  / 
Pratt  Ri  Whitnpi/  Marhinp  TnnI  /  Diiinrv  Cnmnressnr 


Get  up  to  double  the  mileage 
Get  the  Goodyear  Polyglas  tire 


7  1 .  Squirm  eats  up  tire  tread.  ^ 

You  can't  see  it,  but  an  automobile  tire 
squirms  like  a  worm.  The  tread  constantly 
wriggles  back  and  forth ...  so  before  you  know 
it,  it's  worn  away. 


2.  New  Polyglas  tire  fights  squirm. 

The  Polyglas  tire  has  a  polyester  cord  body 
plus  a  fiberglass  cord  belt.  Together  they 
hold  the  wide  tread  firm  on  the  road.  It 
squirms  less  ...  so  it  wears  less. 


3.  After  20,027  miles— see  the  difference. 

Both  these  tires  went  20,027  miles  under  identical  conditions.  This 
Polyglas  tire  still  has  plenty  of  tread  left,  while  the  other  tire's  almost 
bald.  The  Custom  Wide  Tread  Polyglas  tire  gives  you  up  to  double 
the  mileage  of  our  best-selling  tires.  And  nobody  else  has  the  Polyglas 
tire.  Get  it  now — Goodyear's  new  Custom  Wide  Tread.  At  slightly 
higher  cost — but  what  a  bargain  for  the  extra  miles  you  get. 
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Side  Lines 


James  Robison 
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Bright,  Brash,  Brassy — and  Correct? 

M.\NY  middle-aged  readers,  like  some  of  our  older  staff 
members  (older  than  30,  that  is),  may  choke  on  the 
interviews  in  this  issue  with  graduating  Baker  Scholars 
from  the  Harvard  Business  School  ("As  We  See  It," 
p.  43).  The  HBS  boys  are  brash,  they're  brassy  and 
they  haven't  much  patience  with  the  way  "older" 
management  is  running  U.S.  business.  Talk  about  hun- 
gry generations  treading  people  down! 

To  get  some  perspective  on  the  interview  material, 
therefore,  we  sent  a  set  of  galley  proofs  to  a  star  member 
of  the  older-than-35  management  generation.  James  E. 
Robison,  founder  and  board  chairman  of  Indian  Head, 
Inc.,  was  himself  a  Baker  Scholar  at  HBS  (1940)  and 
is  president  of  the  school's  Visiting  Committee.  After 
reading  the  material  was  Robison  irked  by  the  cast-iron 
self-confidence  of  these  young  men?  Surprisingly,  he  was 
not. 

Said  he:  "These  kids  are  reacting  against  the  old-fashioned,  climb-to-the- 
top  system,  and  there  is  a  lot  of  merit  to  their  reaction.  The  world  and  busi- 
ness have  become  so  complicated  that  there  just  isn't  time  to  wait  for  these 
guys  to  climb  the  ladder  and  get  all  pooped  out  in  the  process. 

"The  simple  fact  is  that  these  guys  are  so  much  better  equipped  to  cope 
with  management  problems  with  their  new  techniques  that  they've  got  to 
be  put  in  positions  of  responsibility  as  .soon  as  possible. 

"We  need  them  more  than  they  need  us.  We  know  it  and  they  know  it. 
They're  an  elite.  They're  so  smart,  they  scare  you.  They're  highly  motivated 
and  they  have  misgivings  about  the  way  the  world  has  been  run.  More 
power  to  them.  My  prediction  is  that  in  a  relatively  short  time,  they're  going 
to  be  running  things,  and  running  things  better." 

Indian  Head  does  not  recruit  at  the  Harvard  Business  School,  although  it 
hires  many  HBS  graduates  a  few  years  out.  The  reason  is  that  Robison 
doesn't  feel  his  firm  can  compete  with  such  firms  as  McKinsey  &  Co.  "But 
we  use  McKinsey,  and  we  use  the  law  firm  of  Cravath,  Swaine  &  Moore, 
who  just  raised  their  beginner's  salaries  to  $15,000,  and  I  shudder  to  think 
of  the  bills  we're  going  to  get  from  both  firms." 

Teachers  Needed.  One  of  the  young  men  told  Forbes  he  didn't  have  the 
patience  to  teach  new  methods  to  old  people.  "I've  got  news  for  him,"  Rob- 
ison says.  "Whether  he  likes  it  or  not,  he's  going  to  have  to  teach  other  peo- 
ple. There  simply  aren't  enough  people  in  business  who  know  the  techniques 
he  now  knows,  and  part  of  his  value  to  the  system,  to  society,  is  that  he  will 
be  able  to  teach  them."  Robison  also  points  out  that  if  one  of  the  graduates 
realizes  his  ambition  of  doubling  his  $15,000  salary  every  five  years,  he  will 
be  making  $480,000  at  Robison's  age  (52).  "That  sounds  like  the  same  kind 
of  progression  you  hear  from  the  bright  kids  in  Wall  Street  selling  stock.  But 
who  knows,  maybe  he  will  make  it." 

Almost  unanimously,  the  young  business  graduates  reject  the  idea  of 
permanent  loyalty  to  any  one  company.  "It's  not  the  business  school," 
Robison  says.  "It's  just  the  natural  restlessness  of  youth.  I  think  it's  quite 
healthy  for  them  not  to  make  long  commitments.  Here  at  Indian  Head.  I 
tell  people  that  we're  all  making  a  lot  of  money,  but  at  the  end  of  every 
day,  we're  even.  If  you  can  do  better  elsewhere,  more  power  to  you.  On  the 
other  side,  the  company  is  not  obligated  to  keep  anybody  on  the  payroll." 

We  asked  Robison  if  he  had  any  other  thoughts  on  today's  Baker  Scholars. 
"Yes,"  he  said,  defending  in  a  way  his  own  generation,  "They  showed  excel- 
lent judgment  in  being  born  around  1942.  That  was  at  the  end  of  the  low 
birth  rates  of  the  Depression  and  a  few  years  before  the  war  babies.  That  was 
real  good  thinking."  ■ 


Night  life.  Lynda  Gloria  at  Le  Chateau  Champlain,  Montreal. 

Convention, 
anybody? 

A  convention  isn't  all  spangles  and  seltzer, 
you  know.  The  body  corporate  needs  space 
for  grouping  in  a  body.  And  more  space  for 
getting  away  from  bodies.  And  all  kinds  of 
audio-visual  paraphernalia  to  help  you  take 
the  big  view  of  things. 

Maybe  that's  why  more  conventio.is  con- 
vene at  Canadian  Pacific  hotels  (all  11  of 
them,  coast  to  coast)  than  at  any  other 
hotels  in  Canada.  Of  course,  it  may  not  be 
just  that  we  have  more  of  the  conventional 
trappings  to  give  you.  It  just  may  be  the 
unconventional  way  we  go  about  it. 

Convention,  anybody?  Contact  Bill  Gray, 
National  Sales  Manager,  Royal  York  Hotel, 
Toronto,  Ontario. 

CutadLon  Gaa^  hotels 


Trends 

&  Tangents 
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BUSINESS 


Nothing  but  the  Best.  Sometimes 
an  expensive  product  is  cheap  in 
relation  to  what  it's  used  for.  Take 
Standard  Pressed  Steel's  nuts  and 
bolts.  The  company  a  few  years  ago 
was  making  little  money  on  these 
commodity-like  fasteners.  But  SPS 
came  out  with  a  line  of  fasteners 
that  is  very  high  quality  and  costs 
eight  to  ten  times  as  much  as  ordi- 
nary nuts  and  bolts.  The  line  found 
a  big  market  in  such  industries  as 
autos,  aircraft  and  space,  where 
such  fasteners  were  cheap  com- 
pared to  the  machines  they  held 
together.  "No  machine  is  better 
than  the  joints  in  it,"  says  SPS 
President  H.  Thomas  Hallowell 
Jr.  "As  the  stakes  in  money  and 
human  life  rise  with  bigger  and 
faster  cars,  planes  and  spacecraft, 
the  more  their  manufacturers  need 
our  high-precision  products."  In  the 
past  live  years  SPS  sales  have  risen 
50%,  largely  from  the  new  fas- 
teners. More  important,  return  on 
equity,  also  helped  by  a  manage- 
ment reorganization,  jumped  from 
only  1.6%  to  14%. 

Keep  Trying.  When  you're  small 
yourself,  you  can't  always  get  the 
biggest  companies  in  related  fields 
to  cooperate.  For  example,  Braniff 
Airways  was  alarmed  by  the  con- 
stricting effect  on  tourism  caused  by 
a  shortage  of  first-class  hotel  space 
in  South  America,  where  it  serves 
12  cities.  It  was  unable  to  interest 
any  of  the  giant  chains,  which  are 
prospering  elsewhere,  in  building 
hotels  there.  So  last  summer  Braniff 
approached  fast-growing  Western 
International  Hotels  Co.,  of  Seat- 
tle, which  operates  64  hotels  in  nine 
countries,  including  Venezuela  and 
Ecuador.  Western  was  willing  to 
cooperate,  and  so,  with  two  private 
foreign  investment  firms  as  minority 
partners,  Braniff  and  Western  last 
month  created  Hasa — Hotel  Asso- 
ciates, S.A.  Hasa  plans  building 
over  the  next  ten  years  25  or  30 
hotels,  all  managed  by  Western  and 
located  in   Braniff  gateway  cities. 

Third  Thought.  "In  situations 
like    this,    bygones    are    bygones." 


That's  what  Bunker  Hill  President 
Charles  E.  Schwab,  52,  told  Forbes 
in  March  about  Gulf  Resources' 
successful  tender  offer  for  his  com- 
pany after  first  fighting  the  offer. 
But  after  the  takeover,  he  changed 
fiis  mind  about  bygones,  and  an- 
nounced his  resignation  to  surprised 
shareholders  at  the  annual  meet- 
ing last  month.  "I  will  assist  in  an 
orderly  management  transition," 
Schwab  says,  "but  I'm  just  unwill- 
ing to  work  for  a  company  like 
this.  I'm  just  not  one  of  these  peo- 
ple who  can  tolerate  these  blind 
tender  offers." 


OVERSEAS 


Better  Beans.  Soybeans  are  not 
quite  what  you'd  expect  to  be  a 
cold  war  weapon,  but  bean  by  bean 
they're  doing  their  share.  The  Japa- 
nese have  been  buying  soybeans 
from  Red  China  to  make  food 
products  for  humans,  but  within  the 
last  year  or  so  Japan  has  started 
buying  from  farmers  in  Illinois  and 
North  Carolina.  The  U.S.  soybean 
is  higher  in  quality  for  human  food, 
grows  in  a  shorter  season  and  has 
good  milling  qualities  ■ 
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CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


Name 


Address 


City 


State 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 
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ie  Case  for  Stability 

Sir:  The  author  of  the  article  on  the 
;xas    Railroad    Commission    (  Forbes, 
'ay    I )    could    use   some    basic   factual 
formation.    For    example,    he    ignores 
at    the    periods    of    "crashing    prices," 
hich     pre-dated     present     state-admin- 
ered    conservation,    always    were    fol- 
wed  by  periods  of  relative  oil  famine, 
is  true  that  regulations  which  prevent 
lysical  waste  of  oil  also  have  a  stabiliz- 
g   effect    on    prices.    But    are    "stable" 
ices  necessarily  high  prices?  Experience 
the  petroleum  industry  certainly  does 
It    confirm    that    they    are.     Crude-oil 
ices,  expressed  in  constant  1964  dollars, 
ive  been  more  stable  and  have  averaged 
|.91  per  barrel  since  the  first  conserva- 
>n  programs  were   begun   in   the   mid- 
I30s.   By  contrast,   under  the  markedly 
Istable  "feast  and  famine"  days  which 
laracterized    the   45-year   period    begin- 
ig   in    1890.  oil    prices   gyrated   wildly 
ic  highs  exceeding  $5  per  barrel)  but 
eraged  $3.12  a  barrel  or  23  cents  more 
an   the    average   price   under   state-ad- 
mistered  conservation. 
The  article  also  erroneously  infers  that 
isteful  drilling  practices  are  encouraged 
our  conservation  laws.  Most  of  such 
lling   (for  example,   in   East  Texas  in 
30-31)    resulted   more   from   ignorance 
an  from  design.  Through  a  process  of 
ucation  in  the  industry,  and  under  en- 
htened    rules   of   state    regulatory    au- 
arities,  such  economic  waste  is  becom- 
l  a  thing  of  the  past. 
In  studying  the  oil-import  program,  it 
ghl  he  worth  keeping  in  mind  that  we 
rrently  import  about  12%  of  our  crude- 
demands.  When  World  War  II  started, 
imported  3'/2%  and  gasoline  ration- 
;  Was  immediately  imposed.  Those  who 
little  the  security  purposes  of  this  pro- 
>m  should   recognize   that  without   im- 
rt   controls   the   domestic   oil    industry 
uld     be    effectively    displaced     within 
mths.    Our   dependence    upon    Middle 
St  oil  would  then  be  assured. 
I  feel  you  should  take  another  look  at 
:  domestic  oil  industry  and  the  Texas 
ilroad  Commission.  Jim  Langdon  is  a 
>st  devoted,   intelligent    public   servant 
i  does  not  cater  to  the  political  whims 
any  segment  of  our  industry. 

— Robert  E.  Mead 
President 
MacDonald  Oil  Corp. 
lUas,  Tex. 

'  Defense  of  the  Cow 

Sir    Your  article,  "Is  the  Cow  Going 

\\ay  of  the  Horse,"  is  full  of  gross 

leralizations  (Forbes,  May  15,  p.  34). 

u  aver  that  the  cow  is  a  highly  in- 

icient  machine  for  producing  fats  and 

ids.    Were   this  so,  filled   milk  manu- 

tiirers  would  long  since  have  gone  to 

;mical  substitutes  for  real  milk  solids. 

>u  aver  that  dairy  industry  people  think 

■  cow  is  on  the  way  out;  we  are  a  part 

that  industry,  and  we  don't  think  so. 

(Continued  on  page  74) 


TO  RIVER 
POUUTION 

...  a  Marley  water  cooling  tower. 

Heat  in  a  stream  is  the  first  link  in  an  insidious  chain 
reaction.  First,  heat  drives  oxygen  from  the  water.  This 
prevents  micro-organisms  from  breaking  down  organic 
wastes  and  converting  them  into  harmless  compounds 
like  water  and  carbon  dioxide.  So  aquatic  life  dies. 
Which  means  more  organic  waste.  And  even  iess  oxygen 
than  before.  Then  the  pollution  cycle  starts  over,  this 
time  on  a  bigger  scale. 

Fhit  Marley  water  cooling  towers  stop  this  kind  of 
pollution    cold. 

When  Marley  cooling  towers  are  installed  in  industrial 
cooling  water  systems,  the  need  to  discharge  large 
volumes  of  hot  water  into  rivers  is  completely  eliminated; 
streams  stay  cool  and  maintain  their  natural  ability  to 
purify  themselves. 

Marley  is  helping  many  industries  take  the  heat  off  their 
water  pollution  problems.  May  we  help  you?  The  Marley 
Company,  222  W.  Gregory  Blvd.,  Kansas  City,  Mo.  64114. 

marley] 

World  leader  in  water  cooling   towers 


PACESETTERS 


A(dults  employe(d  as  Professional  or  Managerial 

Forbes  55.8% 

Fortune  47.6% 

Business  Week  40.4% 

Forbes  has  the  highest  concentration  of  Pro- 
fessional or  Managerials  founid  in  the  1968 
Simmons  Study  of  the  aucjiences  of  57  publi- 
cations. 
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Powder 

to  start  a  food 

explosion 


Our  business  is  food.  Through  food 
technology,  we've  been  able  to  help 
make  better  food  more  abundant  at 
lower  cost.  For  instance,  our  powdered 
food  ingredients  not  only  improve  the 
nutritional  value  and  appetite  appeal 


of  a  store  full  of  products,  but  also 

step  up  their  production. 

Our  animal  feeds  do  the  same  thing 

for  milk  and  egg  production.  And  for 

meat  production. 

The  next  time  you  sit  down  to  the 


dinner  table,  think  of  us.  Almost 
everything  we  do  contributes  to  an 
explosion  of  more  and  better  food. 
And  that's  a  big  part  of  the  answer  to 
the  population  explosion. 


That's  why  we're  called  The  Foodpower  People 


4^  Central  Soy 

^^  The  FOODPOWER*People\ 

^^^^  Fort  Wayne.  Indiana 


«i 


A  UNIQUE  GROWTH  OPGANIZATION  SERVING  AGRICULTt 

AND  INDUSTRY  THROUGH  SOYBEAN  PROCESSING, 

FEED  MANUFACTURING.  POULTRY  MARKETING. 

GRAIN  MERCHANDISING  AND  SOYBEAN  CHEMURGY.         H^j 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


GERMANY  BETTER;   SCANDINAVIA  -? 


A  few  days  ago  I  spent  a  few  days  with  business  wheels 
Germany  and  in  Scandinavia.  They  have  quite  different 
•oblems.  The  recession  in  Germany  is  ended,  boom  re- 
imes.  For  the  Nordic  nations,  on  the  other  hand,  rejection 
/  the  European  Common  Market  has  complicated  life 
>nsiderably.  An  effort  to  create  their  own  common  market 
/  Sweden.  Denmark,  Norway,  Finland  and  Iceland  is 
ider  way.  Together,   these  countries  would  have   major 


itance  as  a  market,  but  their  economies  so  differ  that 
-  communality  is  easier  talked  about  than  implemented. 
iierica's  dollar  difficulties  add  to  their  problems.  At  the 
)ment  Scandinavia  must  mark  time,  unable  to  move 
rvvard. 

Germany  has  been  suffering  from  a  most  unusual  dis- 
^e;  a  huge  trade  surplus  ($4.2  billion  last  year,  greater 


than  our  own)  and  dwindling  domestic  markets.  Home- 
front  consumption  is  once  again  moving  up  strongly,  and 
this  will  mean  a  measurable  diversion  from  exports.  Ger- 
man industry  has  been  making  an  intensive  effort  to  moder- 
nize, to  replace  manpower  with  automated  machinery 
wherever  possible.  Much  of  this  knowhow  and  hardware  is 
being  bought  from  the  U.S. 

Germany  is  quietly  pleased  that  Americans  are  at  least 
talking  about  peace  with  the  North  Vietnamese.  The 
German  government  still  has  an  abiding  fear  that  the 
withdrawal  of  American  troops  from  Europe  would  invite 
renewed  Russian  pressure  on  Berlin  and  elsewhere.  They 
see  this  less  likely  if  peace  in  Vietnam  takes  the  heat  off 
Washington. 

The  de  Gaullean  debacle,  at  its  peak  in  the  course  of 
my  visit,  convinced  responsible  Germans  in  both  business 
and  government  that,  come  what  may,  they  must  continue 
to  give  first  priority  to  close  relations  with  the  U.S. 

The  West  German  economic  position  is  most  strong. 
Businessmen  seem  to  have  no  fear  that  their  workers,  whose 
wage  increases  have  been  far  less  than  those  of  neigh- 
boring countries,  will  erupt  in  strikes  and  plant  occupations 
as  in  France.  The  recession  of  recent  months  has  further 
dampened  any  agitation  ardor  that  may  have  existed  among 
some  workers. 

To  sum  up:  For  Sweden  and  Denmark  and  Norway 
there  are  more  problems  today  than  there  were  yesterday. 
They  may  have  pigmentation  in  common,  but  their  econ- 
omies have  quite  different  genes.  Germany's  lag  is  over. 
Its  importance  to  and  determined  friendship  for  the  United 
States  continues  more  strongly  than  ever. 


KNOCK  KNOCK 


With  all  the  drama  of  a  Perils  of  Pauline  serial,  at  the 
last  midnight  minute.  Chief  Justice  Earl  Warren  poked  a 
potent  Supreme  Court  spoke  into  the  nearly  merged  wheels 
of  the  Northern  Pacific,  Great  Northern  and  Chicago  Bur- 
lington &  Quincy  railroads. 

For  12  years  their  managements  have  struggled  to  con- 
summate this  sense-making  marriage.  Laboriously  through 
the  years  they  have  chugged  through  one  obstacle  after 
another:  stockholders'  suits;  Justice  Department  objections 
and  suits;  ICC  hearings;  management  changes;  stockholder 
votes,  et  cetera  ad  infinitum. 

Just  the  very  day  before  the  knot  was  supposed  to  be 
tied,  the  objecting  Justice  Department  was  jilted  in  three 
difi'erent  courts.  But  at  midnight,  cloaked,  and  with  fists 
full  of  paper,  the  Feds  came  pounding  on  Earl  Warren's 
Washington  apartment  door  and  pleaded  successfully  to  the 
sleepy-eyed  Chief  Justice  for  the  last-minute  stop. 

1  really  don't  know  if  they  were  cloaked.  I  really  don't 


know  if  they  pounded,  knocked  or  just  pushed  the  buzzer. 
And  I  really  don't  know  if  Mr.  Warren  was  sleepy-eyed. 
Indisputably,  though,  they  stayed  long  enough  to  persuade 
him  to  say  "Stay." 

For  more  than  one  decade  it  has  been  painfully,  expen- 
sively apparent  that  multiple  money-losing  railroads  must 
merge  if  they  are  to  survive  without  becoming  public 
charges.  Rails  fill  such  a  need  they  cannot  be  left  to  die; 
and  in  this  era  of  soaring  costs  and  ever-greater  competi- 
tion from  airway,  highway  and  seaway,  too  many  cannot 
live  profitably  alone. 

In  their  union  will  be  strength. 

In  this  particular  case,  the  northern  roads  estimate  an 
eventual  savings  from  consolidated  operation  of  about  $40 
million  a  year. 

The  Burlington  Northern  ought  eventually  to  be  born. 

Sooner  is  better  than  later. 

It's  quite  late  enough  now. 


i 


DON'T  GO  HUNGRY 


The  other  day  I  learned  something  that  I  guess  house- 
wives learn  early  in  life.  It  was  a  wallet-walloping  ex- 
perience. 

Don't  go  supermarket  shopping  when  hungry. 

Recently  a  fabulous  new  A&P  opened  up  near  home  and 
I  went  down  around  noon  Saturday  to  pick  up  two  wee 
needed  items. 

But  a  funny  thing  happened  on  the  way  to  where  they 
lay.  In  passing  the  cold  fresh-vegetable  counters  I  couldn't 
resist  the  crisp-looking  chicory  and,  next  to  it,  some  beauti- 
ful endive,  and  what  looked  like  just-husked  corn  on  the 
cob.  Not  far  off  were  some  irresistible  string  bags  of  Little 
Neck  clams  and  mouth-watering  wheels  and  wedges  of 
fabulous  cheeses.  Another  refrigerated  counter  was  loaded 
with  assorted  flavors  of  assorted  ice  creams  and  Good 
Humors.  Nearby  were  cans  and  jars  of  fudge  sauces, 
marshmallow  riuff.  and  see-through  bags  of  chocolate 
sprinkles.  Plus  numerous  cakes  and  cookies  of  every 
variety.  Then  three  different  kinds  of  breakfast  biscuits, 
and  the  pictures  on  the  tubes  looked  the  way  breakfast 
biscuits  should  look. 

It  took  the  checkout  man  almost  ten  minutes  to  tote  my 
take  and  take  my  stake. 

The  $2  mission  turned  snio  ..  $49.12  extravaganza. 

My  bursitis  was  in  full  htoor ;  bv  the  time  I  hefted  the 
bags  into  the  kitchen,  an.:  J-shaking  disbelief  on 


my  wife's  face  as  she  emptied  them  finished  off  whatever 
ardor  and  appetite  I  had  left. 

We  broke  two  knives,  a  fingernail  and  two  tempers  try- 
ing with  absolutely  no  success  to  open  the  clams;  the  corn 
was  flavorless  and  tough;  the  jars  of  ice  cream  sauces  grow 
dusty  on  the  shelf  for  Storing  Things  Unused.  Most  of  the 

cheeses  shrink  and  shriek  in  the  refrigerator. 

^       H(       *       ^ 

The  moral:  Never,  men,  never  go  hungry  to  market. 


SNORING 

Anybody  know  a  cure? 


—Malcolm  S.  Forbes 

Editor-in-Chiel 


Forecast  1972: 
Transportation  to  use 
a  billion  square  feet 
of  plywood. 


4nd  Georgia-Pacific  will  be  ready! 


riu-  transportation  industry  lias 
discoverfti  a  wonderful  product 
to  lit'lp  them  speed  sluppinj^: 
pi)  wood.  W  Iiy  plywood? 
It  resists  dents  and  punctures. 
It  doesn't  rust.  It's  easily  repaired. 
Brace  free  construction  adds  space, 
cuts  weight.  The  American  Ply  wood 
Association  expects  transportation 
uses  such  as  portal-to-portal 
plywood  sliipping  containers,  truck 
and  car  liners  w  ill  consume 
a  hillion  square  feet  of  plywood 
annually  hy  1972.  That  s  more 
plywood  than  the  entire  industry 
produced  in  1939! 

Georgia-Pacific  doesn't 
manufacture  shipping  containers. 
We  manufacture  plywood. 
More  of  it  than  anybody  else 


in  tile  world.  Plywood  and  veneer 

from  our  plants  in  8  states 

and  2  ov  erseas  countries 

plays  a  big  role  in  transportation 

and  shipping.  In  fact, 

some  of  the  very  first  plywood 

shipping  containers  were  made  of 

G-P  plywood.  And  we're  exploring 


many  other  transportation 
applications  for  plywood. 

It's  only  natural  that  G-P 
would  play  an  important  role 
in  .supplying  plywood  for  the 
transportation  of  goods. 
It's  a  growth  market. 
We're  the  growth  company. 


TOTAL  ASSETS 


SALES  GROWTH         NET  INCOME 


PLYWOOD  DEMAND 
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JS  economics  CORPOflAIiON 


Fof  further  information  write:  GeorgioPocif  tc  Corporotion.  421  S  W,  Sixth  Ave..  Portlond,  Oregon  97204 

.^^k.  GEORGIA-PACIFIC/THE  growth  company 

Plywood/  Paper/  Pulp /Chemicals/  Wood  Products/ Gypsum  /  Natural  Gas/  Metallurgical  Coal 
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When  you  go  fishing  on  Wail  Street... 


get  a 

professional 

guide. 


Time  and  again,  the  average  individual 
investor  discusses  the  stock  market  in 
terms  of  "the  big  one  that  got  away." 
For  those  who  want  something  more 
tangible  to  show  for  their  trips  into  these 
financial  waters,  we  suggest  the  need  for 
a  professional  guide. 

Manufacturers  Hanover  is  such  a 
guide.  Currently,  we  have  fiscal  respon- 
sibility for  the  management  of  funds 
having  a  value  of  more  than  seven  bil- 
lion dollars  —  for  individuals,  families, 
educational  and  charitable  foundations, 
corporations  and  others.  To  perform 
this  task,  the  Bank  maintains  an  invest- 
ment organization  equal  to  today's 
challenges. 

At  Manufacturers  Hanover,  your 


investment  management  account  ij 
handled  by  a  single  trust  officer  on  a 
person-to-person  basis.  It  is  his  job  U. 
bring  to  focus  on  your  individual  situa- 
tion the  research  and  managemen 
capabilities  of  this  multi-billion-dolla 
organization. 

Whether  you  want  to  pursue  aj 
aggressive  investment  policy  or  intent 
primarily  to  produce  maximum  income 
your  account  manager  uses  an  imagi 
native  and  creative  approach  to  tha 
task. 

Isn't  this  the  kind  of  professional  ye 
personal  organization  you  need  to  he! 
you  get  what  you  want  out  of  you 
investment  program?  Ask  about  on 
Investment  Management  service. 


. . .  it's  good  to  have  a  great  bank  behind  ye 

MANUFACTURERS  HANOVER  TRUS^ 

Personal  Trust  Division-350  Park  Avenue,  New  York,  N.  Y.  10022  •  Tel:  350-5244  (Area  Code  21 
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Sizzle,  Sizzle 

There's  no  very  profound  knowledge  involved  in  running  a  food  stand,  but 
the  way  investors  are  bidding  for  franchising  stocks,  you'd  think  that 
frying  chicken  and  hamburgers  was  the  hottest  thing  since  the  computer. 


t  February  a  company  called  Dunk- 
i'  Donuts  went  public.  Speculators 
nd  small  investors  quickly  ran  up  the 
aper  value  of  Dunkin'  Donuts  stock 
J  about  $49  million,  which  is  more 
[lan  four  times  assets.  Its  price/ 
arnings  ratio  is  now  in  the  same  class 
ith  IBM's  and  four  times  higher 
lan  General  Motors'. 

Last  month  Minnie  Pearl's  Chick- 
1  System  made  a  public  offering, 
efore  the  first  day's  trading  of  the 
ock  was  over,  the  offering  price  of 
20  a  share  had  been  doubled,  and 
the  following  days  it  went  still 
igher.  At  recent  over-the-counter 
ices,  the  market  is  valuing  Minnie 
earl's  at  about  $81  million.  Yet 
linnie  Pearl's  has  assets  of  only  $2.2 
illion. 

Is  this  the  reward  for  success? 
ardly.  At  the  time  of  the  offering, 
innie  Pearl's  had  only  five  small  re- 
il  outlets  open  for  business. 


Another  recent  stock-market  dar- 
ling, Lum's  Inc.,  has  had  a  price  run- 
up even  though  32  cents  of  the  56 
cents  a  share  the  company  earned  in 
its  latest  fiscal  year  came  from  the 
sale  of  new  franchises — not  from  op- 
erations. Lum's  assets  are  $5  million; 
its  recent  stock-market  valuation,  $91 
million. 

But  Kentucky  Fried  Chicken  Corp. 
takes  the  prize.  Four  years  ago  Jack 
C.  Massey,  who  once  owned  a  sur- 
gical supply  company,  and  John  Y. 
Brown  Jr.,  a  lawyer  with  a  sales  back- 
ground, led  a  group  that  bought  Ken- 
tucky Fried  for  $2  million.  During 
those  four  short  years  they  made  a 
profit,  part  in  paper,  part  realized,  of 
well  over  $100  million.  The  families  of 
Massey,  now  chairman  of  the  com- 
pany, and  Brown,  now  president,  have 
realized  $27.6  million  between  them 
from  two  public  sales  of  KFC  stock. 
They    still    own    22%    of    the    stock, 


worth,  at  recent  quotations,  $81  mil- 
lion. 

Kentucky  Fried  Chicken's  total 
market  valuation  is  $364  million,  more 
than  100  times  earnings.  Its  total  price 
dwarfs  that  of  Grumman  Aircraft  En- 
gineering ($239  million),  a  defense 
contractor  that  last  year  had  sales  of 
$969  million  and  profits  of  $21.5  mil- 
lion. KFC's  sales  last  year  were  $34.6 
million. 

Ominous.  This  wild  runup  in  the 
shares  of  these  purveyors  of  cheap, 
everyday  dishes  has  ominous  over- 
tones. It  equals  anything  seen  in  the 
uranium  boom  of  the  mid-Fifties  or 
the  more  recent  runups  of  bowling 
and  publishing  stocks. 

Few  of  these  companies  have  sub- 
stantial assets.  They  have  a  name  and 
a  certain  amount  of  operating  know- 
how,  which  they  rent  out  to  their 
franchise-holders.  The  knowhow  is 
neither  very  technical  nor  very  scarce. 


HIGH-FLYING 

FRANCHISERS 

Franchising 
franchisers 
time  highs, 

may  go   back  to   Babylon,    but   this   stock-market   boom   has  centered   on 
in  food,  lodging  and  service.  While  many  of  these  stocks  are  below  their  all- 
they  have  price/earnings  ratios  that  v\/ould  make  IBM's  Tom  Watson  Jr.  blush. 

• 

Company 

Total 

Market 

Value 

(millions) 

Total 

Common 

Stockholders' 

Equity 

(millions) 

-  Latest  12  mo 

Earnings 

per 

Share 

nth' 

Recent 
Price 

1967-88 
Price 
Range 

Price/ 

Earnings 

Ratio 

Sales 

Return 

on 

Stockholders' 

Equity 

Denny's  Restaurants 
Dunkin'  Oonuts 
Hardee's  Food  Systems 
Henry's  Drive  Inn 
Holiday  Inn 

$156 

49 

38 

5 

580 

$  9 

3 

2 

3 

49 

$24.5 

12.7 

20.4 

4.4 

184.8 

$1.29 
0.89 
0.85 
0.12 
1.20 

28.3% 
26.5 
41.1 
2.0 
19.8 

765/8 

541/2 

38V2 
10% 
62 

765/8—105/8 
541/2—20 

46    —  71/2 
191/2-  21/8 
633/4-20 

59 
61 
45 
90 
52 

Howard  Johnson 
International  Industries 
Kelly  Services 
Kentucky  Fried  Chicken 
Lum's  Inc. 

245 
145 

51 
364 

91 

72 
9 
6 
6 
4 

210.4 
24.5 
64.1 
45.2 
10.0 

1.77 
1.33 
1.71 
1.15 
0.80 

13.5 
27.1 
38.1 
87.8 
31.4 

491/2 

80 

411/2 

831/4 

581/2 

61  -335/8 
80—6 
441/4-181/2 
85    -10 

62  -  5 

28 
60 
24 
72 
73 

Manpower  Inc. 
McDonald's  Corp. 
Midas  International 
Ramada  Inn 
Tastee  Freez 

65 
304 

80 
104 

26 

12 

20 

17 

17 

deficit 

77.6 
57.0 
46.7 
32.8 
47 

1.45 
1.25 
2.04 
0.70 
0.18 

22.7 
35.3 
18.4 
28.0 
None* 

35 

571/2 
57 
271/8 

443/8—231/4 

593/4_141/8 

57    -101/8 
293/4-  71/8 

171/8—    15/8 

24 
46 
28 
39 
95 

•Company  has  an  earned  s 

urplus  deficit. 

Most  of  the  names  are  of  doubtful 
value,  given  the  notoriously  fickle 
eating  habits  of  the  public  (an  ex- 
ception:  Howard  Johnson). 

Howard  Johnson  has  made  a  tre- 
mendous success,  but  HJ  runs  at  least 
relatively  sophisticated  restaurants.  It 
was  McDonald's,  starting  in  1955, 
that  popularized  the  cheap  restaurant- 
franchise  idea.  The  company  makes 
its  units  profitable  enough  so  that  fran- 
chisees can  afford  to  lease  real  estate 
in  prime  locations  and  hire  bright 
college  kids  as  part-time  employees. 
The  secret  of  the  profitability?  Rich- 
ard J.  Boylan,  McDonald's  executive 
vice  president  for  finance,  thinks  it's 
a  combination  of  many  things.  He 
mentions  a  strictly  limited  menu,  and 
equipment  and  systems  that  reduce 
handling  to  a  minimum,  creating  good 
profit  margins,  even  at  fairly  low 
prices:  An  18-cent  McDonald's  ham- 
burger contains  perhaps  5  cents'  worth 
of  ingredients. 

So  now  everybody  wants  to  get 
into  the  act.  Several  big,  astute  food- 
marketing  companies  have  done  so 
through  acquisition:  General  Foods 
(Burger     Chef),     Pillsbury     (Burger 


JSi 


King),  United  Fruit  (A&W  Root  Beer 
and  Baskin-Robbins  ice-cream  stores) 
and  Ralston  Purina  (Jack-in-the- 
Box). 

Howard  Johnson,  which  has  fran- 
chised  conventional  restaurants  for 
years,  is  jumping  into  the  quick-service 
fr^y  with  its  Hojo  Junctions.  Chicken 
Delight  (owned  by  Consolidated 
Foods  since  1965)  plans  more  expan- 
sion. General  Foods,  through  its  pur- 
chase of  White  Spot  restaurants,  has 
the  territory  rights  in  British  Columbia 
for  Kentucky  Fried  Chicken.  General 
Foods  Chairman  C.W.  Cook  says, 
"The  greatest  growth  in  the  food  in- 
dustry in  1968  is  expected  in  the 
eating-out  category — restaurants,  snack 
bars  and  drive-ins." 

Buying  Back?  Entry  of  the  big  boys 
promises  to  accelerate  a  trend  already 
much  in  evidence.  The  franchising 
companies  themselves  want  a  bigger 
piece  of  the  action.  There  is  a  trend 
to  more  and  more  company-owned 
stores.  Burger  King's  president,  James 
W.  McLamore,  points  out:  "As  you 
get  bigger,  it  makes  sense  to  own  them  i 
[the  retail  units].  If  a  store  is  doing 
$275,000  in  annual  volume  and  makes  i 


If  they  have  such  a  good  thing, 
why  don't  the  food  franchisers  run 
their  own  stores?  Because  the  in- 
dependent franchisee  has  two 
things  to  offer  them:  capital  for 
fast  expansion,  and  hard-working 
management. 

For  the  man  who  gets  in  early 
with  a  good  franchise,  it  can  be  a 
good  thing.  Howard  Johnson  has 
made  several  millionaires.  Mc- 
Donald's claims  that  some  of  its 
franchise-holders  get  modestly  rich 
from  their  initial  investment  of 
$87,250  ($46,500  cash).  "With  our 
average  unit  grossing  just  under 
$300,000,"  says  Richard  Boylan, 
"with  just  mediocre  management, 
a  man  should  gross  $50,000  a  year, 
including  his  own  salary." 

Perhaps.  But  there  are  many 
hazards.  A  successful  operation  can 
attract  competition.  Traffic  pat- 
terns can  change.  Or  the  basic  idea 
behind  the  franchise  can  turn  out 
to  be  a  bust. 

T.H.  Cohen,  a  disabled  veteran 
from  Brookline,  Mass.,  has  a  sad 
story  to  tell  and  it's  not  unique.  He 
shelled  out  $7,000  for  a  franchise 
from  Dog  House  Inc.,  a  chain  of 
small  restaurants  that  was  declared 
bankrupt  la.st  February.  "I  went 
into    it    as   carefully    as   I   could," 
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Cohen  told  Forbes.  But  the  months 
passed  and  he  couldn't  get  Dog 
House  to  approve  a  site.  "I  asked 
for  my  money  back.  I  couldn't  get 
it."  Then  the  company's  bankruptcy 
"shattered  everything." 

Cohen  and  the  other  out-of-luck 
franchise-holders  still  have  hopes. 
Dutch  Pantry,  a  Harrisburg,  Pa. 
restaurant  franchiser  (in  which 
Corn  Products  has  bought  an  undis- 
closed minority  interest),  bought  the 
Dog  House  assets  and  is  trying  to 
assemble  the  pieces.  But  for  now 
Cohen  is  still  paying  back  money  he 
borrowed  to  buy  his  franchise. 

Dog  House  is  an  extreme  ex- 
ample of  what  can  go  wrong  in 
the  franchising  business,  but  others 
who  have  gone  into  franchising 
have  learned  hard  lessons  too. 
Take  the  ca.se  of  the  Norge  division 
of  Borg-Warner  Corp.,  which 
started  selling  coin-operated  dry- 
cleaning  equipment  to  franchisees 
in  1961.  Some  of  the  first  dry- 
cleaning  stores  made  a  lot  of  mon- 
ey. "People  were  clamoring  to  get 
into  the  business,"  Norge  President 
Alonzo  B.  Kight  recalls.  Norge  was 
glad  to  oblige:  Its  profits  came 
from  the  equipment  it  sold.  But 
Norge  stood  by  while  the  fran- 
chisees tried  to  operate  the  business. 


Many  couldn't.  Kight  says  about 
330  have  failed.  Norge  is  offering 
more  supervision  now. 

Henry's  Drive-In  actually  beat 
highly  successful  McDonald's  (see 
story)  to  the  highway  with  a 
quick-service  hamburger  drive-in. 
But  the  company  has  been  an  also- 
ran  ever  since.  Why?  Arthur  Sad- 
off,  Henry's  chairman,  who  took 
over  the  chief  operating  reins  of 
the  company  two  months  ago,  says 
simply:  "1  think  we  just  had  poor 
management."  Sadoff  hopes  new 
financing,  new  people  and  a  new 
building  design  will  help  Henry's 
recover. 

In  the  early  Sixties  Tastee  Freez 
Industries  was  a  successful  little 
company  franchising  small  restau- 
rants that  sold  soft  ice  cream  and 
snacks.  Then  management  decided 
on  a  crash  program  to  franchise 
ice-cream  trucks.  The  trucks 
flopped,  the  franchisees  couldn't 
pay  for  the  trucks  Tastee  Freez  had 
sold  them  and  the  company,  in 
1963,  had  to  go  into  Chapter  XI 
bankruptcy  proceedings. 

The  moral  is  simple,  but  it  bears 
repeating:  Beware  of  magic  for- 
mulas for  making  money. 

There  must  be — and  usually  is — 
a  catch. 


Vo  net.  you'd  like  to  own  it  yourself 
ead  of  just  taking  in  fees."  Ken- 
ky  Fried  Chicken  is  aggressively 
ing  back  franchises  and  building 
re  of  its  own  units.  Between  1959 
.  1967  the  number  of  Howard 
inson  restaurant  franchises  actually 
pped  to  329  from  333.  while  the 
nber  of  company-owned  units  rose 
tn  249  to  484. 

jeneraily  speaking,  a  company  uses 
ichising  as  the  quickest  means — 
i  a  low  investment — of  spreading 
name  around  the  country.  Once 
ing  built  a  substantial  financial 
e.  it  can  afford  more  company- 
led  units.  Obviously  a  Ralston 
ina  or  United  Fruit  has  this  fi- 
icial  capability  immediately, 
"he  entry  of  the  big  corporations 
mises  to  introduce  a  whole  new  sit- 
ion.  Burger  King's  McLamore  says 
t  before  his  company  was  acquired 
Pillsbury,  "I  never  knew  what  mar- 
research  was."  A  proven  company 

McDonald's  should  hold  its  own 
inst  such  big-gun  competition.  The 
■  comers?  Time  will  tell. 
•oodbye  to  Mom  &  Pop?  How  long 

the  boom  in  franchising  stocks 
?  How  far  can  it  go?  In  a  sense, 
franchised  chicken  and  hamburger 
Its  are  going  to  replace  the  mom- 
-pop  roadside  stand  the  way  the 
in  supermarket  replaced  the  corner 
:ery.   But   it   would   be   unwise   to 

I  the   analogy    too   far:    For   one 
g.  the  potential  is  not  nearly  as  big, 

the  competition  promises  to  be- 
le  even  more  ferocious  as  time 
rs  on;  trading  stamps,  special  of- 

the  whole  costly,  paraphernalia  of 
motional  marketing  would  then  be- 
eating  into  profits.  At  the  moment, 
:ourse,  saturation  is  only  a  threat. 

it  is  a  very  real  one.  There  are 
so  many  worthwhile  locations. 
re  are  only  so  many  really  quali- 
franchisees  or  managers. 
"he  fried-chicken  business,  for  ex- 
ie,  is  already  getting  crowded. 
wn,  of    Kentucky    Fried    Chicken 

the  company  has  started  to  fran- 

roast-beef-sandwich  units  because 
e  of   its   territories   are   saturated 

chicken  stores.  KFC  has  about 
10  chicken  outlets  around  the  coun- 
Chicken  Delight  has  another  725. 
nie  Pearl's  has  sold  franchises  for 
Jt  400.  That's  a  lot  of  fried  chick- 
and  more  is  on  the  way. 

II  market  fads  come  to  an  end,  be 
bowling,  electronics,  conglomer- 
or  whatever.   The  franchise   fad 

be  no  different.  What  with  the  six 
f  ing  restaurant  franchisers  (exclud- 

Howard  Johnson)  having  a  com- 
31  d  market  value  of  $1  billion,  the 
5' .  when  it  comes,  could  be  a 
''  ity.  ■ 
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Tactful  Suitor 

Swift  &  Co.,  a  favorite  target  of  would-be  acquisitors,  t)as  at)  in- 
teresting new  suitor.  He  insists,  however,  tliat  he  has  no  interest  in 
overturning  management — just  in  giving  it  "a  little  bit  of  a  push." 


Nowhere  in  American  business 
have  takeovers  been  bigger  news 
in  recent  years  than  in  meat  pack- 
ing. In  1967  Wilson,  the  third- 
largest  packer,  was  swallowed  up 
by  Ling-Temco-Vought,  and  Mor- 
rell,  the  fourth-largest,  was  bought 
by  AMK  Corp.,  a  much  smaller 
company.  Earlier  this  year  Gulf  & 
Western  Industries  deferred  its 
plans  to  acquire  Armour,  No.  Two 
in  the  meat  industry,  though  it  still 
owns  9.8%  of  Armour's  stock.  But 
the  industry  sales  leader,  Swift  & 
Co.,  is  still  independent. 

Swift  has  had  its  suitors,  to  be 
sure,  among  them  Norton  Simon 
(of  Hunt  Foods,  McCall's  and  Can- 
ada Dry),  who  bought  a  small  stock 
interest  in  1963-64  which  he  held 
only  a  couple  of  years  and  then  sold. 
Gulf  &  Western  Industries  proposed 
a  merger  last  year,  got  turned  down 
and  then  looked  toward  Armour. 
Even  Henry  Crown,  the  Chicago, 
industrialist  (General  Dynamics, 
Chicago,  Rock  Island  &  Pacific  Rail- 
road), took  a  friendly  3.6%  inter- 
est last  year. 

Now  someone  else  has  taken  a 
position  in  Swift.  He's  John  P. 
Bauer,  president  of  New  York's 
privately  owned  Bauer  International 
Corp.  Bauer  International  and  its 
affiliated  companies  (food  imports 
and  exports,  and  meat  packing)  did 
$80  million  in  sales  in  1967  vs. 
Swift's   $2.8   billion. 

Bauer  and  his  European  associ- 
ates have  bought  some  Swift  shares 
already.  Bauer  won't  say  how  many 
he's  bought  and  he  won't  say  how 
many  he  still  might  buy.  Chances 
are,  however,  that  he  might  need 
up  to  1  million  shares,  or  8%  of 
Swift's  outstanding  stock,  to  force 
Swift's  management  to  pay  atten- 
tion to  him.  At  recent  market  prices, 
this  would  cost  him  about  $25  mil- 
lion. Why  should  Bauer  be  inter- 
ested? He  admits  that  Swift's  record 
for  the  last  five  years  has  been  pret- 
ty dismal — averaging  only  5%  re- 
turn on  equity.  Swift  ranked  last  in 
Forbes  Jan.  1  annual  survey  of  the 
food  industry. 

Is  it  the  asset  play  that  attracts 
Bauer?  Swift  has  assets  carried  at 
$758  million,  and  its  stock  sells 
some  24%  below  its  book  value  of 
$33.  But  Bauer  insists  he  is  inter- 
ested in  the  business  rather  than 


the  assets.  "In  spite  of  the  earnings 
record,"  Bauer  says,  "I  think  it's  a 
very  fine  company.  I  think  we  know 
where  the  problems  are  and  I'm 
sure  they  do.  Don't  underestimate 
Swift's  management.  The  only  criti- 
cism you  may  make  is  that  they 
haven't  diversified  as  much  as  some 
of  the  others  have.  The  potential  is 
there,  and  I  don't  mean  the  poten- 
tial of  putting  other  profitable  busi- 
ness with  it.  Their  big  future  lies 
within  the  food  area." 

Bauer  is  no  stranger  to  the  meat- 
packing business — his  family  left 
Germany  in  1933  after  the  Nazis 
seized  his  father's  meat-packing 
plant — but  he  says  he  has  no  inten- 
tion of  assuming  a  managerial  role 
at  Swift.  He  concedes,  however, 
that  management  may  need  "a  little 
bit  of  a  push  from  the  outside."  The 
company,  Bauer  adds,  may  have  to 
close  some  of  its  unneeded  branch 
offices  to  reduce  overhead.  It  may 
have  to  start  producing  in  Europe 
to  overcome  the  tarilT  and  subsidy 
policies  of  the  Common  Market.  It 
certainly  will  have  to  continue  to 
modernize  its  plants.  And  it  will 
have  to  be  willing  to  chop  off  its 
unprofitable  businesses. 

Search  for  Profits.  "Each  aspect 
of  the  business  has  to  be  analyzed  to 
see  how  profitable  it  is,"  Bauer  says. 
"The  poultry  field,  particularly, 
hasn't  been  one  of  their  great 
money-makers,  and  the  dairy-prod- 
ucts area  deserves  a  good  hard  look. 
Sales  are  nothing.  Profits  are  what 
count.  If  the  sales  go  down,  chop- 
ping them  off  may  be  the  healthiest 
thing." 

What  does  Swift  have  to  say 
about  all  of  this?  Robert  W.  Ren- 
eker,  president  of  the  meat  packer, 
is  on  vacation,  and  other  Swift 
officers  refused  to  discuss  the  mat- 
ter. Bauer,  however,  makes  no  se- 
cret of  his  interest.  "We're  very 
serious  about  it,"  says  Bauer.  "We 
don't  go  into  something  for  the 
mere  sake  of  trying  to  make  a  quick 
turn   on   the   dollar." 

Whether  Bauer  is  successful  or 
not,  one  thing  seems  certain :  Some- 
one will  try  to  move  in  on  Swift 
one  of  these  days.  About  all  that 
the  directors  can  do — they  person- 
ally control  only  2%  of  the  stock — 
is  to  decide  if  Bauer  is  their  man  or 
whether  somebody  else  is.  ■ 
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Dark  Clouds  at  Sunbeam 


This  small-appliance  manufacturer's  radiance  has  been 
years.  Management  says  dawn  is  at  hand.  But  it  said  the 


dimmed  the  past  two 
same  thing  last  year. 


In  modern  management's  book,  it's 
an  open  question  which  is  worse — an 
actual  decline  in  sales  or  an  increase 
in  sales  that  doesn't  carry  with  it  a 
proportionate  increase  in  profits.  In 
some  ways,  no  prosperity  at  all  is  pre- 
ferable to  profitless  prosperity. 

Profitless  prosperity  is  what  seems 
to  be  afflicting  Chicago's  Sunbeam 
Corp.  these  days.  Over  the  past  five 
fiscal  years  (ended  Mar.  31)  its  sales 
have  nearly  doubled  (to  $332  million 
in  fiscal  1968),  but  earnings  per  share 
are  actually  lower  than  in  1962 
($1.75  a  share  vs.  $1.85).  As  far  as 
earnings  are  concerned,  1965  was 
Sunbeam's  best  year;  it  netted  $19.3 
million  on  sales  of  $307  million. 
Profits  have  declined  steadily  ever 
since;  in  the  latest  year  it  netted  only 
$13.3  million.  Return  on  stockholders' 
equity  dropped  from  14.4%  to  only 
7.9%. 

Sunbeam's  problems  are  fairly  re- 
cent ones.  Against  rough  competition 
from  a  division  of  General  Electric  as 
well  as  such  other  smart  companies  as 
Westinghouse,  Proctor-Silex  and  Mc- 
Graw-Edison,  Sunbeam  has  been  top 
dog  in  the  small-appliance  business. 
Going  back  75  years,  its  first  product 


was  a  horse  clipper.  Later  Sunbeam 
branched  out  into  electric  flatirons 
and  today  produces  270  different  small 
appliances:  products  ranging  from 
blenders  and  electric  fry  pans  to  port-' 
able  electric  "beauty  mist"  machines. 
Sunbeam  beat  out  the  competition  with 
the  first  electric  fry  pan  (1953),  for 
instance,  the  first  electric  razor  for 
women  (1955),  and  the  first  shower- 
cap  hair  dryer  (1956).  But  GE  beat 
Sunbeam  to  the  punch  with  the  dec- 
ade's biggest  appliance  breakthrough 
— the  electric  toothbrush  (1961)  — 
though  Sunbeam  could  at  least  claim 
that  its  copy  was  a  better  seller. 

Bad  Move.  What  went  wrong?  In  a 
sense.  Sunbeam  probably  tripped  over 
its  own  optimism.  Seeing  a  future 
even  rosier  than  the  past.  President 
Robert  P.  Gwinn  decided  to  expand 
and  improve  Sunbeam's  somewhat 
scattered  (26  different  plants)  manu- 
facturing setup.  Instead  of  simply  ex- 
panding its  existing  plants,  Sunbeam 
decided  to  capitalize  on  the  economies 
of  mass  production  by  concentrating 
the  production  of  each  of  its  major 
appliances  at  a  single  plant  and  then 
compounding  the  advantage  by  build- 
ing those  plants  in   the  South  where 


I 
labor  was  cheaper.  Since   1962,  Sud-( 
beam  has  spent  over  $67  million  on  " 
five    major   plants    and   some   smaller 
projects.  i 

According  to  former  Sunbeam/^ 
executives  (of  whom  there  are  many 
these  days),  the  whole  program  has 
been  a  mess.  Some  of  these  new  plants 
cost  50%  to  100%  more  than  Sun-< 
beam  had  projected.  When  the  new| 
plants  got  into  operation,  the  expected! 
savings  didn't  materialize.  "Instead  ofl 
cutting  manufacturing  costs  in  half,"! 
says  one  of  these  executives,  "the  nevi| 
plants  actually  doubled  them."  Sun-I 
beam  didn't  have  enough  experienced* 
production  people  to  manage  a  plani 
expansion  program  of  such  magnitude.' 
"Many  of  the  production  people  were 
second  rate,"  says  another  formal' 
executive,  "and  there  weren't  enougV 
to  go  around.  We  even  had  merchant 
dising  people  running  our  plants." 

Gwinn  had  apparently  been  awan' 
of  Sunbeam's  shortage  of  manufacturl 
ing  management,  but  he  had  opti^ 
mistically  depended  on  Sunbeam's  top 
notch  merchandising  staff  to  pull  th' 
company  through.  And  for  a  perio; 
it  did.  But  by  fiscal  1967  with  cost^ 
rising   all   over   the   place,   profits  dft 


The  Potlatch  Problem 

Bad  luck  nearly  killed  Potlatch   Forests. 
But  good  management  is  bringing  it  back. 


Six  years  ago  when  Benton  R.  Can- 
cell  (left),  now  59,  left  St.  Regis  Paper 
to  take  over  the  presidency  of  San 
Francisco's  Potlatch  Forests,  Inc.,  lum- 
bermen were  saying — and  with  some 
justification — that  the  65-year-old 
forest  products  company's  days  as  an 
independent  producer  were  numbered. 
For  four  years  running,  its  sales  had 
hovered  around  $100  million.  Its  in- 
come from  operations  had  dwindled 
from  $9.1  million  in  1959  to  $1.7 
million.  By  1962,  Potlatch  was  earning 
2%  on  its  stockholders'  equity,  down 
from  9%  in  only  four  years. 

Potlatch's  troubles  were  largely  the 
result  of  bad  luck  rather  than  bad 
management.  In  1958,  President  Wil- 
liam P.  Davis  unexpectedly  died.  No 
sooner  had  his  successor,  Robert  E. 
Bundy,  settled  down  in  the  job  than  in 
1960  he  died  too.  Incredibly,  his 
successor,  Edwin  W.  Davis,  died  two 
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years  later.  By  the  time  Cancell  a 
rived  on  the  scene,  Potlatch  was  i 
choas,  its  forward  momentum  diss 
pated,  its  staff  disorganized  and  d 
moralized. 

Potlatch's  momentum  in  the  Fifti' 
had    been    considerable.    Founded 
1903   by   the   powerful   Weyerhaeus 
interests,   who  still   own  50%    of  tl 
stock,    Potlatch    went    into    the    n 
during  the  Thirties  and  spent  most 
the   Forties  getting   back  on   its  fe( 
But  in  the  late  Forties  and  Fifties 
was    able    to    begin    looking    furtb 
ahead,  toward  more  fully  and  proi 
ably  utilizing  its  timber  resources 
make  products  other  than  just  lumb< 
In    1948  it  got  into  plywood  and 
1950    it    began    producing    pulp.   1 
1956  it  had  moved  into  making  thin 
like  milk  carton  blanks,   folding  a 
tons,  paper  cups  and  paper  plates.  1 
1958  Potlatch  was  well  on  its  way 
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:lined  by  S5.2  million  (27%)  in  spite 
)f  a  S38-million  (12%)  gain  in  sales. 

Plus  &  Minus.  Ironically,  however, 
IS  Sunbeam's  manufacturing  prob- 
ems  began  to  mount,  Gwinn's  response 
vas  to  take  measures  that  were  to  pro- 
iressiveiy  cripple  the  effectiveness  of 
ts  vital  merchandising  organization, 
"or  one  thing,  he  began  raising  prices 
—three  times  in  1966,  three  times  in 
967.  In  an  effort  to  keep  costs  down, 
le  began  reducing  the  authority  of 
(unbeams  key  sales  personnel.  To  get 
I  S5  raise  for  a  salesman,  for  instance, 
me  supervisor  was  forced  to  seek  ap- 
)roval  from  three  vice  presidents.  Ac- 
lording  to  former  employees,  Gwinn 
>egan  allocating  Sunbeam's  promo- 
ional  budgets  by  a  new  formula.  Ac- 
ording  to  one  account,  he  began  sub- 
racting  the  cost  of  sales  and  the  profit 
le  wanted  to  report  from  total  sales, 
»hat  was  left  over  was  available  for 
(romotion.  This  may  be  why  Sun- 
eam  fared  so  poorly  during  the  1967 
Christmas  season,  the  period  when  it 
ormally  racks  up  its  biggest  sales 
olume.  In  the  fall  of  1967  Gwinn 
ut  back  Sunbeam's  important  tele- 
|ision  advertising  drastically,  leaving 
unbeam's  dealers,  who  had  hedged 
gainst  the  copper  strike  by  building 
p  inventory,  without  the  advertising 
jpport  to  move  their  goods. 

To  complicate  its  problems.  Gwinn's 
rother,  Financial  Vice  President  H.C. 

wmn.  had  to  wrestle  with  the  cost 
f  the  higher  inventories  and  accounts 


receivable  it  would  have  to  carry 
arising  both  from  the  new  Vista 
program  and  from  the  expansion.  In 
early  1967  Sunbeam  had  to  borrow 
S50  million  in  long-term  money  at 
51/2  %  to  finance  these  short-term  com- 
mitments. That  meant  an  after-tax 
bite  from  earnings  of  nearly  20  cents 
a  share — without  any  resulting  profits 
to  counterbalance  it. 

As  Sunbeam's  problems  mounted, 
Gwinn  began  to  lose  key  personnel. 
In  the  last  year  and  a  half,  two  vice 
presidents  (sales  and  shaver  opera- 
tions), the  heads  of  the  appliance  di- 
vision and  of  research  and  engineer- 
ing took  off  for  more  agreeable  po- 
sitions. Sunbeam's  production  chief 
took  an  early  retirement.  In  the 
guarded,  euphemistic  language  of  its 
recent  annual  report  there  is  men- 
tion of  a  "sales-marketing  reorganiza- 
tion," designed  "to  improve  the  effi- 
ciency of  our  sales  divisions." 

In  the  same  report,  Gwinn.  a  steady 
optimist,  continues  to  make  optimistic 
predictions.  "For  fiscal  1969,"  he  said, 
"earnings  could  well  show  one  of  the 
best  rate  increases  for  any  period  dur- 
ing the  last  ten  years."  We  said  the 
same  thing  early  this  month  at  the 
annual  meeting  but  reported  that  first- 
quarter  earnings  were  only  about  equal 
to  last  year's.  Even  if  the  rest  of  the 
year  should  turn  out  to  be  quite  spec- 
tacular. Sunbeam's  growth  image  would 
remain  badly  tarnished  by  the  profitless 
prosperity  of  the  past  few  years.  Nor 


Gwinn  of  Sunbeam 

will  it  be  helped  by  the  fact  that  Gwinn 
was  predicting  good  things  for  the  last 
year,  and  they  didn't  come  true. 

Says  one  critic:  "There's  been  a 
credibility  gap  building  in  that  com- 
pany." 

All  in  all,  a  good  deal  will  ride  on 
the  extent  of  Sunbeam's  comeback  for 
fiscal  1968-69.  ■ 


scorning  a  complete  timber  products 
ampany.  Potlatch's  managerial  col- 
pse  ended  that,  however,  and  there- 
ter  Potlatch  sat  helplessly  by  as  com- 
tilors  began  acquiring  the  converters 
otiatch  depended  on  to  absorb  its  raw 
alerial  output. 

The  Road  Back.  Cancel!  didn't  sit 

ound   mooning  over  Potlatch's  mis- 

)rtunes.   He   set   about   finding   ways 

id  means  of  putting  Potlatch  back  on 

feet   again.   His  strategy   was  two- 

d:    first,   to  acquire  the  converting 

itiets  Potlatch   needed  to  absorb  its 

oduction:    second,    to    upgrade    its 

oduct  line  from  low-margined  com- 

odilies  into  higher-margined  special- 

s  (flooring  and  sanitary  tissue,  for 

ample).    "We    wanted    to    get    into 

aking  high-grade   products  that   not 

ery  Tom.  Dick  or  Harry  could  dupli- 

te,"  Cancell  says. 

As  Cancell  concedes,  this  was 
sier  said  than  done.  Most  of  the 
•od  acquisitions  had  already  been 
apped  up  by  competitors  while  Pot- 
ch  had  been  floundering.  Cancell 
id  to  settle  for  second  best.  Since 
'62  he  has   acquired  eight  compa- 


nies, including  four  small  sellers  or 
producers  of  printing  paper  and  cor- 
rugated cartons  and  Northwest  Paper, 
a  $75-million  producer  of  relatively 
high-margined  business  and  printing 
papers. 

These  acquisitions  kept  Potlatch's 
paper  mills  running  at  a  profitable 
level,  but  they  weren't  always  good 
money-makers  in  themselves.  In  fact, 
in  milk  cartons,  folding  cartons  and 
paper  platewarc.  Potlatch  has  been 
hard  put  to  make  any  money  at  all. 
"All  of  these  facilities  had  to  be  up- 
graded," Cancell  says,  "and  some  are 
no  longer  worth  keeping.  We  got  into 
some  areas,  for  instance,  where  the 
growth  was  limited.  They  seemed  to 
fill  a  specific  need  when  we  acquired 
them,  but  now  those  needs  have  dis- 
appeared, and  we  will  either  sell  them 
or  liquidate  them." 

Cancell  did  not  always  fare  any 
better  when  he  started  from  scratch. 
In  1963,  for  instance,  Potlatch  began 
making  toilet  and  facial  tissues  at  a 
new  mill  in  Lewiston,  Idaho,  for  sale 
in  the  West  Coast  market.  But  the 
company    promptly    ran    into   serious 


manufacturing  problems  and  broke 
into  the  market  at  a  time  when  tissue 
prices  were  dropping  sharply.  Not  until 
last  year  did  Potlatch's  tissue  operation 
break  into  the  black.  "We  took  a  real 
blood  bath,"  Cancell  says.  "But  now 
the  business  is  profitable  and  will  even- 
tually be  a  $20-million  market  for  us." 

In  the  face  of  these  difficulties,  Pot- 
latch's progress  seems  all  the  more  re- 
markable. Last  year's  6%  return  is 
still  well  below  the  10.6%  the  industry 
at  large  has  averaged  in  recent  years, 
but  it  marks  a  considerable  advance 
beyond  the  2%   of  1962. 

Though  its  sales  are  up  135%  to 
$262  million  in  six  years,  Potlatch  is 
still  the  smallest  of  today's  timber- 
products  companies.  As  such,  can  it 
survive  on  its  own?  Or  will  it  have  to 
merge  or  sell  out?  Much  depends  on 
whether  Cancell  can  keep  up  the  pace 
of  recent  years.  He  himself  is  con- 
fident. "Barring  any  economic  disloca- 
tions or  a  worsening  of  the  Vietnam 
situation,  I  can  see  no  reason  why  Pot- 
latch cannot  continue  the  growth  it 
has  demonstrated  in  the  last  five 
years,"  he  says.  ■ 
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Banking:  At  the  Crossroads 

Banking's  traditional  role  is  shrinking.  At  the  same  time,  hew  possibilities  are  opening  up. 
Makmg  the  switch  is  going  to  require  management  skills  that  the  industry  has  often  lacked. 


Banking,  long  a  staid  and  steady  but 
rather  unexciting  business,  may  be  on 
the  verge  of  turning  into  a  real  growth 
industry.  But  not  for  anything  like  all 
the  13,500  insured  banks  currently 
operating  in  the  U.S. 

In  talking  with  scores  of  top  bank- 
ers and  banking  experts  throughout 
the  U.S.,  Forbes  again  and  again  met 
the  same  conclusion:  Banking  is  on 
the  verge  of  the  biggest  changes  in  its 
history — and  the  changes  are  going  to 
separate  the  men  from  the  boys. 

"For  the  first  time,"  says  Federal 
Reserve  Governor  George  W.  Mitch- 
ell, "banking  can  become  a  growth  in- 
dustry." Agreeing  with  him,  E.  Everett 
Smith,  a  director  of  McKinsey  &  Co., 
management  consultants,  adds:  "The 
difference  between  the  well-managed 
banks  and  the  ones  whose  manage- 
ments can't  come  to  grips  with  change 
is  going  to  become  wider  and  wider." 
Chairman  William  H.  Moore  of  New 


York  City's  Bankers  Trust  predicts  the 
same  changes  that  could  spell  growth 
for  the  industry  as  a  whole  will  force  a 
good  number  of  mergers.  This  opinion 
is  echoed  by  Dr.  Paul  Nadler,  New 
York  University  economist,  who  be- 
lieves the  day  of  the  small  bank  is  com- 
ing to  an  end.  Nadler  feels  that  ther« 
will  be  wholesale  mergers  in  the  next 
decade. 

Honeymoon  Period 

Right  now  bankers,  all  of  them, 
have  good  reason  for  feeling  happy. 
Soaring  interest  rates  have  brought 
bankers  10%  to  15%  earnings  in- 
creases in  the  first  quarter  of  1968,  and 
bank  stocks  have  caught  the  eye  of 
Wall  Street   (see  box  below). 

But  for  the  not-so-very-long  run, 
traditional  banking  is  in  serious  trouble. 
Corporations  were  long  the  mainstay  of 
the  big  banks,  providing  both  the  lend- 
able  balance  and  the  demand  for  loans; 


banks  were,  in  effect,  a  middleman 
between  corporations  with  money  to 
spare  and  those  that  needed  it.  "Prof- 
itability from  bank  loans  to  corpora- 
tions has  been  steadily  declining  and 
probably  will  continue  to  do  so,"  con- 
firms Georgia's  Mills  B.  Lane  Jr.,  pres- 
ident of  Citizens  &  Southern.  "Tradi- 
tional corporate  loans  are  all  pretty 
tight  pencil  pushers.  You  don't  make 
much  money  out  of  them  any  more." 
Margins  are  being  squeezed  because 
of  competition  with  insurance  com- 
panies, pension  funds  and  foundations. 
In  the  old  days  corporate  treasurers 
were  pushovers  for  banks.  The  trea- 
surers left  working  capital  in  banks 
as  demand  deposits.  The  bankers  paid 
no  interest  on  any  of  these  idle  funds 
left  as  demand  deposits.  "It  was  a 
simple  job,"  says  the  Federal  Reserve 
Board's  Mitchell.  "They  just  had  to 
stand  there  and  take  deposits  and  pass 
out  loans." 


SHORT-RANGE:  ROSY.  LONG-RANGE:  IT  DEPENDS 


Bank  earnings  make  good  read- 
ing these  days.  In  the  first  quarter 
of  1968,  gains  of  10%  or  better 
over  last  year's  record  earnings 
have  been  commonplace.  More  of 
the  same  will  be  forthcoming  in  the 
next  few  months.  All  told,  banks 
have  averaged  over  a  7%  annual 
rate-of-earnings  growth  over  the 
past  five  years. 

For  1968,  after-tax  income  will 
probably  reach  $3  billion  and  di- 
vidend payouts  will  total  some  $1.5 
billion.  That  $3  billion  is  more  than 
the  automotive  industry  made  last 
year.  In  fact,  only  a  handful  of  in- 
dustries made  more  money  than 
the  banks. 

This  hasn't  been  lost  on  Wall 
Street.  The  stock  market  has  bid 
up  bank  shares  some  22%  since 
last  November  while  the  market 
as  a  whole  is  up  1 1  %  over  the 
same  period.  Most  bank-stock  in- 
dices show  prices  near  or  close  to 
the  all-time  highs  set  way  back  in 
1961-64. 

Even  if  corporate  income  taxes 
should  go  up  this  year,  bank  profits 
will  be  affected  less  than  industrials: 
Banks  take  substantial  securities 
losses  and  they  hold  large  amounts 


Lane   of   Citizens   &   Southern 

of  tax-exempt  municipal  bonds.  On 
average,  their  over-all  tax  rate  is 
36%  vs.  48%  for  most  large  corpo- 
rations. 

But  there's  a  hooker,  and  it's 
one  reason  why — for  all  their  re- 
cent gains — bank  stocks  still  sell 
for  only  around  13  times  earnings 


as  against  as  high  as  18-19  in  the 
early  Sixties.  Under  the  surface, 
banking  faces  a  host  of  problems 
that  will  sorely  test  many  bank 
managements. 

It's  clear  that  banks  still  face  a 
profit-margin  squeeze  despite  a 
temporary  modest  upturn.  The 
margin  between  the  average  cost 
of  money  and  the  yield  on  loans 
and  investments  fell  from  1.26%  in 
1960  to  1.05%  in  1967.  This  in 
spite  of  the  fact  that  since  1960 
the  prime  rate  has  been  raised  from 
41/2%  to  6'/4%  currently.  "That's 
the  main  reason,"  says  Mills  B. 
Lane  Jr.,  president  of  Citizens  & 
Southern  Bank,  "commercial  loan 
income  has  risen." 

Many  large  banks  still  obtain 
90%  or  more  of  earnings  from 
commercial  loans  and  investments. 
But,  says  Citibank's  vice  chairman, 
J.  Howard  Laeri,  "many  loans  are 
being  made  that  barely  break  even." 

If  anything,  the  competition 
with  other  institutions  will  inten- 
sify in  the  next  few  years  and  bank 
earnings  coming  from  these  tradi- 
tional sources  will  be  under  ter- 
rific pressure.  Banks  are  working 
against  time  to  find  new  sources  of 
earnings,  and  not  all  have  found 
them.  Witness  the  difference  in 
P/E  ratio  and  growth  rates. 
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A  new  generation  of  corporate 
treasurers  has  turned  the  old  banking 
relationships  upside  down,  and  they're 
not  finished  yet.  Often  finance  majors 
from  a  business  school,  the  new  trea- 
surers dont  leave  their  idle  funds  sit- 
ting in  banks  as  demand  deposits. 
For  one  thing,  cash  is  catnip  to  cor- 
porate raiders.  But  where  a  cash  build- 
up is  unavoidable,  the  treasurer  will 
sell  some  of  it  to  banks  as  certifi- 
cates of  deposit  and  make  a  hand- 
some return  on  it.  Even  worse  for 
the  old-time  banker  is  what  is  known 
as  the  second  banking  system.  Many 
corporations  are  taking  idle  funds 
and  buying  commercial  paper,  i.e., 
short-term  loans,  from  other  compa- 
nies. Since  1960  the  amount  of  com- 
mercial paper  has  grown  from  $4.5 
billion  to  S19  billion.  It  grew  30%  in 
the  past  18  months  alone. 

Many  companies  prefer  to  get  their 
short-term  loans  by  buying  commercial 
paper.  Not  only  does  the  seller  of 
commercial  paper  often  pay  less  in- 
terest than  a  bank  would  charge  him, 
but  he  also  avoids  having  to  leave  a 
compensating  balance  in  a  bank  to 
get  it.  "We're  losing  some  of  our  best 
customers  to  the  commercial-paper 
market."  concedes  First  National  Cit\ 


Smith  of  McKinsey  &  Co. 

Bank's    Vice    Chairman    J.    Howard 
Laeri. 

"Bankers  now  have  competition  on 
both  sides  of  the  balance  sheet  that  they 
never  had  before,"  explains  economist 
Nadler.  "To  make  up  for  the  de- 
mand deposits  they  no  longer  get,  they 
must  fight  to  get  time  and  savings  de- 
posits. On  the  loan  side,  bankers  have 


been  forced  to  shift  from  short-term 
loans  and  to  battle  other  institutions 
and  each  other  for  term  loans.  So  they 
face  a  double  squeeze." 

This  view  reflects  the  facts.  Pretax 
margins  on  loans  and  investments  for 
the  large  U.S.  bank  have  fallen  from 
2.4%  in  1960  to  only  1.6%.  The  1963- 
67  average  return  on  equity  was  only 
10.8%,  despite  the  growing  use  of 
debt.  Banking  thus  ranked  25th  in 
profitability  out  of  32  industries  mea- 
sured by   Forbes  {Jan  1). 

Nadler's  double  squeeze  shows  up 
in  interest  costs,  which  have  soared 
from  $1.4  billion  in  1960  to  a  prob- 
able $7  billion  in  1968.  The  squeeze 
has  at  the  same  time — because  of 
rough  competition  for  loans — -pre- 
vented banks  from  passing  all  of  their 
increased  costs  on  to  borrowers. 

On  top  of  this  is  the  problem  of 
getting  enough  money  in  times  like 
these  to  take  care  of  their  regular  cus- 
tomers. "Disintermediation,"  explains 
First  National  City  Bank  President 
Walter  B.  Wriston,  "sounds  like  some- 
thing you  should  do  in  the  bathroom. 
All  it  really  means  is  that  banks  lose 
deposits  because  rates  on  alternative 
investments  in  this  country  pierce  the 
Regulation    Q    ceiling,    which    is    the 
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THE  SQunc^L.^  io  Oi 


Over  the  past  seven  years  banks  have  had  to  work  harder  to 
earn  profit  out  of  each  dollar  of  business.  Reason:  interest 
bearing  time  deposits  make  up  close  to  half  of  bank  deposits 
versus  less  than  30%  in  1960.  Not  only  have  margins  declined 
but  the  return  on  capital  tell  by  20% . 
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amount  we  are  permitted  to  pay  for 
time  deposits." 

Right  now  banks  are  paying  all  the 
law  allows  for  negotiable  certificates 
of  deposit,  6'/4  % ;  at  that  rate  they 
have  trouble  keeping  the  over  $19  bil- 
lion in  CDs.  They  are  even  more  ner- 
vous about  over  $90  billion  in  savings 
deposits  on  which  they  are  paying  only 
4%.  To  a  degree,  a  money  scare  like 
the  present  one  makes  bankers  popu- 
lar again.  "When  the  last  squeeze 
came,"  gloated  one  top  bank  official, 
"some  treasurers  discovered  it  was 
more  valuable  to  have  a  banking  rela- 
tionship instead  of  a  bank  account." 

"But  in  the  long  run,"  says  Consult- 
ant E.  Everett  Smith,  "the  corporate 
treasurer  is  going  to  get  tougher  and 
tougher.  The  day  of  the  free  demand 
deposit  will  soon  be  as  dead  as  the 
dodo." 

No  longer  will  businessmen  have  to 
worry  about  keeping  extra  cash  for  a 
margin  of  safety.  Soon  most  corpo- 
rate treasurers  will  have  computerized 
cash  management  with  every  regional 
cash  balance  linked  to  the  central  of- 
fice by  teletype  wires.  Treasurers  will 
be  able  to  immediately  drain  off  any 
excess  funds  that  crop  up  anywhere 
and  invest  them.  And  float,  tempo- 
rarily idle  money  so  beloved  of  bank- 
ers, will  gradually  become  a  thing  of 
the  past.  These  trends  lead  Citibank's 
Laeri   to   predict   that  computer  con- 


trols "will  force  demand  deposits  in 
1975  below  1966  totals." 

The  banks  have  also  been  slipping 
in  holding  onto  their  share  of  the 
lucrative  trust  and  pension  market. 
Mutual-fund  assets  soared  from  $17 
billion  in  1960  to  $47  billion  by  mid- 
1968  as  aggressive  money  managers 
and  salesmen  convinced  investors  that 
they  could  manage  money  more  effec- 
tively than  a  bank.  As  a  result  bank 
trust  funds  have  only  increased  some 
60%  since  then  to  approximately  $100 
billion.  And  in  the  corporate  pension 
field  banks  are  also  under  pressure, 
this  time  from  insurance  companies, 
to  maintain  their  hold  on  the  $100- 
billion  market. 

Revenue  from  trusts  and  pensions 
has  risen  by  over  75%  to  some  $790 
million  since  1960  as  banks  have  man- 
aged to  cut  operating  costs  and  selec- 
tively raise  rates.  But  this  is  merely 
defensive  and  encourages  more  com- 
petition. 

Will  They  or  Won't  They? 

So  Where's  the  growth  industry.' 
The  answer  is  that  many  of  the 
factors  that  are  killing  old-time  bank- 
ing are  also  creating  brand-new  op- 
portunities for  the  capital,  the  know- 
how,  the  talents  and  the  reputation 
that  the  banks  possess  in  ample  mea- 
sure. A  good  man  to  talk  with  on  the 
subject    is   Charles    C.    Smith,    senior 


vice  president  for  market  develop- 
ment at  Bankers  Trust.  Smith  thought 
so  much  of  the  opportunities  that  he 
left  his  No.  Two  spot  at  IBM  World 
Trade  Corp.  to  go  into  banking.  Says 
Smith:  "Computers  are  making  a  new 
world  of  banking  at  the  same  time  as 
they  are  cutting  into  its  traditional 
functions.  One:  They  are  leading  to 
an  internal  restructuring.  Two:  They 
are  creating  new  services  that  the 
banks  are  well  suited  to  provide." 
,  Economist  Nadler  agrees.  "If  banks 
dOn't  make  the  mistake  of  the  rail- 
roads, if  they  recognize  they're  finan- 
cial servicers,  not  just  banks,  they 
have  a  hell  of  a  future." 

Where  is  the  future?  Citizens  & 
Southern  President  Lane  says:  "The 
future  is  largely  in  services  for  the  in- 
dividual. Trust,  travel,  insurance,  per- 
sonal loans,  credit  cards — the  works. 
The  opportunities  here  are  so  broad 
that  there's  room  for  everybody." 

And  banks  like  Morgan  Guaranty 
Trust,  which  has  few  branches  and 
therefore  little  retail  business,  are  not 
necessarily  excluded.  But  these  banks 
will  have  to  expand  the  range  of  serv- 
ices offered  to  wealthy  individuals  and 
to  corporate  clients.  Many  of  them  did 
have  the  foresight  to  profitably  exploit 
banking  opportunities  abroad.  How- 
ever, Paul  Nadler  points  out  that 
"something  like  10  banks  have  most 
of  tfiat  market  locked  up.  For  the  rest 
it's  just  window  dressing." 

Computer  Power 

Banking's  brightest  opportunities 
come  directly  from  its  1.900  compu- 
ters. To  reduce  the  labor  costs  of 
handling  the  20-billion  checks  written 
annually,  banks  were  forced  to  pio- 
neer in  using  computers.  As  a  result, 
banks  own  8%  of  all  the  computers 
in  the  U.S.  and  an  estimated  17%  to 
19%  of  all  the  computer  capacity. 

Thus  in  computer  power,  leading 
banks  already  have  the  jump  on  most 
industrial  firms.  The  trick  is  going  to 
be  to  combine  money  and  computers 
to  create  a  whole  new  range  of  ser- 
vices. Since  most  business  transactions 
go  through  the  banking  system  any- 
way, banks  can  become  keepers  of 
records.  Already  they  are  issuing  pay- 
rolls, billing  accounts  receivable. 

Currently  Bank  of  America  leads 
banking  in  this  area.  "We  currently 
provide  eight  services,"  says  President 
Rudolph  Peterson,  "and  five  are  prof- 
itable now.  So  far  we've  stuck  to  of- 
fering services  that  would  have  broad 
appeal  and  are  financially  oriented. 
We've  turned  down  attractive  offers 
to  calculate  bowling  and  golf  scores 
— not  to  mention  race-track  odds." 

"If  we  do  a  businessman's  payroll, 
his  accounts  receivable  and  his  inven- 
( Continued  on  page  29) 
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(Continued  from  page  24) 
tor>  control,"  says  B  of  A  Executive 
Vice  President  A.R.  Zipf,  "we  obvious- 
ly know  a  great  deal  about  his  busi- 
ness. Thus  we  lend  him  the  maximum 
amount  on  his  receivables,  because  we 
know  that  we  could  collect  them  and 
can  determine  their  validity.  More 
important,  we  know  we  can  keep 
lim  out  of  trouble.  If  we  see  his  in- 
ventory building  up.  we  can  say,  'Har- 
ry, that's  not  too  good.  Your  inven- 
tory is  getting  too  big  for  a  business  of 
this  size  and  financial  background.' 
rhen  we  get  to  another  real  benefit. 
We  aren't  just  performing  services  at 
a  profit  to  us  at  a  fee  that's  attractive 
to  him.  We've  become  real  honest-to- 
God  counselors." 

Computerizing  the  Average  Guy 

But,  of  course,  very  big  companies 
:an  afford  to  provide  their  own  com- 
juterized  services.  The  individual, 
!ven  the  very  rich  one,  never  will, 
rhus  it  is  in  providing  services  to  in- 
ividuals  and  smill  businessmen  that 
ie  greatest  potential  lies. 

In  the  past,  banks  have  been  fol- 
owers.  not  leaders,  in  this  respect. 
3nly  late  in  the  game  did  they  move 
brcefully  into  such  services  as  personal 
cans,  and  auto  and  other  installment 
cans.  Now,  of  course,  most  banks  do 
hese  things.  But  the  fact  is  that 
ince  I960  banks  have  only  modestly 
ncreased  their  share  of  the  consumer 
nstallment  credit  market,  from  39% 
o  449c.  And  $11  billion  out  of  the 
janks'  $38-billion  share  is  low  profit 
luto  paper  repurchased  from  finance 
ompanies.  They  have  barely  scratched 
le  surface  in  the  $21 -billion  non- 
nstallment  area,  of  which  banks  have 
ittle  more  than  6%.  To  this  day  many 
janks  lend  money  wholesale  to  compet- 
ng  credit  companies  which  then  pro- 
reed  to  retail  it  themselves.  By  the  time 
he  banks  got  into  these  things  the  early 
romers  had  a  firm  foothold. 

The  same  is  true  with  business  ser- 
vices such  as  equipment  leasing,  fac- 
oring.  "Many  of  the  techniques  which 
ire  .new  to  the  banking  system,"  says 
he  Federal  Reserve's  Mitchell,  "were 
imply  adapted  from  competing  insti- 
utions  that  had  taken  all  the  risk  and 
levelopment  costs." 

Unless  the  same  thing  is  to  happen 
igain,  the  banks  will  have  to  be  ag- 
Sressive  in  newer  fields.  In  a  detailed 
:over  story  (April  J.  1967),  Forbes 
lescribed  the  changing  nature  of  mon- 
:y  in  a  computerized,  instant-com- 
Dunications  society.  It  concluded  that 
he  banks  had  a  great  opportunity 
—but  that  they  had  better  move  fast. 

Ideally  these  bankers  would  like  to 
ee  a  time  when  all  the  stores,  offices 
homes  in  the  country  were  linked 
o  a   bank   computer.    People,    using 


Banks,  like  all  other  busi- 
nesses, are  having  to  pay 
attention  to  customer  con- 
veniences. Above  is  an  Auto- 
matic Deposit  device.  Below, 
the  same  bank  offers  a  touch 
usually  associated  with  the  air- 
lines: well-groomed  hostesses 
dressed  in   tailored  uniforms. 


bank  credit  cards,  and  ordering  from 
computer  terminals  in  their  homes, 
could  make  purchases  by  phone. 

At  intervals  the  bank's  computer 
would  reappraise  an  individual's  cre- 
dit rating,  make  his  regular  payments, 
such  as  house,  car,  insurance,  utility 
and  telephone  charges.  When  the  in- 
dividual needed  a  loan,  the  computer 
would  make  him  one.  This  would  be 
a  checkless,  cashless  society. 

Some  bankers  see  this  as  an  eco- 
nomical way  for  bankers  to  extend 
to  the  individual  many  of  the  lending 
principles  they  use  with  corpvorations. 
"A  bank  might  just  write  an  in- 
dividual a  banking  contract,"  says 
Thomas  R.  Wilcox,  vice  chairman  of 
the  First  National  City  Bank.  "We'll 
do  all  these  things  for  him  and  he 
wouldn't  ever  have  to  come  here 
again.  We  could  offer  him  a  line  of 
credit — this  is  being  done  now  on  a 


small  scale.  Because  we  will  have  be- 
come the  data  center  for  all  financial 
consequences  of  an  individual's  life, 
why  shouldn't  we  prepare  his  tax  re- 
turns, his  travel  tours,  his  .  .  .?  Well, 
let  your  imagination  go  from  there. 
The  combination  of  services  we  could 
offer  has  some  very  sexy  possibilities." 
Just  how  far  banks  will  get  toward 
the  checkless  society  is  a  real  ques- 
tion. Banks  face  stiff  competition  from 
established  credit  outfits.  They  will  face 
strong  resistance  from  stores  that  have 
their  own  charge  cards  and  make  a  tidy 
sum  charging  18%  a  year  on  unpaid 
balances.  They  will  face  resistance 
from  individuals  resentful  of  banks 
having  so  much  control  over  their 
lives. 

Ideal  Image 

But  banks  do  have  some  advantages 
that  will  take  them  toward  their  goal. 
Banks  still  have  the  image  of  being 
pillars  of  the  community.  That  gives 
them  an  advantage  over  other  issuers 
of  credit  cards.  "One  of  the  horrible 
but  inescapable  things  in  American 
life  is  that  everyone  needs  to  be  able 
to  show  a  credential,"  says  Citibank's 
Wilcox.  "Without  one,  1  might  be 
Hobo  Joe  to  the  fellow  I'm  going  to 
try  to  separate  from  a  service  or  some 
merchandise."  Best  of  all,  banks  do 
have  the  ability  to  make  automatic 
loans  to  people  who  use  credit  cards. 
Few  competitors  can   mrttch   that. 

Thus,  at  the  same  time  that  their 
traditional  roles  are  fading,  bankers 
now  have  at  least  the  technical  ability 
to  get  into  other  forms  of  financial 
services:  mutual  funds,  insurance,  cre- 
dit cards,  and  even  nonfinancial  ser- 
vice businesses  like  travel  agencies. 

How  banks  should  widen  their  pene- 
tration of  the  consumer  market  is  a 
touchy  subject  these  days.  Chairman 
Sidney  Friedman  of  the  National 
Bank  of  North  America  predicts  some 
banks  will  take  a  page  from  CIT 
Financial  and  form  one-bank  holding 
companies.  (Friedman's  own  bank  on 
Long  Island  was  acquired  by  CIT.) 
"I  spoke  to  one  large  bank,"  Fried- 
man says,  "and  the  guys  said,  'We're 
thinking  of  doing  that.  Now  somebody 
big  is  going  to  break  the  ice.'  "  The 
Union  Bank  of  Los  Angeles  set  up 
such  a  holding  company  last  year. 
The  $1.3-billion  Wachovia  Bank  and 
Trust  of  North  Carolina  has  asked  its 
stockholders  to  vote  on  the  idea.  If 
they  chose  to,  these  holding  companies 
could  acquire  manufacturing  or  retail 
operations,  as  CIT  has  done. 

Bankers  Trust  and  Irving  Trust 
formed  multi-unit  bank  holding  com- 
panies with  narrower  aims:  They  are 
trying  to  gain  the  advantages  of  state- 
wide banking  by  acquiring  New  York 
State  banks  outside  of  New  York  City. 
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Some  bankers  believe  this  type  of 
holding  company  will  be  the  principal 
way  banks  will  expand  in  the  future. 

Banking  is  a  service  industry.  Only 
recently  has  this  dawned  on  most 
bankers.  They  have  thought  of  them- 
selves chiefly  as  middlemen  between 
those  who  had  money  and  those  who 
needed  it.  This  is  no  longer  enough. 
"Today,"  says  Citibank's  Wriston,  "the 
cost  of  carrying  some  corporate  de- 
mand deposits  often  outweighs  any- 
thing you  make  on  them." 

"Most  banks  are  organized  func- 
tionally," says  McKinsey's  Smith. 
"The  fellows  who  are  providing  the 
funds — ^the  moneymen — have  no  com- 
munication with  the  men  who  are 
lending  the  money.  The  banker  by 
and  large  doesn't  know  his  costs, 
where  his  revenues  are  really  coming 
from.  Most  bankers  don't  plan,  don't 
program  and  don't  measure  the  per- 
formance of  individual  officers." 

To  exploit  new  business,  Smith 
claims  banks  will  have  to  run  their 
operations  on  a  profit-and-loss  basis. 
They  will  have  to  organize  themselves 
more  like  industrial  corporations,  as 
have  Bankers  Trust,  Charter  New 
York  and,  more  recently,  First  Na- 
tional City.  They  will  also  have  to 
bring  in  people  with  new  skills.  They 
need  this  because  instead  of  just  com- 
peting with  other  banks  they  now  will 
be  competing  with  more  aggressive 
rivals. 

Banks  today  will  have  to  take  on 
such  varied  competitors  as  American 
Express,  who  late  last  month  an- 
nounced it  intended  to  merge  with 
Fund  American  Companies,  a  $l.4-bil- 
lion  (assets)  financial  conglomerate  of 
insurance,  mutual  funds  and  computer 
leasing.  Then  there  are  companies  like 
Transamerica  Corp.  (assets  $2.9  bil- 
lion), a  broad  based  service  and  lei- 
sure company;  credit  operations  like 
Dun  &  Bradstreet  (revenues  $237  mil- 
lion); insurance  and  finance  companies 
like  Commercial  Credit  (assets  $3.1 
billion). 

There  are  also  a  host  of  service 
bureaus  and  industrial  corporations 
who  are  using  the  computer  to  provide 
services  similar  to  those  the  banks 
plan  to  use.  One  thing  the  banks'  com- 
petitors have  in  common  is  that  they 
have  a  sales  force  trained  to  go  out 
and  get  the  business  while  the  banks 
don't. 

Bank  of  America  President  Peter- 
son warns  that  the  service  field  will 
not  be  an  easy  one.  Banks  have  no 
monopoly  on  this  market  as  they  do 
on  holding  demand  deposits.  Any  bank 
that  brings  out  a  new  service  will  not 
only  be  copied  by  other  banks  but 
by  computer-service  companies  and 
anyone  else  who  wants  to  get  in  the 
business  too.  Peterson  claims.  "There's 
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Today's  bank  decor  is  a  far 
cry  from  the  huge,  cold  halls 
and  enclosed  high  counters  of 
a  generation  ago.  Here,  under 
an  Alexander  Calder  mobile, 
a  friend  at  Chase  Manhattan 
talks  with  a  would-be  borrow- 
er in  a  Park  Avenue  office. 


no  gravy  period  in  which  you  can  get 
the  profit  you'd  like  to  have.  It's  narrow 
right  from  the  beginning." 

Launching  one  of  these  new  ser- 
vices will  require  a  kind  of  risk-taking 
to  which  most  bankers  are  unused.  For 
instance,  Bank  of  America  had  to 
make  a  risk  investment  of  $1.3  mil- 
lion just  for  research  and  program- 
ming in  its  now  highly  successful  pay- 
roll service.  Then  the  bank  had  to  be 
willing  to  lose  money  on  the  service 
until  the  break-even  point  was  reached. 

Legal  Problems 

Another  possible  roadblock  which 
could  keep  bankers  from  their  new 
markets  is  regulation.  "The  question," 
says  B  of  A  Senior  Vice-President  and 
Chief  Economist  Walter  Hoadley,  "is 
not  whether  banks  can  compete,  but 
whether  they  will  be  allowed  to." 

"Bankers  have  always  talked  about 
being  financial  department  stores," 
says  CIT's  Friedman,  "but  they  still 
do  little  about  it.  You  can  see  real 
attempts  being  made  by  innovators 
such  as  First  National  City  Bank,  but 
they  seem  to  get  knocked  down  on 
every  new  thing  they  try." 

Friedman  thus  put  his  finger  on  the 
problem  of  identifying  real  banking 
innovators.  The  aggressive  ones  are 
the  ones  who  do  try,  who  don't  run 
away  from  the  difficulties  of  law  suits. 
Insurance  agents  are  suing  Citizens  & 
Southern  to  stop  the  bank  from  sell- 
ing insurance.  In  Massachusetts  trav- 
el  agents   are  suing  the   South   Shore 


National  Bank  to  prevent  it  from  en- 
tering the  travel  business.  A  public 
accountants  association  wants  legis- 
lation passed  in  Congress  to  keep 
banks  out  of  the  accounting  field. 
Congressman  Wright  Patman,  chair- 
man of  the  House  Banking  &  Cur- 
rency Committee,  likes  to  pose  as 
David  fighting  the  banking  Goliath 
artd  would  like  to  get  banks  out  of 
the  credit-card  field. 

In  Rhode  Island  a  key  case  is  in  the 
courts.  This  is  a  test  case  on  the  ruling 
of  ex-Comptroller  of  the  Currency 
James  J.  Saxon  that  national  banks 
have  the  right  to  do  anything  inci- 
dental to  the  banking  function.  A  data- 
processing  company  is  suing  the  In- 
dustrial National  Bank  of  Rhode 
Island  to  prevent  it  from  selling  com- 
puter services. 

"Put  simply,  everyone  is  trying  to 
get  into  our  business,  but  when  we  try 
to  get  into  theirs,  we  run  into  the 
laws,  the  Patmans  or  the  courts,"  says 
Citibank's  Laeri. 

But  bankers  have  a  lot  of  prestige 
and  power,  too.  They  did  get  a  new 
law  passed  in  New  York  State  to  let 
state  banks  go  into  equipment  leasing. 
There  are  a  number  of  pro-banking 
bills  in  Congress  which  will  probably 
make  it  into  law  in  a  few  years,  such 
as  the  Revenue  Bond  Bill,  which  would 
allow  banks  to  underwrite  revenue . 
bonds  of  state  and  local  governments, 
and  legislation  which  would  allow* 
banks  to  operate  what  amounts  to 
mutual  funds. 

If  they  are  to  seize  these  opportu- 
nities and  overcome  the  handicaps, 
banks  will  have  to  have  aggressive, 
farseeing  management.  This  the  in- 
dustry has  not  always  been  known  for. 
Jim  Saxon,  a  fiery  critic  of  his  own 
profession,  says  of  the  banking  asso- 
ciations: "They  have  not  been  very 
alert  or  broad  in  their  views.  They 
tend  to  be  membership-minded.  It's 
easier  for  these  backward  groups  to 
maintain  the  status  quo." 

But  even  Saxon  concedes  things  are 
changing.  And  says  Citibank's  Laeri, 
who  is  also  current  American  Bank- 
ers Association  president:  "These  were 
valid  accusations  five  years  ago.  Some- 
one said  that  bankers  were  suffering 
from  depression-induced  brain  dam- 
age. But  today  younger  bank  man- 
agers are  asking,  'Why  do  we  do 
things   this   way?'  " 

These  younger  men  are  going  to 
have  their  work  cut  out  for  them. 
Not  for  decades  has  good  manage- 
ment been  so  important  to  the  bank- 
ing business — and  to  its  stockholders. 
Unlike  the  recent  past,  ambitious  man- 
agers are  not  going  to  be  fettered  by 
tradition  and  by  institutionalized  re- 
lationships. And  the  poorly  managed 
banks  will  have  no  place  to  hide.  ■ 
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That's  what  mutual  fund  and  other  institutions  will  be  able  to  tell  their 
customers  about  stock-market  commissions  if  the  SEC  has  its  way. 


The  Securities  &  Exchange  Commis- 
sion last  month  did  something  it  has 
been  talking  about  for  a  long  time.  It 
proposed  that  New  York  Stock  Ex- 
change member  firms  slash  brnkeraae 
fees  on  all  transactions  over  400  shares 
or  S50.000.  Now  on  a  typical  SI -mil- 
lion transaction,  the  brokers  on  each 
side  of  the  transaction  collect  about 
S9.000  each  for  a  total  of  $18,000  or 
1.89c;  under  the  proposed  rules  they 
would  get  only  about  55,000  each  for  a 
total  of  1  % .  Or.  if  Wall  Street  doesn't 
adopt  such  volume  discounts,  the  SEC 
proposed  thai  fixed  commission  rates 
on  large  trades  be  eliminated.  This,  of 
course,  would  open  up  competitive 
bidding  between  brokers. 

On  July  1.  the  SEC  will  start  a 
series  of  hearings  on  the  commission 
rate  structure.  These  are  likely  to  re- 
sult in  violent  objections  by  Wall 
Street  on  the  new  proposals.  "We're 
not  going  to  take  this  lying  down," 
vowed  one  broker. 

"We  had  pretty  much  prepared 
ourselves  for  a  discount  on  large-lot 
trades."  said  another  broker.  "But  no 
one  was  prepared  to  see  commissions 
on  immensely  profitable  institutional 
business  cut  right  in  half." 

Why  did  SEC  Commissioner  Man- 
uel F.  Cohen  ask  for  such  big  cuts? 
The  fact  is.  the  brokerage  business  is 
becoming  so  profitable  as  to  be  almost 
embarrassing.  So  much  so  that  the 
industry  is  actually  considering  turn- 
ing away  some  business.  Swamped  in 
paperwork,  all  three  major  trading 
arenas,  the  New  York  Stock  Ex- 
change, the  American  Stock  Ex- 
change and  the  over-the-counter  mar- 
kets, are  going  to  shut  down  on 
certain  days.  Investors  paid  Wall 
Street  some  $4  billion  in  stock-ex- 
cKange  commissions  last  year,  and 
the  take  could  reach  $5  billion  in  1968. 
That  makes  Wall  Street  perhaps  the 
greatest  growth  industry  in  the  U.S. 
A  scant  decade  ago  annual  brokerage 
revenues  from  the  two  major  ex- 
changes amounted  to  only  about  $400 
million  a  year.  If  the  SEC  proposals 
were  to  go  through,  they  might  cut 
the  gross  by  as  much  as  $500  million. 

A  substantial  part  of  the  boom  has 
been  produced  by  the  growing  in- 
stitutionalization of  equity  investing. 
Institutional  investors  now  account  for 
at  least  50%  of  the  NYSE's  total 
volume,  hold  25%  of  total  market 
value  and  have  increased  their  large- 


block  trading  90%  in  the  last  year. 
Institutional  and  block  trading  are  far 
and  away  the  most  profitable  kinds  of 
brokerage.  The  reason  is  that  it  doesn't 
take  anything  like  100  times  as  much 
effort  or  manpower  to  handle,  say,  a 
10,000-share  order  as  it  does  to  handle 
a  lOO-share  one.  This  fact  has  given 
rise  to  commission  splitting.  Knowing 
that  the  brokers  make  a  big  margin 
of  profit  from  handling  their  orders, 
the  funds  request  the  broker  who  exe- 
cutes the  order  to  "give  up" — that  is, 
to  split  the  commission  with  another 
broker.  The  beneficiary  had  nothing 
to  do  with  the  order  in  question,  but 
the  fund  was  obligated  to  him  for 
other  reasons:  perhaps  for  putting  cus- 
tomers into  this  particular  fund.  The 
SEC  also  proposes  that  this  practice  be 
restricted. 

Secret  Swingers.  The  brokers  have 
had  almost  everything  going  for  them. 
Add  to  the  trend  to  big  blocks  the 
high  public  interest  in  the  market  these 
days.  Add  further  the  new  interest  of 
big  institutions  in  performance  and 
hence  in   fast   trading   of   big  blocks. 

Only  a  few  firms  report  detailed 
figures,  but  those  that  do,  show  im- 
pressive results.  Bache  &  Co.  showed 
1967  profits  of  $10.4  million  after 
taxes,  up  44%  from  the  year  before. 
Francis  I.  du  Pont  increased  its  net 
37%  to  $5.9  million,  and  Merrill 
Lynch  showed  earnings  up  27%  to 
$54  million.  Return  on  capital  is 
mouth-watering  indeed:  34%  for 
Merrill  '  Lynch,  followed  by  Bache 
with  19%   and  du  Pont  with  11%. 

Even  these  figures  don't  begin  to 
tell  the  growth  story.  Only  insiders 
know  how  much  the  partners  of  these 
firms  draw  in  pay  and  bonuses,  since 
salaries  are  included  in  costs.  But  at 
the  end  of  last  year  it  was  not  un- 
common for  a  skilled  large-block 
trader  to  receive  a  $100,000  bonus  on 
top  of  his  already  high  income.  Last 
year's  volume  didn't  even  approach 
what's  going  on  this  year,  yet  many 
houses  paid  bonuses  of  100%  to  all 
employees.  Stories  were  rife  of  brokers 
making  over  $250,000  a  year  in  com- 
missions; a  woman  in  Washington  is 
making  nearly  $100,000  just  selling 
mutual  funds. 

Stock-exchange  commissions  aren't 
the  only  source  of  revenues.  Under- 
writings.  investment  counseling,  fund 
commissions,  bond  commissions,  over- 
the-counter   dealings — all    added    per- 


haps $1  billion  to  the  $4  billion  in 
stock  commissions.  And  that  was  last 
year.  This  year  will  be  considerably 
higher. 

At  a  time  when  most  industries  are 
suffering  cost-price  squeeze,  the  brok- 
erage business  seems  to  be  escaping  it. 
As  computers  come  in  to  replace  the 
old  hand-work  methods,  costs  should 
go  down.  Moreover,  the  leverage  is 
extremely  favorable.  Official  stock-ex- 
change figures — which  tend  to  exag- 
gerate costs  for  obvious  reasons — 
show  that  over  a  9.8-million-share 
daily  volume  almost  every  dollar  taken 
in  is  profit  for  the  firm  and  its  sales- 
men, pure  gravy.  It's  very  rich  gravy 
this  year,  with  an  average  volume  of 
14  million  shares. 

"The  20-miIlion-share  day  on  the 
New  York  Stock  Exchange  will  be 
an  everyday  occurrence  within  the 
next  three  to  five  years,"  says  George 
Weiss,  Bache's  new  chairman,  "and 
the  30-million-share  day  within  the 
foreseeable  future." 

From  Two  Sides.  No  one  yet  knows 
what  will  come  out  of  the  SEC  pro- 
posal. SEC  Chairman  Cohen  is  well- 
known  as  a  horse  trader,  and  his  stiff 
proposal  may  be  only  a  bargaining 
point.  But  the  SEC  does  have  the 
power  to  make  the  proposal  a  rule 
after  it  holds  hearings. 

At  any  rate,  his  proposal  is  just  a 
part  of  a  whole  reappraisal  of  the 
stock-market  rate  structure.  The  Jus- 
tice Department,  looking  at  the 
NYSE,  said  in  April  that  "the 
maintaining  of  an  effective  auction 
market  does  not  appear  to  justify 
the  fixing  of  minimum  commission 
rates  by  the  NYSE."  Also,  it  said, 
"Revision  of  the  NYSE  commission 
rate  structure  should  be  accompanied 
by  appropriate  action  to  permit 
access  to  the  NYSE  market  by  broker- 
dealers  not  now  members  of  the 
NYSE,  on  a  fair  and  equitable  basis." 
Behind  this  legal  language  lies  a  threat 
to  the  very  foundation  of  the  broker- 
age business. 

All  of  this,  of  course,  has  been 
brought  down  on  the  brokerage  busi- 
ness by  its  very  visible  and  lavish 
prosperity.  What  the  SEC  is  asking, 
in  effect,  is  that  some  of  this  prosperity 
be  passed  back  to  mutual-fund  and 
other  investors  in  the  form  of  lower 
brokerage  commissions.  Wall  Street  is 
resigned  to  something  like  this.  The 
only  question  is:  How  much?  ■ 


JhB  nation's  need- an  imperative  for  change  The  umted  states  has  faiien 

far  behind  every  highly  industrial  nation  in  shipbuilding  and  marine  com- 
mrce  Today  our  country  ranks  thirteenth  among  shipbuilding  nations.  We 
^ansDort  only  eight  per  cent  of  our  cargo  in  Amencan-flag  ships  Our  ship- 
buildfno  industry^as^een  little  change  since  World  War  II.  Block  obsoles- 
cence threatens  our  naval  and  merchant  fleets.  Significant  improvement  in  the 

p     itr-ethodology  and  economics  of  the  A-rican  shipbud^^^^^^^^ 
is  necessary  to  the  security  and  economic  well-being  of  the  United  States. 

Answerino  the  need -T/je  Shipyard  of  tijefoture  unon  industries  and  the 

S^a  e  of  Mississippi  jointly  afe  creating  a  completely  new  $130  milhon  ship- 
manufacturing  fadhty  at  the  Port  of  Pascagou  a  on  the  Gulf  of  Mexico.  Con- 
struction is  underway  with  completion  scheduled  for  mid-1970. 

Designed  by  Litton  to  produce  the  very  large  and  complex  hardware  for 
tomorrow's  water-borne  transportation,  logistics  and  weapons  systems,  this 
facility  differs  radically  from  conventional  shipyards  in  both  physical  layout 

and  operational  concept.  ,        ,      i  u    t  ^^^ 'o 

Owned  by  the  State  of  Mississippi  and  operated  under  lease  by  Litton  s 
Ingalls  Shipbuilding  Division,  the  Shipyard  of  the  Future  will  be  the  most 
highly  mechanized,  most  technologically  advanced  ship  production  facihty  in 
the  world.  It  is  the  first  new,  major  forward  leap  toward  high  volume,  manu- 
facturing flexibiUty,  high  efficiency  and  series  production  of  ships  smce  World 
War  II. 
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Worlfina  toaether  to  create  the  Shipyard  of  the  Futore,  Litton  industries 

and  the  state  of  Mississippi  found  their  approaches  to  problem-solving  and 
opportunity-development  similar.  The  state  government  and  the  private  cor- 
poration, each  acting  in  its  own  self-interest,  coordinated  their  efforts.  Public 
and  private  interests  merg-d  to  achieve  a  common  goal.  Thus  was  pioneered 
a  new  relationship  through  which  corporate  growth  and  regional  development 

both  are  accelerated.  ,  .    .      ,  j     ^       ^„  +v,ic 

Litton's  President,  Roy  L.  Ash,  expressed  it  m  these  words:  .  .  .  on  this 
great  project,  when  the  forces  of  an  enterprising  company  and  an  enterprising 
state  were  harnessed  together,  a  whole  new  potential  for  accomplishment  and 
fulfillment  was  brought  into  existence." 

"The  leaders  of  Mississippi  understand  the  systems  approach  and  the 
desirability  of  innovation.  This  is  why  I  see  a  common  thread  of  leadership 
running  between  Mississippi  and  Litton  Industries,"  says  Ellis  B.  Gardner, 
Senior  Vice  President  heading  Litton's  Marine  Group  and  its  Ingalls  Ship- 
building Division.  "This  is  why  Litton  and  Mississippi  have  begun  to  inno- 
vate together."  ,       ,       .         ,  •     j 

Mississippi's  "Success  Sequence"  —  research,  planning,  then  organized 
action  — is  the  state's  adaptation  of  the  systems  concept  to  regional  deve  op- 
ment  The  program  is  spearheaded  by  the  Mississippi  Research  and  Develop- 
ment Center  and  implemented  at  the  state  level  by  the  Mississippi  Agricultural 
and  Industrial  Board,  cooperating  with  multi-county  development  districts, 
community  development  organizations  and  private  developers. 

The  conceptual  validity  and  the  operating  effectiveness  of  Mississippi  s 
developmental  innovation  have  been  tested  and  proved  in  the  Shipyard  of  the 
Future  project.  Now  it  has  been  demonstrated  that  the  state  government  can 
and  will  act  in  concert  with  future-oriented  major  corporations  to  create  the 
prototypes  of  future  industries. 
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Mississippi  is  the 


Mississippi's  invitation--  The  Litton  Mississippi 
experience   has   opened   virtually  unlimited 
possibilities  for  additional  public-private  coop- 
eration in  identifying  and  acting  upon  the  op- 
portunities inherent  in  rapid  change.  Corporate 
management  and  planning   executives   are   in- 
^        vited  to  discuss  v^ith  Mississippi's  innovating 
^         leadership,   in   confidence,   any   lines   of   joint 
*^     activity.  Make  your  initial  contact  with  Brad 
y   >      Dye,  Ir.,  Director,  Mississippi  Agricultural  and 
/'y,   Industrial  Board.  Address:  State  Office  Build- 
^|..:ingi.  Jackson,   Mississippi  39201.  Telephone 
-    ^^^01/^55-9361,  Extension  261. 


Situation,  Lousy;  Progress,  Imperceptible 

In  a  troubled  supermarket  industry,  National  Tea  is  one  of  the  most 
troubled  companies.  After  seven  years  of  trying,  its  chief  executive 
hasn't  been  able  to  do  much  about  the  most  basic  problems. 


Chicago's  National  Tea  Co.  has  the 
unenviable  distinction  of  being  a  be- 
low-average company  in  an  industry 
with  below-average  growth  prospects. 
For  example:  1967  profits.  They 
dropped  9%  to  $1.18  a  share.  This 
in  itself  wasn't  unusual  in  a  year 
when  severe  price  competition  made 
things  difficult  for  all  food  retailers. 
But  National's  earnings  were  lower 
than  the  $1.33  a  share  it  earned  in 
1958  and  were  based  on  9%  fewer 
shares  outstanding  than  in  1966. 

National's  1967  net  profit  margin  of 
0.8%  (on  sales  of  $1.15  billion)  was 
low  even  for  a  low-margin  industry.  It 
compared  with  Winn-Dixie's  2.3%, 
Safeway's  1.5%  and  archrival  Jewel's 
1.4%.  The  company's  average  sales 
increase  in  the  past  five  years  has  only 
been  3.2%,  compared  with  Jewel's 
12%  and  Kroger's  7.6%.  National's 
recent  stock  price  of  $15.50  a  share 
is  just  about  book  value  and  well  down 
from  a  ten-year  peak  of  $25  in  1959. 
(There's  no  danger  of  a  takeover  at- 
tempt, however,  since  the  W.  Garfield 
Weston  interests  in  food  manufactur- 
ing and  distribution  in  Canada  control 
57%  of  National's  stock.) 

Norman  Stepelton,  a  34-year  Na- 
tional Tea  veteran  and  its  president 
since  1961,  knows  very  well  what  the 
country's  sixth-largest  supermarket 
chain's  problems  are.  For  one  thing, 
it  was  late  to  see  the  industry's  need 
to  sell  more  drug-store  and  discount- 
store  type  merchandise,  which  have 
higher  profit  margins  than  does  food. 
"Food  in  itself  is  getting  discounted  all 
over  the  U.S.,"  says  Stepelton.  "It's 
hard  to  get  1  %  and  that's  pretty  thin." 
National  hasn't  earned  1%  of  sales 
since  1961. 

In  Pursuit.  Trying  to  catch  up  with 
the  industry  move  to  the  "one-stop 
shopping"  concept,  National  set  up 
its  first  Kare  Drug  department  about 
four  years  ago  and  now  has  70  in 
ooeration.  But  Jewel,  Stepelton's  big 
Chicago-area  competitor,  bought  the 
Osco  drug  chain  in  1961  and  now 
has  134  drug  units.  Kroger,  another 
big  Midwest  competitor,  started  its 
own  drug  units  in  1961  and  now 
has  309. 

Stepelton  says  the  company  started 
planning  drug  units  several  years  ago. 
"We  thought  we  should  acquire  a  drug 
chain  to  give  us  a  i-road  base  to  work 
from.  We  just  could nt  find  the  right 
organization.    After   looking    for   two 
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years,  we  decided  to  try  it  on  our 
own."  Stepelton  is  putting  National 
into  the  general-merchandise  field  by 
expanding  the  size  of  his  drug  depart- 
ments so  they  can  handle  fast-moving 
items  like  toasters,  sun  dresses  and 
kids'  tennis  shoes.  Many  of  his  new 
stores  have  10,000  to  12,000  square 
feet  of  selling  space  (twice  the  size  of 
most  of  the  older  stores),  to  accom- 
modate the  new  merchandise. 

But  here  again.  National  is  late 
coming  into  the  picture.  Jewel  bought 
the  Turnstyle  self-service  department 
store  operation  in  1962  and  now  has 
nine  such  stores.  Grand  Union,  an 
Eastern  supermarket  chain,  has  29 
general-merchandise  stores. 

Stepelton  hopes  increased  nonfood 
business  will  push  his  after-tax  profit 
margin  up  to  1.5%  in  five  years.  That 
would  be  a  sharp  improvement  for 
National,  to  be  sure,  but  companies 
like  Safeway  and  Jewel  are  already 
at  that  level.  And  raising  National's 
margin    to    1.5%    certainly  won't   be 


easy.  As  the  supermarket  chains  step 
up  the  competition  in  the  drug  and 
general  merchandise  field,  margins 
there  could  be  squeezed  some  too. 
Stepelton  comments:  "Historically 
they  [nonfoods]  have  made  a  better 
margin.  We  hope  historically  they 
continue  to.  It's  been  working  that 
way." 

"  More  Problems.  National  has  lagged 
behind  some  of  its  competitors  in 
other  areas  too.  For  example,  not 
until  Stepelton  became  president  did 
National  form  its  own  real-estate  com- 
pany and  thereby  gaining  better  con- 
trol over  costs  when  developing  store 
property.  The  company  was  also  late 
in  realizing  that  it  should  hire  college 
graduates  to  train  as  future  managers. 
An  industry  executive  traces  this  fail- 
ure to  Stepelton's  predecessor  Harley 
V.  McNamara  who,  he  says,  "only 
went  to  fifth  grade  and  didn't  mind 
telling  everybody  this." 

So  far,  these  are  problems  that  the 
likeable,  soft-spoken  Stepelton  has 
been  able  to  do  something  about.  He 
has  one  problem  that  he  hasn't  been 
able  to  overcome.  That's  his  territory. 
National's  food  stores  dot  the  map 
from  Pittsburgh  to  Denver,  from  Min- 
neapolis-St.  Paul  to  New  Orleans,  an 
area  that  Stepelton  says  is  the  "most 
competitive  in  the  U.S."  Significantly, 
Kroger  expanded  to  the  fast-growing 
West  Coast  in  1963.  Stepelton  points 
out  that,  outside  of  the  Chicago  area, 
there's  been  a  minimum  of  popula- 
tion growth  in  the  Midwest.  He  notes 
that  the  population  in  the  Pittsburgh 
area  has  actually  been  declining.  He 
looks  with  envy  at  Safeway,  with  its 
big  block  of  stores  on  the  West  Coast. 
Stepelton  continues:  "We're  in  indus- 
trial areas  where  the  cost  of  every- 
thing is  pretty  much  at  a  high  level 
— the  cost  of  land,  the  cost  of  leas- 
ing stores,  the  cost  of  all  the  labor 
we  use."  Then  he  mentions  that 
Winn-Dixie,  in  the  Southeast,  hasn't 
had  to  deal  with  a  union  until  just 
recently. 

Solution?  The  real  answer  to  the 
territory  problem,  of  course,  would 
be  to  expand  into  faster-growing  areas. 
But  National  can't  acquire  another 
food  retailer  without  Federal  Trade 
Commission  approval  for  anothei 
eight  years.  Stepelton  thinks  the  com- 
pany could  get  the  go-ahead  to  buy 
stores  in  an  area  where  it  doesn't  now 
do  business  and  "I'd  surely  at  least 
inquire"  if  the  opportunity  arose. 

This  problem,  like  National's  others, 
can  be  blamed  on  past  management 
but  Stepelton  has  been  the  chief  execu- 
tive for  seven  years  and  he  hasn't  been 
able  to  get  profits  up  yet.  If  he  has 
the  answers,  he  hasn't  yet  shown  whai 
they  are.   ■ 

FORBES,  JUNE  15,  19K 


"If  you  ask  me,  ChuckJ'd  say  GENESCO 
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And  she's  not  just  talking  about  the  latest  fashions  for  herself  or  the  best  buy 
in  children's  shoes.  She's  talking  business.  Leave  it  to  the  wives  and  mothers  to 
realize  that  clothing  the  whole  family  is  not  just  a  big  job.  It's  a  major  industry. 

Genesco  does  $950,000,000  in  annual  sales;  distributes  its  wearables  through 
24,000  stores,  under  many  different  brand  names;  makes  news  with  its  con- 
tinuous growth,  from  within  and  through  acquisition. 

Riders,  walkers,  joggers,  fliers:  Send  for  Genesco's  Annual  Report.  If  will  give  you  more 
data  on  the  world's  largest  manufacturer  of  things  to  wear,  for  men,  women  and  children. 


FORBES,  JUNE  15.  1968 


GENESCO  INC.  leal 

Box  F,  Genesco  Bldg.,  730  Fifth  Avenue,  New  York,  N.Y.  10019.  JU  2-9090 
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Grace's  Fall  from  Grace 

In  two  years  W.R.  Grace  stock  has  fallen  from  20 
times  earnings  to  15  times.  What  went  wrong? 


Not  so  long  ago  W.R.  Grace  &  Co. 
was  one  of  the  darlings  of  Wall  Street. 
In  1964  and  1965  its  stock  sold  at  20 
times  earnings.  There  had  been  five 
years  of  uninterrupted  earnings  growth, 
and  Grace  was  firmly  astride  some 
promising  markets:  Chemicals  ac- 
counted for  about  60%  of  sales;  food 
and  consumer  products  for  some 
20%,  while  the  company's  original 
business,  investing  in  Latin  America, 
was  a  small  but  promising  sideline. 

But  Grace  has  fallen  from  grace. 
Today  its  stock  sells  at  only  about 
15  times  last  year's  earnings  and  is 
down  40%  from  its  1966  high  in  a 
stock  market  that  is  currently  up  more 
than  16%. 

What  happened?  A  number  of 
things.  Grace  originally  went  into 
chemicals  as  a  means  of  reducing  its 
dependence  on  Latin  America.  But 
in  the  early  Sixties,  Chief  Executive 
Officer  J.  Peter  Grace,  grandson  of  the 
founder,  shifted  gears.  He  launched  a 
major  reinvestment  program  in  the 
company's  original  Latin  American 
stronghold.  He  liquidated  its  long-lan- 
guishing airline  investment  (Panagra), 
but  set  up  outposts  for  its  expanding 
chemical  and  food  operations.  At  the 
same  time  he  established  Grace  as  a 
major  Latin  American  producer  of 
paper  and  boxes.  All  told,  Grace  spent 
something  like  $90  million  in  Latin 
America  in  just  under  eight  years, 
including  more  than  $20  million  in 
1967  alone. 

Last  year  Grace's  original  misgiv- 
ings about  Latin  America  came  back 
to  haunt  him.  At  a  time  when  Grace 
was  struggling  with  local  plant  start- 
up problems,  there  were  devaluations 
in  Peru,  Colombia  and  Argentina, 
where  Grace  had  invested  heavily. 
The  result:  Grace's  Latin  American 
earnings  dwindled  from  20%  of  net 
in  1966  to  a  mere  5%  in  1967.  Com- 
ing at  a  time  when  Grace's  chemical 
earnings  were  off  modestly  in  line 
with  the  industry,  the  dip  in  Latin 
America  depressed  total  1967  earnings 
by  23%. 

"Ultimately."  Peter  Grace  sighs, 
"we  decided  Latin  America  should 
contribute  about  5%  of  our  earnings. 
Well,  we  were  right  on  target  in  1967, 
but  that  wasn't  the  vsay  we'd  intended 
to  do  it."  Grace  has  no  intention  of 
pulling  back  again  in  Latin  America; 
but  he's  not  investing  heavily  there 
any  more  cither.  "We  don't  want  to 
be  in  a  position  where  gyrations  like 


Grace   of   W.R.   Grace 

last  year's  can  knock  our  earnings 
down  23%,"  he  says. 

Buying  and  Selling.  But  Latin 
America  is  only  part  of  the  problem. 
The  on-again,  off-again  attitude  that 
Peter  Grace  displays  toward  Latin 
America  shows  up  in  other  Grace 
ventures.  Since  1960,  for  instance, 
Grace  has  acquired  some  31  compa- 
nies and  in  the  same  period,  has  sold 
in  whole  or  part  12  companies  or 
divisions.  In  1960  Peter  Grace  bought 
into  Cosden  Petroleum  for  about 
$39  million  and  sold  it  three  years 
later  to  American  Petrofina  for  over 
$40  million.  In  1963  he  was  ex- 
panding in  polyethylene;  in  1966  he 
got  out  of  it  altogether,  selling  his 
holdings  to  Allied  Chemical  for  close 
to  $30  million.  A  year  earlier  he  sold 
the  Grace  National  Bank  for  roughly 
$30.5  million  and  last  year  disposed 
of  his  interest  in  Panagra  for  $15 
million. 

Just  last  year  he  sold  off  to  GAF 
Corp.,  (formerly  General  Aniline  & 
Film)  for  $30  million  the  26%  in- 
terest he  had  so  painfully  acquired  in 
Ruberoid  a  year  earlier.  Recently  he 
agreed  to  sell  ofi"  a  51%  interest 
in  Van  Houton  Chocolate  (acquired 
in   1962).  Grace  frankly  admits  that 


he'd  be  delighted  to  sell  off  Grace 
Lines  as  well  if  he  could  find  a  suitable 
buyer.  "Our  future,"  Grace  says, 
"isn't  in  transportation." 

When  Peter  Grace  says,  "We're  not 
married  to  any  one  of  our  businesses," 
he's  stating  the  obvious. 

This  is  not  to  say  that  Wall  Street's 
onetime  enthusiasm  for  W.R.  Grace 
v^'as  entirely  misplaced.  Grace  did  suc- 
ceed in  raising  the  company's  return 
on  equity  from  6.6%  in  1960  to 
12.8%  in  1966.  And  the  company 
has  come  a  long  way  since  Peter 
Grace  took  over  the  running  of  the 
family  business  in  1945.  Today  Grace's 
sales  are  running  at  an  annual  rate 
of  $1.5  billion  vs.  $200  million  in 
1950.  But  its  return  on  equity,  even  at 
12.8%,  was  barely  average:  and  with 
both  chemicals  and  Latin  America  in 
trouble  last  year,  Grace  earned  only 
8.1%  and  seems  likely  to  do  only 
moderately  better  this  year. 

More  so  than  it  is  in  most  com- 
panies, the  responsibility  for  such  a 
record  is  the  CEO's  own.  As  one 
former  Grace  executive  puts  it,  "Peter 
Grace  is  W.R.  Grace  &  Co."  For  the 
success  of  W.R.  Grace's  chemical  di- 
vision, he  gets  no  small  credit.  "To 
have  successfully  taken  on  Monsanto 
and  Carbide,"  says  one  banker,  "is  no 
small  accomplishment." 

Thousands  of  reports  and  analyses 
flow  over  his  desk  each  year,  and  he 
has  surrounded  himself  with  a  highly 
competent  staff  of  financial  analysts  to 
explore  opportunities. 

"They  always  collect  an  enormous 
amount  of  data,"  says  one  former 
Grace  analyst.  "The  data  for  the 
Miller  Brewing  Co.  acquisition  was 
the  size  of  a  big-city  telephone  book." 
Says  another:  "He's  an  extraordinary 
man.  I  don't  think  I've  ever  seen  any- 
one with  a  more  comprehensive  knowl- 
edge of  what  he  wants  to  do."  Grace 
is  determined  to  upgrade  the  family 
business. 

Even  so,  the  record  has  its  flaws. 
If  Grace  knows  precisely  what  he 
wants  to  accomplish,  he  is  far  less 
certain  of  just  how  to  go  about  doing 
it.  In  assessing  a  prospective  acquisi- 
tion, he  has  tended  to  rely  too  heavil> 
on  historical  financial  data,  paying 
only  scant  attention  to  the  broadei 
movements  within  an  industry  or  tc 
whether  Grace  itself  has  the  manage- 
ment talents  to  cope  with  the  com- 
panies it  acquires.  This  problem  ha; 
grown  increasingly  serious  as  Graa 
has  advanced  into  consumer  product- 
where  marketing  rather  than  technica 
talents  are  required. 

Blunder  upon  Blunder.  Take  W.R 

Grace's    1960   acquisition   of   Cosdei 

Corp.,  a  Texas  petrochemical  refiner 

(Continued  on  page  41) 
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These  tiny  rods      ^  ., 
reduce  the  price  of  C! 
computer  memory  over  50%, 

NCR  invented  them. 


There  are  over  147,000  thin-film  rods  in  every  Century  computer  memory.  They  think  in  billionths  of  a  second. 


The  same  kind  of  ingenuity  created  the  world- 
famous  NCR  computers,  accounting  machines, 
cash  registers,  and  adding  machines. 


NCR 


THE  NATIONAL  CASH  REGISTER  CO.,  DAYTON  45409 
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If  it  sometimes  looks  like  today's  women  came 
out  of  a  duplicating  machine,  it's  because  they  did. 

When  the  women  of  America  want  to  wear  the  New, 
New  Look,  they  won't  take  "next  month  "  for  an  answer. 

In  the  giument  industiy,  the  difference  between  success 
and  faihire  can  be  summed  up  in  one  word. 

Speed. 

Speed  in  getting  out  thousands  of  good,  inexpensive 
copies  of  the  newest  st\4e. 

This  is  why  a  k)t  of  pattern  makers  in  the  industry 
rely  on  GAF's  Ozamatic' copiers.  With  these  duplicating 
machines,  they  get  flist,  yiu'd-wide,  GO-foot-long  Ozalid®diazo 
copies  of  the  original  patterns. 

And  they  get  them  cheaper,  faster  and  more  precisely 
than  b\  an\  other  method. 

This  simple  copying  system  that  helps  make  dresses 
faster  has  also  helped  architects  and  engineers  to  plan  cities 
and  design  supersonic  jets.  Even  more  exciting  uses  for  diazo 
copving  — h'om  microfilming  to  visual-aid  transparencies  — 
will  add  to  its  growing  usefulness  in  the  fiiture. 

But  of  course,  the  future  is  GAF's  business. 

And,  it's  a  good  business.  In  the  past  three  years  our 
concern  for  the  future  hcis  tnpled  the  size  of  GAF.  It  has  also 
created  exciting  new  products  like  nature-proof  Ruberoid® 
building  materials  and  high-styled  floor  coverings,  advanced 
Gafax "copying  machines,  new  Anscochrome® color  films, 
automatic  cameras  and  projectors,  and  chemicals  for  eveiything 
fiom  detergents  to  deodorants. 

Because  our  name  belonged  to  the  past  and  not  the 
future,  we've  changed  it.  General  Aniline  &  Film  Corporation 
is  now  GAF  Corporation. 

It's  as  simple  as  saying  G ...  A ...  F  Three  letters  that 
spell  the  future. 


Our  initials  are  now  our  name. 

(;  AF  Coiporation,  Xt-w  York,  \.  V,  1()()2() 


Natural  gas 

We  invented  a  way  to  rent  it... 
before  we  sell  it 


Very  often  natural  gas  is  discovered 
in  fields  far  away  from  existing  markets. 

That's  the  situation  with  our  Kenai  field 
in  Alaska. 

But  instead  of  capping  bur  well  and  waiting 
for  a  market  to  appear,  we're  renting 
the  gas  to  another  oil  company.  Literally. 
The  other  company  involved  has  an  oil  field 
which  needs  natural  gas  pressure  for  sec- 
ondary recovery-to  help  push  its  oil  to  the 
surface.  They're  renting  the  gas  from  us. 

Eventually,  we'll  get  back  the  gas  we  rented 
to  them.  Then  well  sell  it 


Because  by  then  there'll  be  other  markets. 
For  one  thing,  Alaska  is  growing  fast. 
For  another,  we're  creating  markets. 

This  includes  building  the  largest 
ammonia  and  fertilizer  plant  on  the  West 
Coast  to  utilize  the  hydrogen  made  from 
our  vast  gas  reserves  in  Alaska. 

Our  unique  rental  arrangement  is  a  prime 
example  of  our  philosophy:  to  recover 
our  development  costs  as  soon  as 
possible  through  imaginative  marketing. 

Does  this  type  of  flexibility  pay  off? 
The  figures  speak  for  themselves. 


uni®n 


In  1960  our  production  of  natural  gas 
was  684  million  cubic  feet  per  day.  In  1967 
it  had  increased  to  1,149  million  cubic 
feet— up  68%.  And  our  sales  have  shown 
a  comparable  growth. 

Natural  gas  is  one  more  reason  for 
our  dynamic  growth  since  1960.  In  that 
period,  which  included  the  merger  with 
Pure  Oil,  we  have  more  than  doubled  our 
assets,  tripled  our  revenues  and 
quadrupled  our  earnings. 

Another  example  of  growth  with  innovatior 

Union  Oil  Company  of  California. 


(continued  from  page  36) 
Grace  foresaw  a  big  market  in  pet- 
rochemicals and  a  use  for  its  newly 
discovered  Libyan  oil.  "But  everything 
went  wrong,"  says  Grace  Executive 
Vice  President  Felix  Larkin.  "No 
sooner  had  we  acquired  it  than  the 
gasoline  business  went  into  one  of  its 
periodic  price  wars,  and  petrochemical 
prices  fell  sharply.  At  the  same  time, 
several  of  Cosden's  big  customers  be- 
gan to  develop  refining  capacities  of 
their  own.  And  finally  we  discovered 
we  weren't  able  to  swap  oflf  Libyan 
crude  for  domestic  crude  for  use  in 
the  Cosden  refinery,  and  we  weren't 
permitted  to  import  it." 

So  in  the  end  Grace  liquidated  the 
company.  "It's  an  old  story,"  Larkin 
adds.  "A  business  that's  good  for  one 
company  may  not  be  good  for  an- 
other if  it  doesn't  know  enough  about 
it  or  doesn't  have  an  economic  base 
for  it."  But  shouldn't  Grace  have 
thought  of  this  before  venturing  into 
petroleum? 

Grace  ran  into  similar  problems  a 
few  years  later  when  it  attempted  to 
expand  its  beachhead  in  high-density 
polyethylene.  It  laid  out  $4.5  million 
to  expand  its  Baton  Rouge  plants  by 
30%,  only  to  decide  that  without  a 
raw  materials  base  it  would  be  at  a 
considerable  disadvantage  in  trying  to 
compete  with  integrated  producers. 
"Since  Allied  had  an  ethylene  stream," 
Larkin  says,  "it  was  better  off  with  this 
type  of  business  than  someone  who 
didn't  have  one."  So  Grace  sold  out. 

Then  there  was  the  matter  of  the 
highly  profitable  Grace  National  Bank, 
which  Grace  sold  to  Marine  Midland 
in  1965.  "Though  it  was  the  smallest 
New  York  City  clearing-house  and 
bank,"  says  Larkin,  "that  bank  was 
one  of  the  jewels  in  the  family  crown. 
A  good  classy  operation."  It  served  the 
well-to-do,  handled  corporate  and 
trust  accounts,  and  maintained  a  high 
percentage  of  foreign  business.  But  it 
had  lost  its  chance  for  real  growth 
some   15  years  before  it  was  sold. 

While  Peter  Grace  was  occupying 
himself  with  chemicals,  the  Grace  Na- 
tional Bank's  competitors  were  ex- 
panding their  retail  banking  services, 
building  branches,  creating  new  cus- 
tomers. By  the  time  Grace  got  around 
to  considering  what  to  do  with  the 
bank,  in  the  early  Sixties,  its  earnings 
plateaued  out  and  its  chance  to  move 
with  the  trend  was  lost. 

"We  looked  around  to  see  if  we 
could  buy  some  banks  to  merge  with 
the  Grace  bank  to  furnish  what  we 
didn't  have,"  says  Larkin.  "Well,  the 
prices  were  ridiculous.  We  finally  con- 
cluded that  there  was  nothing  to  be 
done  with  the  Grace  National  Bank 
without  investing  a  huge  amount  of 
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money  and  taking  pre-operating  ex- 
penses for  an  indefinite  period  of  time." 

Grace  fumbled  in  a  different  way 
two  years  ago  when  it  attempted  to 
acquire  Ruberoid  as  the  nucleus  of 
what  Peter  Grace  still  hopes  one  day 
will  become  another  major  division — 
building  products.  Grace  failed  to  win 
the  support  of  Ruberoid's  manage- 
ment. Though  he  did  manage  to  pick 
up  26%  of  Ruberoid's  stock  through 
a  tender  offer,  he  lost  out  to  GAF's 
higher  offer.  "I  don't  blame  Peter  per- 
sonally," says  a  Ruberoid  director, 
"but  I  don't  think  there's  any  doubt 
that  if  they'd  handled  it  right  they 
could  have  pulled  it  off." 

Firm  Commitment?  When  all  is 
said  and  done,  Peter  Grace's  reputa- 
tion will  rise  or  fall  on  the  biggest  thing 
he  has  attempted  since  chemicals: 
the  big  food-and-consumer-products 
division  that  supplied  more  than  a 
fourth  of  last  year's  sales.  Determined 
to  establish  itself  in  businesses  with  a 
high  return  on  capital,  even  at  a  pre- 
mium price,  Grace  over  the  past  six 
years  has  acquired  a  chocolate  com- 
pany (Van  Houten),  a  frozen-fish  op- 


Not  Ships,  but  commodity 
chemicals  (produced  at  the 
Dearborn  plant,  below)  are 
Grace's  mainstay  today. 
Grace  has  done  less  well  in 
consumer  products.  "Look, 
no  one  says  we've  never 
made  a  mistake,"  says  Execu- 
tive   Vice    President    Larkin. 


eration  (SeaPak),  a  convenience  food 
company  (Nalley's  Inc.),  a  chewing- 
gum  company  (Leaf  Brands),  and  a 
brewer  (Miller).  More  recently  it  has 
moved  into  ice  cream  in  Italy,  dairy 
processing  in  Spain,  jellies  and  pre- 
serves in  Belgium,  restaurants,  snack 
bars  and  catering  service  in  France. 

To  date  the  new  division  has  hardly 
been  a  triumph.  Though  it  contributed 
more  than  $400  million  of  Grace's 
1967  sales,  its  profits  were  apparently 
less  than  $6  million.  "The  food  busi- 
ness," Peter  Grace  explains,  "is  still 
going  through  an  adjustment  stage, 
but  we  expect  it  to  grow  around  10% 
a  year  over  the  years  ahead." 

Characteristically,  however,  Grace 
is  already  backing  out  of  Van  Houten, 
a  European  candy  maker  with  an  old 
name  and  plenty  of  management  and 
merchandising  problems,  by  selling  a 
51%  interest  to  Boston's  Peter  Paul, 
Inc.  In  so  doing,  Grace  quite  frankly 
admits  he  is  unloading  problems  he 
couldn't  handle.  "We  goofed,"  he 
admitted  at  last  May's  annual  meet- 
ing. 

Chairman  Austin  R.  Zender  of  Peter 
Paul  couldn't  agree  more.  "Grace  is  a 
big  organization,"  he  says,  "and  they 
can  send  over  a  lot  of  accountants 
and  engineers.  But  fundamentally  they 
don't  know  the  candy  business."  Van 
Houten's  principal  problem  was  com- 
ing up  with  new  products,  a  tricky 
business  even  for  the  experienced  can- 
dy marketer.  By  producing  Peter  Paul 
Mounds  and  Almond  Joys  in  Van 
Houten  factories,  Zender  expects  to 
turn  the  company  around  in  a  year. 
Unlike  Grace's  other  European  food 
ventures,  Zender  says.  Van  Houten 
basically  needed  new  management. 

Grace's  defense  is  nothing  ven- 
tured, nothing  gained;  and  Grace  ex- 
ecutives point  out  that  none  of  their 
mistaken  acquisitions  has  cost  them 
money.  Over  the  past  five  years,  in 
fact,  they  have  produced  some  $35 
million  in  capital  gains.  But  measured 
against  the  drain  in  executive  time, 
it  is  by  no  means  clear  whether  Grace 
has  come  out  ahead. 

"It's  not  our  role  in  life  to  be  an 
investment  banker  or  an  investment 
trust,"  Felix  Larkin  concedes,  "to  buy 
businesses  for  the  purpose  of  selling 
them  at  a  capital  gains." 

This  being  so,  it  is  not  surprising 
that  Wall  Street,  for  the  time  being  at 
least,  is  disenchanted  with  W.R.  Grace 
in  spite  of  Peter  Grace's  impressive 
job  of  moving  so  successfully  into 
chemicals.  Its  boss  is  in  no  danger 
of  losing  his  job  over  the  situation, 
but  everyone  who  knows  him  is  cer- 
tain that  he  won't  rest  until  he  has 
made  Grace  a  bigger  and  more  profit- 
able company  than  it  is  today.  ■ 
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Reynolds  is 

''time  for  our 
customers'' 

All  the  time  in  the  world. 

Because  we  wouldn't  be  in  busi- 
ness without  them. 

Because  in  our  business  you 
don't  keep  customers  unless  they 
believe  you  have  their  best  inter- 
ests at  heart. 

Which  certainly  doesn't  mean 
that  we're  not  interested  in  open- 
ing new  accounts  here  at  Reynolds. 

We  are. 

That's  why  the  welcome  mat  is 
always  out  for  anybody  who  wants 
to  invest  his  capital  funds  to  best 
possible  advantage  —  anybody 
who  believes  that  a  little  more 
thought,  and  time,  and  effort  should 
improve  the  long-range  perform- 
ance of  nearly  any  portfolio. 

If  you  feel  that  way  about  your 
own  investment  program,  come  in 
sometime  soon  for  a  talk  with  a 
Reynolds'  Account  Executive. 

And  if  you  should  happen  to 
have  to  wait  a  few  minutes  to  see 
one,  we'll  apologize. 

It's  probably  because  he's  tak- 
ing a  little  extra  time  with  one  of 
our  customers. 


Reynolds  &  Cb. 

*^  MEMBERS  NEW  YORK  STOCK  EXCHANGE 

AND  OTHER  LEADING  EXCHANGES 

120  BROADWAY,  NEW  YORK,  N.  Y.  10005 
WO  4-6700  •  50  OFFICES  COAST  TO  COAST 


Next? 

Youngstown  Sheet  &  Tube  is  eager  to  diversify  thase  days. 
It  may  wir)d  up  as  a  diversification  for  somebody  else. 


With  Crucible  Steel  fallen  to  Walter 
Kidde  and  Jones  &  Laughlin  to  Ling- 
Temco-Vought.  Robert  E.  Williams, 
president  of  Youngstown  Sheet  & 
Tube,  was  unwilling  last  month  to 
assert  flatly  that  Sheet  &  Tube  might 
not  well  be  the  next  to  fall.  LTV,  after 
all,  had  briefly  considered  YS&T  be- 
fore settling  on  J&L,  and  last  month 
Wall  Street  boiled  with  rumors — all 
denied — that  a  number  of  companies, 
including  Northwest  Industries,  were 
preparing  tender  offers.  Certainly,  like 
most  other  steel  companies  these  days. 
Sheet  &  Tube  had  the  prime  attrac- 
tion to  catch  the  eye  of  any  roving 
conglomerate:  At  44,  it  was  selling 
well  below  its  $58-a-share  book  value. 

As  Williams  is  only  too  well  aware, 
discounts  do  not  necessarily  spell  bar- 
gains. Steel  has  been  one  of  the  U.S. 
economy's  least  dynamic  industries  in 
recent  years,  and  Sheet  &  Tube  has 
been  barely  average  in  its  industry. 
Last  year,  in  Forbes'  Jan.  1  Report 
on  American  Industry,  it  ranked  be- 
low the  industry  median  (8.6%)  in 
return  on  equity,  and  well  below  in  the 
other  categories.  First  under  Alfred 
Glossbrenner.  now  retired,  and  then 
under  Williams,  who  took  over  as 
chief  executive  in  1966.  Youngstown 
has  been   running  hard   to  catch   up. 

But  the  job  hasn't  been  easy.  Loca- 
tion is  one  problem.  Sheet  &  Tube's 
main  plant  at  Youngstown.  Ohio  is 
smack  in  the  middle  of  a  steel  surplus 
area,  and  to  tap  distant  markets  it 
has  to  absorb  transportation  charges. 
Another  problem  is  products.  A  solid 
22%  of  its  shipments  are  in  steel 
tube,  hard  hit  by  the  decline  in  U.S. 
oil-well  drilling  since  the  Fifties. 

Plan  of  Attack.  Basically,  WilUams' 
strategy  has  been  to  concentrate  its 
capital  spending  on  its  relatively  new 
Chicago  plant  and  in  the  relatively 
fast-growing  flat-rolled  steels.  This 
year  a  new  blast  furnace  and  hot-strip 
mill  will  go  into  operation  there,  and 
a  basic  oxygen  furnace  in  1969.  Near- 
ly two-thirds  of  the  company's  output 
now  comes  from  Chicago  vs.  45%  in 
1960,  while  its  flat-rolled  business  is 
up  from  42%   to  50%   of  sales. 

But  with  rising  costs,  foreign  com- 
petition and  a  sluggish  market.  Sheet 
&  Tube  has  barely  held  its  own.  Last 
year's  earnings  were  up  51%  over 
1960,  but  basically  because  its  tax 
rate  declined  from  48.5%  to  22.6%, 
while  its  return  on  equity  crept  up 
from  5.6%   to  6.6% — hardly  enough 
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Williams  of  Youngstown 

to  justify  seven  years'  effort  and  half- 
a-billion  dollars  in  capital  spending. 

Little  wonder,  then,  that  Williams — 
like  every  steel  executive — dreams  of 
diversifying.  But  he  is  also  anxious 
not  to  offend  the  Justice  Department, 
as  Bethlehem  did  with  its  recent  ambi- 
tious, but  now  abandoned,  mergers 
with  Rheem  and  Cerro.  Williams 
says:  "We're  not  taking  any  chances." 

Williams  is  looking  for  a  company 
in  Youngstown's  market  area  that  can 
share  its  research  and  sales  facilities 
— an  aluminum  fabricator,  say,  or  a 
plastic-pipe  producer.  "When  the  engi- 
neering economics  of  a  product  indi- 
cate that  aluminum  or  plastic  should 
be  used,  it  should  be  used,"  he  says. 

But  Williams  is  also  careful  not  to 
seem  to  slight  steel.  With  a  gross  in- 
vestment of  $1.3  billion  in  steel,  clear- 
ly he  has  little  choice  but  to  make  the 
best  of  a  difficult  situation.  He  is 
already  planning  to  expand  his  tube 
and  bar  facilities  and  to  work  on  de- 
veloping a  continuous  casting  process. 
"What  we  are  trying  to  do,"  he  says, 
"is  to  become  more  flexible  and  less 
definitely  tied  to  one  metal." 

All  of  which  puts  Williams  in  a 
rather  uncomfortable  position.  Any- 
thing he  does  to  make  Sheet  &  Tube 
better  able  to  stand  on  its  own  will 
tend  to  make  it  more  attractive  to 
acquisition-minded   conglomerates.    ■ 
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As  We  See  It 


The  world  is  their  oyster 
— and  they  know  it. 


How  the  World  Looks  to  Top  Harvard  MBAs 


There's  a  great  deal  of  sackcloth  and  ashes  these  days  about  the  bright 
young  men  who  are  shunning  careers  in  business.  While  this  makes  good 
copy,  it  doesn't  reflect  the  whole  truth — which  is  that  many,  many 
bright  young  men  are  choosing  business  careers.  In  the  following  inter- 
views, FORBES  gives  its  readers  some  insight  into  these  top  scholars 
who  are  going  into  business.  To  get  the  interviews.  Researcher  Marsha 
Beckerman  visited  the  Harvard  Business  School.  She  interviewed  the 
director  of  placement.  John  Steele.  She  talked  at  length  with  Baker 
Scholars,  members  of  an  honorary  group  of  34  from  the  graduating 
class  of  677 — chosen  not  only  for  academic  scores  but  for  the  ability 
to  stand  up  under  the  kind  of  pressure  the  HBS  deliberately  applies. 


The  median  salary  for  B  School 
graduates  this  year  is  $12,000.  Has 
this  rate  been  rising  at  a  steady  rate? 

Steele:  In  1948  the  median  salary 
was  $3,000.  In  1960,  it  was  $7,300. 
During  that  time  we  could  figure  on 
a  3^  to  4^  rise  each  year.  But  in 
1965  it  started  moving  up  more  quick- 
ly, and  it's  really  been  jumping.  In 
1965  it  went  up  5%,  in  1966,  7%, 
and  last  year.  10%. 

Does  this  cause  any  problems? 

Steele:  When  the  starting  salary 
jumps  10%  over  the  year  before,  the 
big  problem  is  the  compression  of 
salaries  of  those  who  were  hired  one 
or  two  years  previously.  What  do  you 
do  with  those  people?  No  one  has 
found  the  answer  yet. 

Why  is  consulting  so  popular?  Be- 
cause of  money? 

Steele:  Well,  consulting  is  the  high- 
est-paying industry,  and  for  MBAs  it's 
the  most  popular  now.  The  computer 
field  is  also  popular.  Salary  is  not  the 
biggest  influence.  The  No.  One  factor 
for  several  years  has  been  the  chal- 
lenge of  the  job. 

Does  the  future  take  care  of  itself? 

Steele:  I  don't  know,  because  we've 
never  had  any  study  made;  we  just  get 
empirical  evidence  from  the  alumni 
who  come  back  to  us  for  placement. 
From  the  alumni,  we  learn  that  the 
No.  One  reason  why  they  are  looking 
for  another  job  is:  no  room  for  ad- 
vancement. The  second  reason  is  that 
abilities  and  training  are  not  being 
utilized.  The  third  reason  is  limited 


growth  potential  for  the  company. 
Salary  comes  in  No.  Ten  on  the  list. 

Why  do  companies  pay  more  for  a 
particular  person? 

Steele:  I  think  sometimes  they  pay 
because  they  like  a  person,  and  they'll 
pay  whatever  salary  it  takes  to  get 
that  person,  regardless  of  his  experi- 
ence. Some  companies  say  that  they'd 
rather  take  somebody  who  has  not 
been  spoiled  by  another  firm. 

You  mention  experience.  Do  a  lot 
of  students  come  to  you  after  a  couple 
of  years  in  business? 

Steele:  About  55%  or  60%  of  our 
people  have  at  least  one  year  of  ex- 
perience before  they  come  here.  With 
a  liberal  arts  student,  one  typical  rea- 
son fof  coming  here  is  to  find  out 
what  business  is  all  about  and  to  see 
whether  this  area  of  society  would  in- 
terest him.  With  an  engineer,  it's  typi- 
cally because  he  wants  to  broaden 
himself  into  bigger  jobs. 

Is  big  business  losing  out? 

Steele:  Typically,  we  have  20%  to 
23%  of  our  people  going  into  small 
business.  The  big  companies  get  a 
larger  share  of  our  graduates,  but  this 
year  and  last  we  have  begun  to  see 
another  item:  A  lot  of  graduates  are 
going  to  jobs  that  are  not  in  the  busi- 
ness sector  of  our  economy.  They 
want  to  serve  in  the  Peace  Corps,  for 
example.  They're  interested  in  the 
urban-renewal  programs.  In  govern- 
'ment  jobs.  So  when  we  talk  about  the 
shortage  of  applicants  for  business, 
we  have  to  remember  that  there  are  a 
lot  of  new  jobs  in  these  other  fields. 


Supplier  in  a  buyers'  market 
is  Harvard  Business  School 
Placement  Director  John 
Steele.  He  brings  together 
freshly-minted  MBAs  and 
companies  eager  to  hire  them. 
Steele  likes  to  tell  of  the  grad- 
uate offered  a  starting  sal- 
ary of  $15,000  who  asked 
him:  "What  is  wrong  with 
them?  I'm  not  worth  that 
kind  of  money."  The  stu- 
dent   turned   down    the   job. 


Is   business   doing   a   good  job   of 
recruiting? 

Steele:  The  thing  that  bothers  me  in 
looking  over  the  reasons  why  people 
want  to  change  jobs  is  the  number  of 
them  who  say  that  the  job  was  mis- 
represented. I  think  that's  a  sign  that 
the  recruiting  was  not  done  properly; 
if  it  were,  there  would  be  no  reason 
for  these  people  to  change  jobs.  The 
best  placement  is  done  by  finding  out 
what  the  applicant  wants  for  the  fu- 
ture. 

Do  your  recruiters  use  tests? 

Steele:  Tests  go  up  and  down  in 
popularity  with  the  economic  cycle. 
If  applicants  are  a  dime  a  dozen,  more 
companies  use  tests  to  screen  them 
out.  But  at  our  school  there  is  a  great 
feeling  against  tests.  And  with  reason, 
since  most  tests  are  not  geared  to  the 
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graduate  le\el  but  to  a  norm  for  the 
country. 

How  have  your  graduates  done? 

Steele:  We've  found  that  you  can't 
compare  the  1960  class  with,  say,  the 
1950  class.  It's  like  oranges  and 
apples.  Circumstances  change.  We 
have  found  a  tremendous  difference 
between  what  happened  to  men  who 
graduated  during  the  Depression  and 
those  who  graduated  after  World  War 
II.  Right  after  World  War  11.  there  was 
a  big  shortage  of  people  going  into 
business,  and  those  who  did  had  the 
most  tremendous  success  pattern  you 
can  imagine.  Anyone  who  was  around 
was  promoted.  Nowadays,  the  situa- 
tion is  more  balanced.  But  on  the 
managerial  level,  there's  still  a  short- 
age. 

As  a  result,  your  graduates  become 
bonus  babies. 

Steele:  No  one  really  likes  the 
bonus-baby  concept  except  the  person 
who  is  getting  the  bonus.  Right 
now,  the  shortage  of  applicants  with 
MBAs  is  quite  acute  in  proportion  to 
demand. 


Gary  Rogers.  27.  (right)  is  a 
California-raised  graduate  of 
the  University  of  California 
at  Berkeley.  He  will  go 
to  work  this  summer  at  a 
starting  salary  of  $17,000  a 
year  for  McKinsey  &  Co.,  the 
lop-rank  management  con- 
sultants. Most  of  his  job  ex- 
perience has  been  during  sutn- 
iners.  Rogers  is  6  feet  2 
inches  tall,  married,  with  one 
child  and  is  a  graduate  engi- 
neer. As  an  undergraduate  he 
won  a  dozen  top  honors  for 
leadership,  scholarship  and 
for  athletic  accomplishments. 


You're  starting  at  $17,000  a  year 
with  McKinsey.  Wow! 

Rogers:  The  figure  is  accurate,  but 
you  didn't  get  it  from  me.  I  agree, 
$17,000  is  a  lot  of  money — it's  prob- 
ably more  than  I'm  worth.  And  yet 
you're  not  going  to  get  rich  on  $17,- 
000  a  year  or  even  three  times  that 
much.  In  fact,  you're  not  going  to  get 
rich  on  any  salary.  You  can  be  presi- 
dent of  General  Motors,  and  your  sal- 
ary sounds  tremendous,  but  it's  ordi- 
nary income,  so  a  lot  of  it  is  going  to 
the  Government  anyway.  What  you 
want  is  capital  gains.  So  if  I'm  go- 
ing to  make  a  lot  of  money,  it's  prob- 
ably  going  to  come   from  the   stock 


market  or  some  other  investments. 
To  most  people  at  this  school  $17.- 
000  is  an  excellent  salary.  Yet,  a 
number  of  my  friends  here  wouldn't 
consider  taking  a  job  that  paid  that- 
low,  believe  it  or  not.  I  had  offers 
higher  than  $17,000.  I  had  offers  up 
to  S32.000.  So  you  see,  money  wasn't 
really  the  major  consideration  in  my 
working   for   McKinsey. 

Is  making  nioney,  big  money,  your 
ultimate  goal? 

Rogers:  Well.  I  have  no  great  yen  to 
travel  all  the  time  or  buy  expensive 
things.  But  I  do  seek  the  challenge  of 
making  money.  I  guess  you  know  that 
every  student  here  has  to  write  a  re- 
search report.  My  reseach  report  was 
called  "A  Trading  Model  for  the  Over- 
the-Counter  Market,"  and  I  think  I've 


developed  a  system  for  trading,  for 
rapid  turnover  of  stocks  in  that  market 
to  generate  profits  in  a  hurry  in  the 
kind  of  good  market  we're  having  right 
now.  Golly,  just  the  thrill  of  going  out 
there  and  beating  all  those  profession- 
als that  are  working  so  hard  all  day 
long,  dedicating  their  lives  and  careers 
down  there  on  Wall  Street,  chasing  hot 
tips  and  doing  everything  they  can  to 
make  a  buck!  If  I  could  do  better  than 
they  while  holding  down  a  job  in  con- 
sulting at  the  same  time  simply  by  de- 
veloping a  mathematical  model,  I'd  get 
tremendous  satisfaction  from  that. 

But  not  just  so  you  could  quit  work 
and  smell  the  flowers. 

Rogers:  No.  it's  just  that  I  think  an 
independently   wealthy   man   is  in  an 


optimal  position.  He  can  really  go  out 
and  do  what  he  wants  without  worry- 
ing about  how  much  it  pays.  Say  in 
three  years  I  decide  that  consulting  is 
no  longer  for  me  and  I  want  to  start 
my  own  business.  If  that  business  fails, 
it's  a  disappointment  because  I  haven't 
met  the  challenge.  But  I'm  not  inse- 
cure, my  family  can  still  eat. 

I^don't  think  that  I  or  any  other 
graduate  of  this  school  has  to  worry 
rtiuch  about  having  a  job  in  this  day 
"and  age.  If  I  failed  completely  in  the 
next  three  years,  I  could  still  probably 
get  a  well-paying  job  somewhere.  The 
market  is  there.  Security  is  really  not 
something  you  have  to  worry  about. 

Any  timetable? 

Rogers:  I  would  hope  within  five 
years  to  be  independently  wealthy.  Not 
from  consulting  but  from  investments. 
Many  of  the  Baker  Scholars  are  going 
to  positions  in  Wall  Street  at  much 
higher  salaries  than  mine,  and  their 
chances  of  making  a  million  in  three 
to  five  years  are  really  excellent. 

Why  did  you  choose  McKinsey? 

Rogers:  They  gave  me  a  summer  job, 
plus  they  have  the  biggest  San  Fran- 
cisco office,  and  San  Francisco  is 
where  I  want  to  work. 

So  then  the  choice  was  consult- 
ing vs.  anything  else.  The  "anything 
else"  for  me  was  not  really  a  big  cor- 
poration but  something  on  a  smaller 
scale,  something  on  my  own.  perhaps, 
with  another  guy  from  the  school.  Or 
perhaps  moving  into  a  much  smaller 
business  at  a  much  higher  level. 

What  made  you  pick  consulting? 

Rogers:  I  feel  that  a  young  man  has 
tremendous  leverage  as  a  consultant. 
Maybe  it  sounds  conceited,  but  I  have 
the  feeling  I  can  do  a  lot  of  good  in 
the  world.  I  feel  I  have  a  lot  of  good 
ideas  knocking  around  in  my  head. 
I  want  what  I'm  working  on  to  be  big 
enough  so  I  can  feel  I'm  really  doing 
something  constructive.  As  a  young 
man  in  consulting,  you  have  the  op- 
portunity to  do  that.  At  McKinsey 
they  wouldn't  let  me  work  on  what 
are  called  top  management  problems. 
But  generally  what  happens  is  that  the 
older  and  more  experienced,  better- 
known  consultants — consultants  in  the 
true  sense  of  the  word — define  the 
problem  fully  and  get  together  with 
the  top  managers  of  the  client  organ- 
ization to  determine  what  should  be 
done.  Then  the  young  men  from  the 
consulting  firm  actually  do  the  work. 
But  then,  when  the  work  has  been 
done,  you  are  in  a  position  to  convince 
that  older  man — and  when  I  say  older 
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man  I  mean  in  their  early  thirties — 
of  the  worth  of  your  own  ideas.  So 
indirectly   you're   given   great   power. 

How  about  a  big  company? 

I  Rogers:  Well,  I  had  an  opportunity  to 
I  go  to  work  for  Kaiser  Aluminum,  for 
I  example.    Now,    in    Kaiser    I    would 
:  have  been  six  layers  beneath  the  presi- 
dent.  But   if  Kaiser  hires   McKinsey, 
I  might  be  at  the  first  level  below  him. 
Another  thing.  I  want  to  work  with 
people  I  can  sit  down  and  talk  with 
and  be  understood  and  be  challenged. 
I  don't  think  you  find  that  in  most 
companies  today.  I've  learned  a  lot  of 
tools  here  that  I  want  to  be  able  to  use, 
and  I  think  I  can  use  them  much  better 
with  people  who  have  gone  through 
this  same  environment.   I   don't  want 
to  teach   the  people   I  work  with.   I 
don't  want  to  be  fighting  a  constant 
battle    over    whether    the    new    tech- 
niques are  good. 

W-'///  you  stay  in  consulting? 

Rogers:  I  see  life  as  a  series  of  steps. 
Once  something  is  conquered,  it  no 
longer  gives  much  satisfaction.  Many 
men  can  spend  30  years  in  consulting 
and  never  get  tired  of  it.  I  can  see  that, 
because  there's  always  a  new  challenge 
and  you're  always  working  with  new 
people.  On  the  other  hand,  many  peo- 
ple after  three  or  four  years  in  con- 
sulting see  it  as  repetition:  although 
the  problems  are  different,  they  are  the 
same  types  of  problems.  I  can't  say 
which  way  I'll  go.  I  think  I'd  be  selling 
myself  short  if  I  didn't  at  least  try  to 
run  my  own  business.  I  don't  know 
when  it  will  happen.  But  I  think  that 
sooner  or  later — unless  my  ideas 
change — I'll  probably  want  to  try  to 
run  my  own  business. 

Wouldn't  you  like  to  become  a  cor- 
poration president? 

Rogers:  Sure,  being  the  president  of  a 
firm  has  tremendous  appeal  for  me. 
But  I'd  probably  come  to  a  position 
like  that  by  creating  it  myself.  I'm  not 
willing  to  climb  the  corporate  ladder. 
I'm  Hot  willing  to  go  to  U.S.  Steel  and 
spend  30  years  waiting  to  be  president, 
even  if  I  thought  I  could  make  it.  But 
I  would  go  to  work  for  Podunk  Data 
Co.  if  I  could  move  in  right  now  as 
the  vice  president  with  the  potential  of 
being  president  in  five  years. 

That  doesn't  worry  McKinsey? 

Rogers:  All  I  can  give  McKinsey  is 
everything  I've  got.  I  expect  them  to 
expect  very  high  standards  from  me, 
and  I  think  there's  a  50%  chance  that 
HI  become  a  career  consultant. 
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Young  Radiators 
are  used  where 
the  going  is  tough 

y? 


YOUNG  RADIATOR  COMPANY 


-■^isT 


What  do  you  think  of  the  Harvard 
Business  School? 


Rogers:  I  was  an  engineer  before  J 
came  here.  I  was  \oung.  I  had  a  \er\ 
narrow  view.  This  school  has  really 
}  opened  my  eyes.  Not  only  have 
I  picked  up  a  lot  of  tools  here,  but  I 
also  have  a  much  better  feeling  for  not 
only  the  way  the  business  community 
works  but  for  the  wa>  the  whole  na- 
tion operates.  WTien  I  came  to  this 
school  I  couldn":  possibly  have  gone 
out  on  my  own  and  done  anything  in- 
dependently. 1  wouldn't  have  known 
where  to  start  I  wouldn't  have  been 
brave  enough.  So  I  wouldn't  trade  the 
last  two  \ears  for  an\ thing. 


liin  Fisher  (right).  26.  isn't 
doing  quite  as  well  as  Gary 
Rogers.  Fisher  starts  at 
$15,000.  A  Canadian,  the 
1968  Baker  Scholar  will  start 
this  summer  in  SfcKinsey  & 
Co.'s  Toronto  office.  He's  a 
1964  honors  graduate  (in  po- 
litical science  and  economics) 
from  the  University  of  To- 
ronto, where  he  won  three 
football  letters.  Between  col- 
lege and  Hanard.  Jim  Fisher 
worked  two  years  for  Toron- 
to's Dominion  Bank. 
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What,  besides  a  good  job.  have  you 
got  out  of  the  Business  School? 

Fisher:  The  two  years  here  have  ex- 
panded m\  horizons.  The  tremendous 
work  load  in  the  first  year  forces  you 
to  work  out  a  way  of  analyzing  any 
problem  in  a  useful  way  to  arrive  at  a 
decision.  It  forces  you.  for  one  thing, 
to  decide  where  you're  going. 

How  do  you  see  yourself? 

Fisher:  Well.  I  don't  look  on  making 
a  lot  of  money  as  an\thing  so  terrific. 
I  don't  have  any  great  goal  to  make 
a  million  dollars.  On  the  other  hand. 
I  think  money  in  our  world  is  a 
symbol,  a  vbible  mark  of  how  well 
you're  doing.  If  I'm  not  more  than 
doubling  my  salar\  ever\  five  >ears. 
then  I  won't  be  doing  as  well  as  I  think 
I  should  be  doing. 

What  is  important  to  you? 

Fisher:  .\s  I  look  out  over  an  ideal 
life.  I  see  it  revolving  around  three 
things.  One  is  work — it's  going  to 
have  to  be  the  kind  of  thing  where 
you  want  to  go  to  work  ever>  morn- 
ing. Another  thing  b  family,  I 
think  we'll  probably  have  a  large 
family,    and    I    hope    a    close    fami- 


ly, and  I  hope  I  do  a  worthwhile  job 
of  bringing  it  up.  The  third  thing  is 
personal  development  other  than  busi- 
ness. That  means,  for  e.xample.  that 
I  son  of  set  myself  a  target  where  I 
read  about  a  book  a  week,  a  novel  or 
the  Riot  Commission  report,  or  a 
book  by  Buckley.  Aii>thing  unrelated 
to  business.  .\nd  I  think  I'm  gening 
to  the  stage  where  I'll  stop  reading 
wil]y-nill>  as  I  do  now  and  direct 
.myself  toward  some  mental  discipline. 

So  you're  not  going  to  spend  your 
evenings  on  business? 

Fisher:  If  I'm  going  to  buUd  my  life 
around  the  three  things  I  mentioned. 
I'm  going  to  have  to  make  the  time 
to  do  it.  This  will  involve  setting 
boundaries  on  how  far  I  think  Mc- 
Kinsey  should  go  in  my  life.  You  can't 


get  into  a  sittiation  where  ever\-  day  is 
8  a.m.  to  12  midnight,  which  is  what 
happens  to  you  here  at  the  school. 

Why  did  you  choose  \fcKinsey? 

Fisher:  One  reason  is  that  McKinsey 
has  a  Toronto  office,  and  I  wanted  to 
go  back  to  Canada.  You  can't  alwa>"s 
get  responsibilit>  eariy  with  a  Cana- 
dian firm.  Yet.  there  are  things  that 
need  to  be  done  in  Canada  so  much 
more  than  they  need  to  be  done  here. 
I  don't  have  much  interest  in  starting 
my  own  businesses.  You  can  always 
make  more  money  with  your  owo 
company.  But  small  business  meam 
small  problems.  If  you  want  to  do  any- 
thing worthwhile.  I  think  that  big  busi- 
ness is  the  best  lever. 


How  about  government? 


Fisher:  Many  of  the  Baker  Scholars 
feel  that  in  ten  or  15  years  the  great 
problems  will  be  in  government,  in 
which  case  that's  where  I'll  be.  Or 
maybe  III  be  in  international  business. 
I  like  the  problem-solving  life,  and 
that's  why  I  like  the  consulting  field. 
If  the  work  at  McKinsey  continues  to 
be  challenging  and  exciting,  if  I  keep 
finding  it  a  fun  thing  to  do  and  it  lets 
me  lead  the  kind  of  life  that  I  want  to 
lead  and  1  don't  find  better  opportuni- 
ties elsewhere,  okay.  Then  I'll  stay 
with  McKinsey. 

Don't  you  want  to  be  president  of 
something? 

Fisher:  Being  a  corporate  president 
means  only  one  thing  to  me.  It  means 
that  you  got  to  the  top  in  a  competitive 
environment  against  other  people.  I 
I  couldn't  start  out  with  a  plan  of  fin- 
ishing second. 

What  about  Robert  McNamara  who 
has  been  called  the  guru  of  HBS? 

Fisher:  I'd  be  satisfied  if  I'd  done 
the  kind  of  things  he's  done — teaching, 
success  in  business,  really  good  work 
with  the  Government,  and  now  into 
international  business  at  a  high  level. 
There's  a  Canadian  guy  who  I  always 
thought  also  did  a  pretty  good  job, 
Maurice  F.  Strong.  He  started  his  own 
business  and  sold  it  all,  went  around 
the  world  tor  two  years,  came  back 
and  went  to  work  for  a  holding  com- 
pany and  at  age  3 1  became  president 
of  one  of  the  largest  companies  in 
Canada.  He  made  that  company  big- 
ger, then  left  to  become  head  of  Ex- 
ternal Aid.  I  guess  he  is  about  35 
years  old  now. 

Young  men  like  these  aren't 
typical  HBS  students.  They 
are  the  select,  the  elite,  the 
chosen.  In  questioning  past 
values  and  in  demanding  rich 
rewards,  however,  they  are 
in  a  sense  spokesmen  for  dis- 
satisfied youth  the  world 
over;  the  difference  in  this 
case  being  that  these  men 
have  every  possibility  of 
realizing  their  demands. 

Later,  at  lunch,  Marsha 
Beckerman  sat  at  a  table  with 
Rogers,  Fisher  and  four  of 
their  fellow  Baker  Scholars. 
( The  other  four:  Robert  Haas 
of  San  Francisco;  Paul 
Tierney,  Chappaqua,  N.Y.; 
Michael  Morley,  London, 
England;  and  Bud  Bugatch, 
Baltimore,  Md.)  On  the  fol- 
lowing page  are  excerpts  from 
their  conversation. 


Taking  your  broker  along 
on  your  travels 
this  summer? 


Or  will  you  be  worrying  about  your  investments 
when  you  should  be  having  a  good  time? 

No  need  to  feel  out  of  touch  if  there's  a  Francis  I. 
duPont  &  Co.  office  anywhere  near  where  you're 
stopping.  And  chances  are  we'll  be  close  at  hand, 
with  110  fully  staffed  full-service  offices  in  the 
United  States,  Canada  and  abroad. 

Whether  you're  a  client  or  not,  we'll  be  glad  to 
keep  you  posted  on  the  market,  business  and  the 
economy.  You  can  count  on  us  for  almost-instanta- 
neous opinions  on  any  one  of  1400  securities  and 
active  commodities  that  may  be  bugging  you.  Plus 
fresh  ideas,  painstakingly  researched,  carefully 
evaluated. 

Wherever  there  is  a  Francis  I.  duPont  &  Co.  office, 
you  will  find  the  benefits  of  computer-age  facilities 
and  a  wide  range  of  contemporary  services,  includ- 
ing: listed  stocks  and  bonds,  mutual  funds,  tax- 
exempt  securities,  commodities,  unlisted  securities 
and  new  security  issues.  Plus,  you'll  like  dealing  with 
a  Francis  I.  duPont  &  Co.  Account  Executive.  He 
has  been  thoroughly  trained  that  your  investment 
success  is  our  business. 

So,  before  you  pack  your  bags,  stop  in  at  any  one 
of  our  offices  and  ask  for  the  Manager.  He'll  be  glad 
to  give  you  a  handy  directory  of  all  our  offices  at 
home  and  abroad. Take  it  with  you, so  you'll  be  able 
to  follow  your  investments  —  and  act  on  them 
promptly  —  wherever  you  are.  With  peace  of  mind 
—  just  as  if  you'd  taken  us  along  with  you. 
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Your  investment  success  is  our  business 

OVER  100  OFFICES  IN  THE  US,  CANADA  AND  ABROAD  MEMBERS  NY 
STOCK  exchange.  PRINCIPAL  SECURITY  AND  COMMODITY  EXCHANGES 
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Haas:  Our  definition  of  a  career  is 
opposed  to  what  our  parents  saw,  just 
coming  out  of  the  Depression.  They 
said,  "I'm  going  to  be  a  production 
scheduler  in  the  tin  industry,  and  my 
ultimate  hope  is  to  be  manufacturing 
vice  president."  This  was  the  long, 
well-directed  rise  through  the  ranks. 
You  don't  see  that  anymore. 

Rogers:  That's  absolutely  right.  The 
one  thing  I  don't  want  to  do  is  find 
myself  in  the  same  position  for  the 
rest  of  my  life. 

Bugatch:  We  had  a  case  in  school, 
the  General  Foods  case,  where  we  saw 
the  career  patterns  in  the  company, 
and  to  me  it  was  just  awful.  I  couldn't 
see  anybody  planning  my  career  pat- 
tern for  20  years  out.  I  talked  to  one 
company  about  a  job.  The  interviewer 
took  me  through  a  series  of  boxes  on 
the  organization  charts  and  said,  "This 
is  how  it  could  be,  how  does  it  sound?" 
I  said,  "Terrible." 

Haas:  They're  throwing  a  lot  of  mon- 
ey down  on  the  table  and  expecting 
that  they're  going  to  get  a  lifelong 
commitment  from  an  awful  lot  of  us. 

Rogers:  How  can  you  have  a  commit- 
ment as  a  continuing  thing?  You  make 
a  commitment  for  next  week  or  next 
month  or  next  year. 

Haas:  If  you  look  at  a  career  pattern 
like  that  of  Robert  McNamara  or 
John  Gardner,  you  see  that  they  clear- 
ly have  expertise  in  management  and 
administration.  Whether  it  happened 
to  be  in  a  university  or  a  foundation 
or  government  or  a  large  corporation 
would  seem  not  to  be  an  issue. 

Tierney:  If  your  goal  is  amassing  that 
million  dollars,  you're  not  going  to  be 
the  same  person  at  the  end  of  that  mil- 
lion dollars  as  you  were  when  you  be- 
gan it.  That's  especially  relevant  to  a 
career  in  politics,  and  I  would  like  to 
get  into  politics  at  some  point. 

Rogers:  I  have  a  yen  to  make  a  for- 
tune because  there  are  so  darn  many 
other  people  trying  to  do  it. 

Morley:  I  don't  agree.  The  real 
measure  of  success  is  in  meeting  the 
challenge  rather  than  in  saying  you 
have  so  many  zeros  after  your  name. 
It's  in  proving  to  yourself  that  you  can 
create  this  thing,  whatever  it  is,  aca- 
demic or  administrative.  I  think  the 
common  thread  is  that  all  of  us  see 
ourselves  in  the  field  of  administration. 

Tierney:  Speaking  of  common 
threads,    when    you    write    about   the 


Harvard  Business  School,  it's  a  pretty 
dull  place. 

Morley:  Yes,  I  see  a  terrible  pressure 
around  here  toward  conformity.  In 
classes,  for  example. 

Bugatch:  The  first  week  I  got  here 
I  wrote  home  to  my  parents  and  said, 
"I  feel  as  if  I'm  looking  at  700  mir- 
rors when  I  walk  around  this  place." 
The  immediate  impression  was  that 
everyone  had  the  same  values  as  I, 
the  same  conservative  outlook. 

Haas:  I  saw  it,  the  same  thing,  from 
just  the  opposite  point  of  view.  I  came 
here  from  two  years  in  the  Peace 
Corps  and  four  years  at  Berkeley,  and 
I  just  about  went  out  of  my  stick. 

Tierney:  Yes,  you  were  really  liberal 
when   you  came   here. 

Haas:  I  just  couldn't  believe  that  hu- 
man beings  in  the  20th  century  were 
saying  some  of  these  things.  Not  hav- 
ing any  pattern  really,  people  con- 
form to  the  Dell  Paperback  stereo- 
type of  what  it's  like  on  the  42nd 
floor.  I  hope  to  God  that  these  people 
didn't  believe  what  they  were  saying 
about  the  responsibilities  and  priorities 
of  business,  because  if  they  did  and 
still  hold  these  attitudes,  they're  going 
to  be  crippled  when  they  go  out  into 
business.  Unless  they  go  down  to  work 
for  H.  L.  Hunt  [Texas  oil  millionaire 
and   right-wing  radical]. 

Tierney:  On  the  question  of  conform- 
ity, don't  you  think  that  part  of  the 
problem  is  that  the  school,  especially 
in  the  first  year,  demands  all  of  your 
time?  There  isn't  a  chance  to  display 
or  interchange  your  nonbusiness  ideas. 
You  get  out  Saturday  afternoon  and 
you  throw  on  a  good  time  Saturday 
night,  and  by  the  time  the  hangover's 
over  on  Sunday,  it's  time  to  start  for 
Monday   again. 

Bugatch:  I  feel  a  little  stupid  as  I'm 
getting  out  of  here.  I'm  worried  that  I 
won't  be  able  to  enjoy  the  things  that 
I  used  to  enjoy. 

Morley:  Yes,  it's  actually  an  amazing 
discovery  in  the  second  year  to  find 
that  there  are  really  some  interesting 
and  pleasant  people  around  this  place. 

Haas:  One  reason  I  came  here  rather 
than  the  Woodrow  Wilson  School  was 
simply  because,  after  two  years  in  a 
tiny  African  town,  Cambridge 
sounded  much  more  appealing  than 
Princeton,  N.J.  But  during  my  first 
year  here,  beads  of  sweat  would  break 
out  on  my  brow  if  I  walked  across  the 


river  to  Cambridge  and  dallied  in 
front  of  a  book  store.  I  knew  there 
were  things  I  should  be  doing. 

Rogers:  But  the  sacrifice  is  worth 
it.  I  came  here  to  learn  business.  I 
would  have  been  disappointed  if  I 
had  not  had  to  work  as  hard  as  I  did. 

Haas*:  But  do  you  think  business  of 
the  future  is  going  to  follow  the  same 
pattern  that  they're  at  least  trying  to 
te'ach  here  now?  Now  they  teach  that 
No.  One  is  to  maximize  profits. 

Tierney:  Who  teaches  that?  I  haven't 
heard  that  since  I  came  here.  The  only 
guy  who  told  me  that  since  I  came 
here  was  a  visiting  professor  from 
Carnegie.  Anyone  who  has  been  here 
for  two  years  and  hasn't  faced  the 
issues  that  there  are  problems  around 
the  world  for  which  business  has  a 
responsibility  was  just  a  mistake  in  the 
admissions  office. 

Haas:  It's  1968,  and  to  talk  about 
social  responsibility  at  a  business 
school  is  like  saying  that  J. P.  Morgan 
was  a  banker.  What's  the  big  surprise? 
What  bothers  me  is  that  the  school  as 
an  institution  hasn't  said  anything 
about  what  a  businessman's  social 
responsibilities  are. 

Tierney:  You  might  say  that  the 
brook  should  become  a  river,  but  nev- 
ertheless there's  concern  about  it  all 
over  the  country  right  now. 

Haas:  Maybe  I'm  just  very  young  and 
impatient,  but  I  think  the  concern  has 
got  to  become  very  urgent  among  the 
people  who  have  power.  The  Harvard 
Business  School  as  an  institution  has  a 
lot  of  power  in  influencing  business- 
men. We  talk  about  the  tire  or  the 
drug  industry  not  in  terms  of  social 
responsibility  but  in  terms  of  how 
competition  makes  it  difficult  for  any- 
one to  step  out  and  deviate  from  the 
industry  pattern.  I  think  the  sanctions 
of  the  Business  School  would  do  a 
great  deal  in  persuading  some  moder- 
ate or  conservative  businessmen. 

Bugatch:  It's  funny  to  talk  to  guys 
from  the  other  schools  at  Harvard  who 
come  over  here  to  take  courses.  The 
four  or  five  guys  I  know  were  just 
amazed  at  the  difference  in  scope  of 
this  school  compared  with  the  law 
school  or  the  government  school.  They 
find  us  very,  very  narrow.  My  point  is 
that  the  institution  focuses  on  tradi- 
tional business  problems  and  doesn't 
give  you  other  electives.  So  that  if 
somebody  is  still  trying  to  make  up  his 
mind  when  he  comes  here,  he's  sort  of 
swept  along  into  business.  ■ 
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Sexy  Sixes—And  Then  Some 

Under  today's  market  conditions,  some  of  Un- 
cle Sam's  bonds  are  yielding  well  over  6%. 


!^ERE  WAS  a  good  deal  of  excitement 
mong  ordinary  investors  in  May 
968  when  the  Federal  Government 
jrought  out  its  "sexy  sixes,"  an  issue 
>f  seven-year  notes  paying  6%.  What 
hey  overlooked  was  that  there  are 
I  good  many  other  federal  bond  is- 
ues  that  yield  well  over  6%  to 
naturity. 

They  are  what  the  Government  calls 
'non-Treasury  agency  securities."  This 
neans  securities  issued  by  such  agen- 
;ies  of  the  Government  as  the  Federal 
_and  Banks,  the  Federal  Home  Loan 
Banks  and  the  Federal  National  Mort- 
gage Association  (Fanny  May).  Few 
nvestors  except  the  professionals  have 
•ver  heard  of  them.  The  professionals, 
lowever,  liked  them  enough  to  buy 
13.9  billion  worth  in  the  Govern- 
nent's  1967  fiscal  year  (through  June 


30)  and  $3.7  million  worth  in  the 
first  nine  months  of  fiscal  1968.  More 
than  $29  billion  worth  of  non-Treas- 
ury agency  securities  are  currently 
outstanding. 

The  oldest  and  most  popular  of  the 
non-Treasury  agency  securities  are 
the  bonds  issued  by  the  Federal  Land 
Banks  which  were  established  in  1916 
to  provide  inexpensive,  long-term 
mortgage  money  for  farmers.  Last 
May  the  FLBs  issued  bonds  that  pay 
6.3%  and  mature  in  21  months.  They 
have  the  advantage,  for  the  average 
investor,  of  coming  in  $1,000  denomi- 
nations, whereas  most  of  the  non- 
Treasury  agency  obligations  come  in 
$5,000  units. 

The  Federal  Land  Banks  are  part 
of  the  Farm  Credit  Administration, 
which  also  includes  the  Federal  Inter- 
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mediate  Credit  Banks  and  the  Banks 
for  Cooperatives.  They,  too,  issue 
bonds  and  debentures  that  pay  around 
6%,  mature  in  as  little  as  six  to  nine 
months. 

The  Choices.  Another  Federal 
agency  whose  bonds  attract  profes- 
sional investors  is  the  Home  Loan 
Bank  system,  which  extends  credit 
to  savings-and-loan  associations.  The 
Home  Loan  Banks  recently  refinanced 
$326  million  worth  of  notes  in  as  small 
as  $5,000  denominations,  maturing  in 
1 1  months  and  paying  614  %  interest. 

Fanny  May  sells  debentures  and 
short-term  discount  notes  to  raise 
money  to  buy  guaranteed  and  insured 
Veterans  Administration  and  Federal 
Housing  Administration  mortgages. 
The  debentures  have  maturities  rang- 
ing up  to  1967  and  can  be  bought  to 
yield  6.4%.  The  notes,  which  mature 
in  30  to  270  days,  are  sold  at  a  dis- 
count and  pay  about  6%. 

Last  year  Fanny  May  got  the  job  of 
raising  money  for  federal  agencies 
whose  needs  are  too  small  to  warrant 
setting  up  their  own  money-market 
machinery.  It  does  so  through  what 
are  called  "participation  certificates." 
These  run  from  two  to  20  years  and 
pay  as  much  as  6.5%.  They  are  just 
about  as  riskless  as  an  investment  can 
be,  for  they  are  backed  by  the  Gov- 
ernment, whereas  the  other  non- 
Treasury  agency  securities  are  not. 
However,  it  is  inconceivable  that  any 
Congress  or  Administration  would 
permit  a  default  on  any  agency  se- 
curities. 

Many  high-bracket  investors  pre- 
fer to  buy,  at  a  discount,  outstanding 
non-Treasury  agency  securities  issued 
when  interests  rates  were  much  lower. 
The  discount  brings  the  effective  in- 
terest rate  up  closer  to  current  levels; 
and  the  lump-sum  gain  at  maturity 
is  taxed  at  capital-gains  rates.  The 
Land  Bank  issues  are  exempt  from 
all  state  and  local  income  taxes. 

These  non-Treasury  agency  secu- 
rities are  sold  through  banks  and  se- 
curities dealers.  The  brokerage  com- 
mission varies  with  the  issue.  The  fee 
on  a  security  maturing  in  six  months 
is  50  cents  per  $1,000;  on  one  matur- 
ing in  a  year,  $1  per  $1,000;  on  one 
maturing  in  15  years,  $3  per  $1,000. 

Most  banks  will  sell  the  non-Trea- 
sury agency  securities  to  depositors 
without  taking  any  sort  of  commission. 
A  few  charge  a  small  fee:  $3  for  any 
amount.  By  and  large,  the  banks  tend 
to  play  down  agency  securities,  fear- 
ing that  depositors  may  withdraw 
their  accounts  to  buy  them.  As  one 
banker  says:  "If  a  man  has  consider- 
able money  in  a  5%  savings  account, 
he  may  figure  why  let  it  sit  there 
when  he  can  get  6'/2%  from  Uncle 
Sam?"   ■ 
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Faces  Behind  the  Figures 


Herbert  W.   Jarvis 
Medal  or  .  .  . 

"Becoming  a  monopoly  is  a  kind 
of  gold  medal,  you  know,"  says 
Herbert  W.  Jarvis.  43,  president 
of  Boston's  United  Shoe  Machinery 
— now  USM  Corp. — one  of  the 
U.S."  most  renowned  and  vener- 
able monopolies.  "Just  holding  that 
market  position  was  something,'" 
he  adds.  USM  started  out  as  a 
monopoly  the  day  it  was  born  back 
in  1899  from  a  merger  of  five  shoe- 
machinery  companies,  and,  despite 
a  1953  antitrust  suit  designed  to 
break  its  stranglehold  on  the  mar- 
ket, it  substantially  still  is. 

The  1953  decree  did  force  USM 
to  license  its  shoe-machinery  pat- 
ents and  to  sell  as  well  as  lease 
its  shoe  machines,  but  it  didn't 
bring  any  real  competition  into  the 
business.  Perhaps  because  of  this, 
USM  made  only  fitful  (and  largely 
unsuccessful)   efforts  to  diversify. 

Since  Chairman  William  Brew- 
ster, whom  Jarvis  succeeded  as 
president  last  March,  took  over  in 
1961.  USM  has  been  diversifying 
with  a  will.  But  the  results  so  far 
have  been  scarcely  encouraging. 
With  20  acquisitions  under  its  belt, 
USM  has  established  itself  solidly 
in  both  adhesives  and  industrial 
fasteners,  and  in  the  process  has  re- 
duced shoe  machinery  from  63% 
to  36%  of  sales.  But  its  nonshoe 
profits  have  been  barely  enough  to 
offset  the  steady  decline  in  its  high- 
ly profitable  shoe-machinery  rent- 
als. In  seven  years,  earnings  have 
inched  up  only  16.6%   on  a  46% 

Jarvis  of  USM 


gain  in  sales,  while  USM's  return 
on  equity  dwindled  from  9.8%  to 
6.7%.  "We've  been  reinvesting  the 
cash  we  got  from  selling  our  leased 
machinery,"  says  Jarvis,  who  has 
been  largely  responsible  for  USM's 
diversification  program,  "but  this 
hasn't  paid  off  as  fast  as  we'd  like." 

Now  Jarvis,  whose  entire  business 
career  has  been  spent  at  USM, 
faces  more  problems:  In  1965  the 
Justice  Department  balked  at  the 
Boston  District  Court's  ten-year 
review  of  USM,  which  found  that 
the  original  decree  was  working. 
Advancing  the  argument  that 
USM's  current  62%  of  the  market 
constitutes  almost  as  effective  a 
monopoly  as  the  85%  of  1953,  it 
succeeded  last  month  in  getting  the 
Supreme  Court's  permission  to  re- 
open the  20-year-old  antitrust  case. 
The  case  has  already  cost  USM 
some  $4.2-million  in  out-of-pocket 
legal  fees.  Jarvis  figures,  and  an 
enormous  amount  of  management 
time,  and  the  end  is  not  yet  in 
sight.  USM  faces  another  long 
court  battle  and  the  possible  dis- 
memberment of  its  shoe-machinery 
operations.  But  the  company  has  no 
intention  of  throwing  in  the  towel. 
"So  far,"  Jarvis  says,  "we're  run- 
ning the  business,  not  the  Govern- 
ment." 

Even  so,  USM's  monopoly  is 
getting  to  look  more  like  an  alba- 
tross than  a  medal.  ■ 


Arthur   Allyn 

More  Fun  thart  the 
Brokerage  Business 

Businessmen  like  to  repeat,  "I'm 
not  in  business  for  the  fun  of  it," 
but  Chicago  investor  Arthur  Allyn 
insists  that  his  biggest  dividends  are 
in  fun,  not  in  money. 

Allyn  and  his  brother,  John,  in- 
herited the  Chicago-based  invest- 
ment house  of  A.C.  Allyn  &  Co. 
from  their  father.  They  merged  it 
with  Francis  I.  du  Pont  &  Co.  in 
1963.  They  also  have  a  family 
holding  company,  Artnell  Co., 
which  Art  Allyn  describes  as  a  re- 
pository for  "all  of  the  presum- 
ably no-good  securities  that  Allyn 
&  Co.  had  after  the  1929  crash." 
Today  Artnell  (sales:  $25  million) 
ofters  oil-drilling  services,  makes  P- 
5 1  airplanes  and  has  control  of 
Hart-Carter   Co..   a    $26-million-a- 
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Investor  Allyn 

year  maker  of  farm  implements. 

But  the  AUyns'  pride  and  joy  is 
the  Chicago  White  Sox.  Artnell 
bought  the  ball  team  in  1961  and 
1962  for  something  over  $7  million. 
Art  Allyn  insists  he  couldn't  afford 
the  team  if  his  other  investments 
weren't  profitable.  "The  profit  is 
thin.  As  a  return  on  investment,  it 
stinks." 

In  spite  of  the  supposedly  low 
profitability,  Allyn  admits  that  big 
money  could  be  made  in  baseball. 
Not  in  running  teams,  but  in  sell- 
ing them.  "In  the  market  today." 
he  says,  "I  suspect  I  could  get  SI4 
million  for  the  White  Sox." 

The  way  it  works  is  almost  as 
good  as  real  estate  or  drilling  for 
oil.  The  Internal  Revenue  permits 
club  owners  to  write  the  price  off 
in  five  years.  Allyn  says.  Thus  by 
merely  breaking  even  you  get  your 
money  back  fairly  quickly.  The 
selling  price  is  pure  gravy. 

"But  nobody  does  this,"  Allyn 
says,  pointing  out  that  only  four 
of  the  current  20  major-league 
baseball  teams  have  changed  own- 
ers in  the  past  five  years.  And  why 
not?  "I  think  because  of  the  glam- 
our. You  get  into  the  bloody  busi- 
ness and  you  enjoy  it  too  much." 

Allyn  enjoys  it  so  much  that  he 
hopes  to  build  a  vast  sports  com- 
plex in  his  home  town.  It  would 
consist  of  a  $20-million  baseball 
park,  an  $18-million  football  sta- 
dium and.  possibly,  an  $8-million 
hockey-and-basketball  arena.  Re 
minded  that  every  major  sports 
stadium  built  in  recent  years  was 
paid  for  with  public  money.  Allyn 
replies  that  he's  not  in  it  for  big 
money,  but  thinks  the  project  could 
pay  its  way.  How?  "If  I  told  you." 
he  replies,  "it  would  blow  my  deal 
high,  wide  and  handsome."  ■ 
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Dr.   John    Mauchly 
Un-Success   Story 

Dr.  John  Mauchly's  role  in  de- 
veloping the  computer  is  so  well 
known  that  IBM  Chairman  Thomas 
J.  Watson  Jr.  once  gave  him  a 
watch  in  honor  of  his  achievements 
— though  Mauchly  had  worked  for 
competitor  Sperry  Rand  for  ten 
years.  Mauchly  and  J.  Presper 
Eckert,  both  former  professors  at 
the  University  of  Pennsylvania, 
built  the  first  electronic  computer, 
the  ENIAC,  in  1946  and  UNIVAC, 
the  first  business-oriented  computer, 
in  1951.  Eckert  is  today  a  vice  pres- 
ident at  Sperry  Rand. 

Mauchly  is  chairman  of  a  small 
($1.5-million  revenues)  computer 
services  company  named  Mauchly 
Associates  that  has  never  made  a 
profit  since  its  founding  in  1959.  "It 
has  been  a  disappointment,"  he  says. 
Mauchly  Associates'  poor  record 
hasn't  been  his  only  disappoint- 
ment. Throughout  his  career  he 
has  had  almost  as  much  trouble 
getting  his  ideas  accepted  as  he 
has  had  getting  Mauchly  Associates 
into  the  black.  First  he  was  dis- 
couraged from  building  an  elec- 
tronic computer  by  fellow  scientists. 
Later  he  had  great  difficulty  get- 
ting anyone  interested  in  buying  the 
little  company  he  set  up  after  the 
war  to  build  UNIVAC.  Still  later, 
when  he  did  sell  out  to  Remington 
Rand  (now  Sperry  Rand),  he  ran 
into  unimaginative  thinking  and 
poor  marketing  by  the  former  man- 
agement of  what  is  now  Sperry 
R^md. 

Despite  Mauchly's  gifts  as  an 
imaginative  thinker,  he  is,  as  he 
freely  admits,  a  flop  as  a  man- 
ager. "About  the  only  person  I 
know  who  is  good  at  both  is  Edwin 

Mauchly    of    Mauchly    Associates 


Land  [of  Polaroid],"  he  says.  Thus 
Mauchly  has  always  had  to  depend 
on  an  entrepreneur-manager  to 
champion  his  ideas  and  build  an 
organization  to  implement  them. 
Henry  L.  Strauss  of  American 
Totalizer  performed  this  role 
briefly  after  the  war.  But  Strauss 
was  killed  in  an  airplane  accident, 
"leaving  us,"  says  Mauchly,  "at  the 
mercy  of  the  cold,  cruel  world." 

Next  he  joined  Remington  Rand, 
but  there  he  was  so  far  removed 
from  management  that  he  lost  his 
ability  to  influence  key  decisions. 
"The  bigger  a  company  gets,"  says 
Mauchly,  "the  more  weight  there 
is  to  press  the  guy  at  the  bottom." 

At  60,  Mauchly  hopes  he  has 
finally  found  the  right  associate  in 
Thomas  Fleming,  president  of  Sun- 
asco,  a  small  real-estate  and  fi- 
nancing company  that  will  acquire 
Mauchly's  company  this  summer. 
Fleming,  who  quit  as  a  Howmet 
Corp.  vice  president  early  this  year 
to  take  the  Sunasco  job,  plans  to 
convert  it  into  a  computer-leas- 
ing company  with  Mauchly  Asso- 
ciates as  a  subsidiary.  Mauchly  will 
be  director  of  research.  "At  last," 
he  says,  "I  won't  have  to  be  all 
things  to  all  people."  ■ 


Douglas  A.  Jones 
Cycle  Proof? 

"We  may  have  other  problems," 
says  Douglas  A.  Jones,  the  51 -year- 
old,  Canadian-born  president  of 
Pittsburgh's  H.H.  Robertson  Co., 
producer  of  specialty  prefabricated 
building  materials  like  steel  roofing 
and  siding,  cellular  steel  floors  and 
curtain  walls,  "but  the  construction 
cycle  isn't  one  of  them." 

Robertson's  sales  record  is  pret- 
ty much  proof  of  that.  Over  the 
past  decade  its  sales  have  risen 
without  interruption  from  $60  mil- 
lion to  $152  million,  while  its  earn- 
ings have  soared  somewhat  less  reg- 
ularly from  $1.74  to  $4.28  a 
share.  The  reason,  Jones  explains, 
is  that  Robertson  is  different  from 
most  other  building-materials  com- 
panies. Essentially,  what  it  does 
is  to  reduce  on-site  building  costs 
by  performing  much  of  the  fabri- 
cation at  the  factory — at  far 
lower  rates  than  prevail  in  the 
building  trades.  It  serves  the 
commercial,  institutional  and  in- 
dustrial markets  exclusively,  and  so 
escapes  the  volatile  home-building 
cycle  entirely.  It  splits  its  business 
between  the  U.S.  (52%  of  sales) 
and    Europe,    where    construction 
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Jones  of  Robertson  Co. 

cycles  are  generally  out  of  phase. 
"This  diversification,"  Jones  says, 
"takes  substantially  all  the  cycles 
out  of  our  picture." 

Robertson  is  different  in  other 
ways  as  well.  Unlike  its  competi- 
tors, it  has  never  been  content 
merely  to  sell  its  output  to  con- 
tractors. "We've  never  been  a  sim- 
ple material  supplier  that  dumps 
its  materials  at  a  construction  site 
and  leaves,"  Jones  says.  "We're 
an  integrated  custom  building  sup- 
plier that  researches,  designs,  man- 
ufactures and  erects  all  its  own 
products."  Characteristically,  Rob- 
ertson moves  into  a  building  after 
the  steel  workers  leave. 

None  of  this  was  enough  to  keep 
Robertson's  earnings  from  falling 
26%  last  year,  somewhat  more 
than  the  rest  of  the  industry's. 
The  trouble,  however,  was  not  that 
the  construction  business  was  off 
— Robertson's  sales  were  up  6%  — 
but  that  it  had  run  into  manage- 
ment problems  in  Europe.  "We 
plunged  into  Europe  with  eight 
companies  in  as  many  years,"  Jones 
says,  "and  it  was  simply  a  matter 
of  going  too  far  too  soon.  We 
didn't  have  the  management  ex- 
pertise over  there  to  do  the  con- 
tracting jobs  properly,  and  four  of 
our  companies  lost  money."  Jones 
already  has  that  problem  pretty 
much  cleaned  up,  and  the  troubled 
subsidiaries,  he  says,  should  begin 
making  good  money  by  1969. 

Even  at  that,  Robertson  did  not 
fare  at  all  badly.  Last  year's  12.1% 
return  on  equity  may  have  been 
well  below  its  18.3%  1966  high, 
but  it  was  more  than  half  again  as 
much  as  the  average  return  of  the 
nine  producers  of  finishing  mate- 
rials in  Forbes  20th  Annual  Report 
on  American  Industry.  ■ 
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-Faces  Behind  the  Figures' 

D.P.   Boothe  Jr. 
"Quite   a    Character'' 

"An  imaginative,  energetic  maver- 
ick," is  how  one  Greyhound  Corp. 
official  describes  57-year-old  D.P. 
(Dyas  Power)  Boothe  Jr.  Grey- 
hound is  not  exactly  unbiased.  It  is 
currently  suing  Boothe  for  SIO  mil- 
lion. Greyhound  accuses  Boothe  of 
selling  them  his  leasing  business, 
then  quitting  to  compete  with  them 
and  taking  business  away  from  them. 

A  former  Navy  commander  and 
insurance  salesman.  D.P.  Boothe  Jr. 
first  got  into  the  leasing  business 
when  he  and  a  group  of  former 
Navy  men  formed  U.S.  Leasing 
Co.  Dissatisfied  with  the  company's 
development,  Boothe  took  his  share, 
worth  S70,000,  and,  with  the  finan- 
cial help  of  other  investors,  formed 
his  own  company  in  1954.  San 
Francisco  -  headquartered  Boothe 
Leasing  Corp.  In  eight  years  Boothe 
guided  his  company  into  a  wide 
range  of  equipment-leasing  from 
specialized  processing  machines  to 
barges.  In  1962  he  sold  Boothe 
Leasing  to  Greyhound  for  70,000 
Greyhound  shares,  then  worth 
around  Si  million,  and  continued 
to  run  the  company.  But  not  always 
smoothly. 

"When  I  formed  GC  Computer 
(now  Greyhound  Computer  Corp.], 
a  computer-leasing  subsidiary," 
says  Boothe,  "Greyhound  was  a 
very  reluctant  participant.  At  that 
time  their  board  averaged  over  70 
years  of  age  and  no  one  over  30 
knows  what  is  going  on  in  the  com- 
puter business  anyhow.  They  were 
scared  to  death  of  the  business." 

The  final  break  came  when 
Greyhound    decided    to    move    its 

Boothe  of  Boothe  Compufer 


leasing  business  to  Chicago  last 
year.  "I  had  assembled  a  rather 
brilliant  bunch  of  young  men  who, 
rightly  or  wrongly,  felt  that  the  at- 
mosphere in  Chicago  would  not  be 
simpatico,"  says  Boothe. 

Boothe  and  some  20  of  his  men 
stayed  in  San  Francisco  and  formed 
Boothe  Computer  Corp.  He  sold 
his  Greyhound  stock.  "If  I  am  go- 
ing to  cut  some  guy's  throat," 
Boothe  explains.  "I  want  to  do  it 
with  a  clear  conscience." 

Boothe  found  willing  investors. 
The  largest  was  General  American 
Transportation,  which  put  up 
17%  of  the  equity.  A  few  months 
later,  he  and  GAT  formed  a  new 
subsidiary,  GATX-Boothe  (aircraft, 
shipping  and  railroad-equipment 
leasing). 

Now  D.P.  Boothe  Jr.  is  a  direc- 
tor of  General  American,  chair- 
man of  GATX-Boothe.  and  chief 
executive  of  his  own  company.  His 
combined  salary  is  more  than  the 
575,000  he  received  at  Greyhound, 
and  he  owns  over  30.000  shares  of 
Boothe  Computer,  which  made  its 
stock  debut  last  month  at  S18  and 
has  since  skyrocketed  past  S50. 

In  spite  of  the  lawsuit.  Grey- 
hound is  fairly  philosophical  about 
the  whole  thing.  Boothe  is  not  the 
first  computer  man  to  leave  Grey- 
hound. At  least  three  other  men 
left  Greyhound  and  went  into  the 
computer-leasing  business  on  their 
own.  But  Greyhound's  not  entirely 
unhappy.  Its  equipment  and  com- 
puter-leasing subsidiaries  added 
close  to  $8  million  to  profits  last 
year.  Sighs  a  spokesman  for  Grey- 
hound: "This  is  one  of  the  costs  of 
doing  business.  We  are  suing  them 
because  presumably  they  took  away 
some  of  Greyhound's  customers. 

"Mr.  Boothe?  He's  quite  a  char- 
acter. A  most  interesting  man."  ■ 


John  E.   Mitchell 
"Anybody  Can  Build  Iron" 

"Sometimes  there's  an  advantage 
to  coming  in  last,"  says  John  E. 
Mitchell,  vice  president  in  charge 
of  Massey-Ferguson's  Industrial  & 
Construction  Machinery  group. 
Mitchell  ought  to  know.  It  was  not 
until  three  years  ago  that  the  giant 
international  farm-equipment  mak- 
er got  around  to  launching  a  major 
attack  on  the  S5.5-billion  market 
for  crawler  tractors,  loaders,  exca- 
vators and  the  like.  That's  when  it 
lured  the  42-year-old  Mitchell,  an 


"^ 


Mitchell  of  Massey-Ferguson 

Illinois-born  mechanical  engineer, 
away  from  Clark  Equipment  to  set 
up  the  new  division. 

Massey-Ferguson  had  been  sell- 
ing a  small  line  of  industrial  and 
construction  equipment  around  the 
world  for  years,  so  Mitchell  was 
not  exactly  starting  from  scratch. 
But  in  the  past  two  years  Mitchell's 
ICM  group,  on  a  35%  increase  in 
sales,  has  emerged  as  the  fastest 
growing  segment  of  the  company. 
It  posted  a  5.7%  sales  gain  (to 
S79.2  million)  even  last  year  when 
M-F's  over-all  sales  declined  2%. 
Mitchell  predicts  ICM  sales  should 
rise  to  SI 50  million  by  1970. 

Unlike  International  Harvester 
and  Allis-Chalmers.  M-F  has  no  in- 
tention of  tackling  Caterpillar  Trac- 
tor, the  industry's  giant,  head  on. 
Instead,  Mitchell  explains,  it  has 
fixed  its  sights  on  the  market  for 
light  and  medium  equipment,  which 
accounts  for  85%  of  the  industry's 
unit  sales,  though  perhaps  less  than 
50%  of  its  dollar  volume.  With  the 
big  money  in  larger  units.  Caterpil- 
lar has  been  gradually  abandoning 
this  market  to  J.I.  Case  and  Deere. 
who  dominate  it  currently. 

"Because  we  were  last  into  the 
market. "  Mitchell  says,  "we  were 
able  to  incorporate  the  most  mod- 
ern designs  in  our  models — a  lot  of 
manufacturers  build  rugged  equip- 
ment, but  it  looks  like  hell.  But  our 
biggest  advantage  is  our  overseas 
distribution  system.  Our  ICM  prod- 
ucts are  sold  in  164  foreign  coun- 
tries, mostly  by  our  farm  machin- 
ery dealers,  and  this  is  the  most 
successful  machinery  distribution 
organization  in  the  world,  bar  none. 
Anybody  can  build  iron,  but  you 
don't  build  a  distribution  system 
overnight."   ■ 
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A  famous  moment  in  business. 


When  Barrymore  put  the  crush  on 
Dolores  Costello  it  brought  millions  of  sighs 

0  the  ladies  of  America.  And  millions  of 
lollars  to  the  movie  industry. 

So  Forbes  did  a  story  on  the  industry, 
)Ut  from  a  businessman's  point  of  view, 
ather  than  a  popcorn  eater's. 

Every  year  we  detail  over  three  hun- 
Ired  business  and  corporation  stories  like 

1  hat  one.  But  we've  never  been  sure  how 
nany  businessmen  with  keys  to  the  execu- 
ive  washroom  read  Forbes  regularly.  And 
ho roughly. 

We  called  in  the  research  firm  of  Erdos 
ind  Morgan,  and  here's  what  they  did: 

They  mailed  out  a  questionnaire  to  a 
;ampling  of  2,000  of  the  11,500  corporate 
i)fficers  in  companies  with  assets  of  75  mil- 


lion dollars  and  over  (all  are  on  Forbes 
Executive  Complimentary  list) .  They  were 
asked  two  questions:  Which  of  the  follow- 
ing magazines  do  you  read  regularly? 
Which  two  do  you  read  most  thoroughly? 
Here  are  the  results: 
Magazines  read  regularly: 

Forbes  

Time  


Business  Week 
Fortune  


U.S.  News  and  World  Report 
Newsweek 


Magazines  read  most  thoroughly: 
(Total  mentions.) 

Forbes  

I'ime 

Business  Week 


U.S.  News  and  World  Report 

Fortune 

Newsweek 


81.8% 
56.7% 
53.9% 
47.5% 
38.0% 
31.0% 


49.5% 
40.4% 
30.1% 
23.9% 
21.6% 
13.5% 


The  facts  are  plain  and  simple: 
Regardless  of  how  these  11,500  cor- 
porate officers  received  the  above  maga- 
zines, more  of  them  not  only  read  Forbes 
regularly,  they  read  it  more  thoroughly. 

We  know  that  the  ladies  of  America 
probably  still  appreciate  Barrymore  and 
Costello  more  than  us.  But  we  hope  that 
the  businessmen  of  America  will  appreciate 
Erdos  and  Morgan. 

Forbes:  capitalist  tool 


You  already  know  that  HIA  plays  host  to  36  million  guests  each  year; 
YOO  mail  not  know  about  HIA's  diversification  in  the  service  Industry. 


In  dispensing  food  and  lodging  service, 


W 


Holiday  Inns  of  America, 


Inc.,    developed    hundreds    of    services   for   the   service   industry.   For 
example,  HIA  can:  develop  any  kind  of  institution  down  to  the  last  teaspoon 


build  relocatable  buildings  L^iL^Jl^ 


manufacture  laminated  furniture  parts 


A 


hand-made  furniture   j      TT 

Co 


make  a  carload  of  exotic 


finance  your  equipment 


weave  a  thousand  miles  of  carpeting 


print  institutional  forms  by  the  millions^ 
shipping  containers 


arrange  your  travel — or  sell  you  a  plane 


process  tons  of  your  data 


consumable  supplies 


entire  shopping  center) 
ucts 


provide 


furnish  and  equip  any  building  (or  an 
sell  dozens  of  special  HIA-labeled  prod- 
process  quality  packaged  meat  products 
sell  you  a  Holiday  Inn  franchise/-:;^^ /^  ^  then  build  your 
inn  and  show  you  how  to  operate  it  profitably. 
And  we're  still  growing.  Find  out  more — write  for  our  latest  financial  report. 


HIA  DIVISIONS 

AND 

SUBSIDIARIES: 

Inns  and 
Restaurants  Div. 

Inn  Keepers  Supply 

Holiday  Press 

HIA  Construction  Div. 

Nat  Buring 
Packing  Co. 

Institutional  Mart 
of  America 

General  Innkeeping 
Acceptance  Corp. 

General  Data  Corp. 

Special  Products  Div. 

Hi-Air,  Inc. 

Holiday  Industries 

Holiday  Containers, 
Inc. 

Phenix  Carpet 
Mills,  Inc. 

Holiday 
Carpet  Center 

Artes  De  Mexico 
Internacionales 

Holiday 
Manufacturing  Co. 

Holiday  Inn 
Record  Co. 

World  Travel 
International 


Hin 
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The  Forbes  Index 


preliminary 


Period  ol  Economic  Recefgion  as  defined 
by  National  Bureau  of  Ectgpmic  Researak, 
i  .1  I    ■  i/        ■"* 


57  j  1958  I  195»*  1960   1961 /f  1962   1«i  f  1364'  1965  |  1966  |  1967  |l  9  6  8 


Composed  of  the  following  components, 

•  How  much  are  we  producing? 
(FRB  index) 

•  How  many  people  have  been 
laid  off?  (U.S.  Dept.  of  Labor 
initial  unemployment  claims) 

•  How  intensively  are  we  work- 
ing?  (BLS   average   weekly 


APRIL   111.0 

MAY    110.5 


120    JUNE    111.6 


JULY  111.6 

AUG 114.1 

SEPT 114.2 

OCT 115.2 

NOV 117.3 

DEC 119.2 

JAN 120.4 

FEB 122.7 

MAR 124.6 

APR.  (pre.)  125.0 
MAY  (pre.)  125.2 


hours  in  manufacturing) 

•  How  much  hard  goods  are  we 
ordering?  (Dept.  of  Comm. 
durable  goods  new  orders  of 
last  3  months  related  to  in- 
ventories) 

•  How  much  are  people  spend- 


ing? (Dept.  of  Comm.  depart- 
ment store  sales) 

•  How  much  are  we  building? 
(Depf.  of  Comm.  private  non 
farm  housing  starts) 

•  How  much  are  workers  earn- 


ing? (Dept.  of  Comm.  per- 
sonal income  in  manufactur- 
ing and  mining) 

•  Are  consumers  taking  on 
more  or  less  debt?  (Federal 
Reserve  net  change  in  con- 
sumer installment  debt) 


The  Trouble  with  Prediction 

Depending  into  which  corner  of  the  newspaper  a  reader 
looked  this  month,  he  would  have  seen  that  construction 
contracts  are  down,  the  stock  market  is  up  and  new  orders 
for  durable  goods  are  down — but  only  because  of  a  sub- 
stantial fall  in  orders  for  aircraft. 

So,  what  to  think?  Such  leading  indicators  are  supposed 
to  point  out  the  future  direction  of  the  economy,  yet  they 
don't  agree  with  one  another.  To  be  of  any  real  use  at  all, 
each  leading  indicator  must  be  understood  separately. 
Some,  for  example,  lead  the  economy  by  more  months  than 
others.  Geoffrey  H.  Moore,  director  of  research  for  the  Na- 
tional Bureau  of  Economic  Research,  has  been  a  leading 
student  of  the  indicators  for  several  years,  and  he  points  out 
that  the  stock  market  has  led  the  peaks  and  valleys  of  the 
business  cycle  by  an  average  of  four  months.  Change  in 
money  supply,  however,  has  led  by  15  months.  The  change 
in  unfilled  durable-goods  orders  has  led  by  12  months,  in 
consumer  installment  debt  by  ten  months,  in  corporate 
profits  per  dollar  of  sales  in  manufacturing  by  seven  months. 

In  addition,  each  leading  indicator  has  its  own  logic.  For 
instance,  the  average  work  week  is  rated  by  Moore  as  a 
leading  indicator,  whereas  the  general  unemployment  rate 
is  not.  The  reasoning:  Employers  first  try  to  adjust  the  hours 
worked  by  employees  before  conditions  have  changed  so 
greatly  that  they  hire  or  lay  off  in  great  numbers. 

Finally,  the  leading  indicators  have  to  be  combined  and 
weighted.  These  indicators,  numbering  about  36  in  Moore's 
most  recent  studies,  have  foreshadowed  the  recessions  of 
1948-49,  1953-54,  1957-58  and  1960-61.  An  index  com- 
posed of  selected  leading  indicators  would  have  mechani- 
cally forecast  the  economy  over  the  past  few  decades  more 
accurately  than  have  half  the  economists.  "By  putting  these 
leading  indicators  together  into  an  index,"  Moore  says, 
"you  would  have  done  just  about  as  well  as  the  average  for 
economists  since  World  War  II." 

The  Unknown  Quantity.  This  mechanistic  approach, 
however,  has  been  criticized  by  many  economists  who 
believe  that  the  indicators  must  be  used  in  conjunction 
with  mathematical  models  of  the  economy,  intuition  or 


just  plain  common  sense.  The  indicators  dropped  in  1951, 
for  example,  but  everyone  knew  that  the  Government  was 
going  to  have  to  pour  money  into  the  new  Korean  war;  and 
the  coming  recession,  in  fact,  never  occurred.  Similarly, 
the  decline  of  the  indicators  before  the  gross  national 
product  slowed  down  in  1966-67  alerted  the  Government, 
which  increased  spending,  and  the  Federal  Reserve,  which 
eased  money.  Increasing  confidence  in  their  value  may 
therefore  have  prevented  the  leading  indicators  from  add- 
ing another  recession  to  their  battle  stripes.  The  logical  con- 
clusion, in  fact,  is  that  with  the  Government  more  and 
more  concerned  with  "fine-tuning"  the  economy,  the  econ- 
omy will  go  up  if  the  indicators  go  down,  because  the 
Government  will  act  on  what  it  sees.  It  is  for  reasons  like 
this  that  Moore  says,  "The  indicators  lead,  but  they  don't 
predict.  People  predict." 

Many  economists  criticize  the  business-indicator  ap- 
proach also  because  they  say  it  forecasts  only  turns  in  the 
economy,  not  the  strength  or  weakness  of  trends.  Moore 
denies  this,  arguing  that  the  leading  indicators  also  foretell 
the  strength  of  an  economic  movement.  "Don't  forget,"  he 
says,  "that  even  though  there  was  no  downturn  in  1966-67, 
only  a  slowing  down,  some  industries  experienced  declines 
— in  other  words,  their  own  recessions." 

However  valuable  the  indicators  may  be,  however,  no 
economic  analysis  is  a  substitute  for  a  truly  perceptive 
observer  of  society.  Such  a  man  is  Adolf  A.  Berle,  Columbia 
University  law  professor  emeritus,  economic  adviser  to 
presidents,  and  the  author  of  some  provocative  works  on 
American  society.  Last  month  Forbes  interviewed  several 
economists  on  the  possibility  of  another  depression.  None 
thought  it  possible,  except  Berle,  and  his  reasoning  was  not 
based  on  economics.  "If  you  had  American  labor  following 
what  happened  at  Columbia  University  a  few  weeks  ago," 
he  said,  "there  could  be  a  moral  breakdown  that  could  stop 
any  economic  system,  no  matter  how  well  organized."  A 
few  days  after  this  interview  came  the  totally  unexpected 
revolt  of  French  workers,  the  paralysis  of  the  French  econ- 
omy and  an  economic  change  in  the  future  of  France  that 
no  statistical  forecasts  could  have  predicted.  People  make 
an  economy  and  people  are,  of  course,  unpredictable.   ■ 
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. .  regardless  of  time 
funds  remain  in  account 

Dividends 
Compounded  Daily 

on  all  accounts  as  follows: 
funds  received  by  us  by  the 
10th  of  any  month  and  held 
to  the  end  of  the  quarter  earn 
from  the  1st.  Funds  received  by  the  10th  of  the 
month  and  withdrawn  before  the  end  of  the 
quarter  earn  from  the  date  of  receipt  to  the 
actual  date  of  withdrawal.  Funds  do  not  have 
to  remain  in  the  account  a  minimum  of  3  months. 
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MARKET  COMMENT 


by  L  O.  HOOPER* 


A  Seasonal  Upward  Trend 


In  a  representative  year,  the  stock 
market  usually  has  a  nice  advance  in 
July  and  August  from  whatever  lows 
are  registered  in  June.  Indeed,  on 
the  basis  of  past  history,  the  odds  in 
favor  of  a  better  market  in  July  and 
August  than  in  June  are  about  five 
to  one.  I've  never  been  able  to  ra- 
tionalize this  seasonal  tendency  to  my 
own  satisfaction;  all  I  know  is  that  it 
usually  occurs. 

I  would  say  that  there  is  a  good 
chance  that  the  trend  will  be  better 
this  year  in  July  and  early  August 
than  in  June.  We  have  experienced  a 
mild  setback  from  the  superenthusi- 
asm  in  April  and  early  May,  and  the 
strong  cash  position  of  the  institutions 
is  a  bullish  factor  of  importance.  Most 
of  the  "unfavorable"  things  have  been 
widely  advertised  and  digested. 

The  Securities  &  Exchange  Com- 
mission has  published  its  annual  sur- 
vey of  the  transactions  of  institutions 
in  1967.  It  provides  statistical  support 
for  what  this  column  has  been  men- 
tioning with  persistent  regularity.  Last 
year  the  institutions  made  net  pur- 
chases of  common  stocks  in  the  amount 
of  $7.7  billion.  This  is  more  than  twice 
the  net  purchases  as  recently  as  in 
1964.  The  net  purchases  of  the  mutual 
funds  were  $1.6  billion,  about  60% 
higher  than  in  1966.  The  net  purchases 
of  the  uninsured  pension  funds  were 
$5  billion,  or  38%  more  than  in  1966; 
the  life  insurance  companies,  $800 
miUion,  more  than  twice  as  much  as  in 
any  previous  year. 

As  also  previously  reported  in  this 
column,  the  turnover  of  common 
stocks  in  institutional  portfolios  is 
faster  than  formerly,  which  means 
that  the  institutions  are  trading  more. 
The  SEC  study  finds  that  while  the 
turnover  of  all  stocks  on  the  New 
York  Stock  Exchange  was  23%  in 
1967  against  19.3%  in  1966,  the 
open-end  investment  companies  had  a 
turnover  of  38.7%   against  30.8%   in 

1966  and  18.7%  in  1965.  Pension 
funds   had   a   turnover   of    11.5%    in 

1967  vs.  7.8%  in  1966,  7.1%  in  1965. 
There    are    no    up-to-date    figures 

about  the  amount  of  cash  and  cash 
equivalents  in  institutional  hands  now 
awaiting  investment  in  equities;  but 
we  do  know  (and  this  is  surprising) 
that  at  the  end  of  April  the  cash 
holdings   of   the    mutual    funds   were 


slightly  larger  than  at  the  end  of 
.March.  For  what  it  is  worth,  I  esti- 
mate that  institutional  cash  holdings 
as  of  June  1  were  about  as  large  as  on 
Mar.  31.  The  supply-demand  equa- 
tion in  the  stock  market  is  decidedly 
favorable  for  higher  share  prices.  This 
is  true  on  a  short-term  basis  as  well 
as  on  a  long-term  basis. 

Possible  Buys 

The  reduction  in  the  Swift  &  Co. 
(24)  dividend  came  as  a  complete 
surprise,  but  a  substantial  part  of  the 
decline  in  reported  earnings  was  due 
to  write-offs,  which  normally  would 
have  been  charged  against  surplus 
rather  than  against  current  profits. 
I  have  been  recommending  purchase 
of  Swift  &  Co.  on  weakness,  feeling 
that  there  are  very  high  values  back 
of  this  equity  and  that  these  values 
will  not  long  remain  neglected. 

There  is  persistent  buying  in  Penn 
Central  (78).  Most  of  it,  so  far  as 
I  can  ascertain,  is  inspired  by  the 
company's  real-estate  holdings  in  Flor- 
ida, California,  New  York,  Illinois  and 
elsewhere.  Charge-offs  made  possible 
by  abandonment  of  duplicate  facilities 
incident  to  the  merger  of  New  York 
Central  and  Pennsylvania  will  estab- 
lish a  big  tax-loss  carryback  making 
the  company's  profits  tax  free  for  sev- 
eral years.  The  economies  of  the  mer- 
ger will  show  up  more  in  subsequent 
years  than  in  1968,  since  severance 
pay  this  year  will  be  very  large.  I 
think  those  who  buy  Penn  Central 
stock  now  will  realize  important  ap- 
preciation in  the  future. 

Leeds  &  Northrup  (31)  looks  es- 
pecially interesting  in  the  field  of 
process-control  instrumentation.  Some 
analysts  are  suggesting  it  in  prefer- 
ence to  Foxhoro  in  the  same  field. 
Earnings  this  year  should  be  $1.50 
a  share  with  better  results  in  1969. 
...  I  continue  to  like  Southern  Natu- 
ral Gas  (46)  as  a  strong  utility  with 
something  added  in  offshore  drilling 
and  land  exploration  in  Louisiana  and 
Texas.  .  .  .  The  trend  toward  mergers 
and  takeovers  is  unabated.  There  is 
a  quest  for  neglected  issues  that  the 
performance  boys  have  been  avoid- 
ing. It  is  impossible,  however,  to  know 
where  lightning  will  strike  next.  ■ 

*Mr.   Hooper   is  associated   with   the   New  York 
Stock  Exchange  firm  of  W.E.  Hutton  &  Co. 
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STOCK  ANALYSIS 


by  HEINZ  H.  BIEL* 


The  American  Challenge 


If  an  American  had  written  that  book. 
European  readers  would  have  been 
outraged  and  branded  it  as  brazen 
American  arrogance.  However,  Le 
Deft  Americain  (The  American  Chal- 
lenge) was  written  by  a  noted  French- 
man, Jean-Jacques  Servan-Schreiber, 
the  highly  competent  editor  and  pub- 
lisher of  the  leading  French  news 
magazine  L'ExpressA  This  book  has 
become  a  sensational  best  seller  all 
over  Europe.  The  English  translation 
will  be  out  next  month.  Without 
doubt  it  will  be  a  best  seller  here  too. 
Servan-Schreiber,  in  brief,  warns  his 
fellow  Europeans  that  unless  they 
combine  their  strength  and  cooperate 
to  a  far  greater  extent  than  is  now 
being  done  by  the  members  of  the 
Common  Market,  Western  Europe 
will  become  a  third-rate  power  not 
only  in  the  field  of  economics  but  in 
the  sciences  and  the  arts  as  well.  This 
book  is  anything  but  anti-American. 
While  not  uncritical,  Servan-Schreiber 
stresses  the  fruitful  effects  of  coopera- 
tion in  America  of  business  with  gov- 
ernment and  the  universities  in  re- 
search and  development.  It  is  certainly 
no  coincidence  that  so  many  science- 
oriented  companies  have  settled  close 
to  such  seats  of  brain  power  as  MIT 
or  Cal  Tech,  nor  is  it  a  coincidence 
that  the  untold  billions  spent  by  the 
Government  on  R&D  have  been  of  tre- 
mendous benefit  to  American  industry. 

Growth  Par  Excellence 

Servan-Schreiber  is  full  of  admira- 
tion of  American  corporate  manage- 
ment, its  flexibility  and  ingenuity.  In 
fact,  he  considers  the  "management 
gap"  a  far  more  serious  threat  to 
Western  Europe  than  the  so-called 
technology  gap,  which  has  often  been 
stressed  as  a  main  reason  for  the 
increasing  superiority  of  American  in- 
dustry. He  predicts  that,  unless  West- 
ern Europe  pulls  itself  together,  in 
15  years  the  third  industrial  power  in 
the  world,  after  the  U.S.  and  the  Soviet 
Union,  may  not  be  Europe  but  Ameri- 
can industry  in  Europe. 

My  reason  for  mentioning  the  book 
at  some  length  is  that  it  is,  by  implica- 
tion, the  strongest  imaginable  recom- 
mendation to  invest  in  America.  No 

/' ''^t  issue,  FORBES  carried  an  interview 

'I  .ident  of   Oow  Chemical    Europe   S.A. 

li'J  lied  many  of  the  points  of  the  Servan- 

Schrsiier  booK. 
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American  stockbroker  would  have 
dared  to  put  the  case  quite  as  strong- 
ly. Servan-Schreiber  has  written  the 
best  market  letter — and  his  advice  has 
not  gone  unheeded. 

Scores  of  leading  American  corpo- 
rations— from  Eastman  Kodak  to 
Revlon,  from  Chrysler  to  Burroughs — 
are  flooding  Europe  almost  daily  with 
multimillion-dollar  bond  offerings.  As 
these  bonds  are  usually  convertible 
into  stock,  they  offer  not  only  income 
and  security  but  also  an  opportunity 
to  participate  in  the  long-term  growth 
of  these  corporations.  European  in- 
vestors are  snapping  them  up  by  the 
billions.  Americans,  alas,  cannot  buy 
these  bonds  without  paying  the  in- 
terest equalization  tax,  which  the  Gov- 
ernment of  the  world's  strongest  econ- 
omy found  necessary  to  impose  on  its 
citizens.  A  side  effect  of  this  unwise 
tax  is  that  foreigners,  instead  of  in- 
vesting directly  in  America,  now  buy 
American  convertible  bonds  in  the 
European  Euro-dollar  market,  often 
selling  stocks  here  to  buy  bonds  there. 

Nevertheless,  the  lesson  is  clear.  In 
a  generally  inflationary  climate  that  is 
likely  to  continue  indefinitely,  the  best, 
if  not  sole,  answer  to  the  investment 
problem  is  the  purchase  of  sound 
equities.  Servan-Schreiber,  the  market 
letter  writer,  also  makes  it  clear  what 
stocks  to  buy.  The  emphasis  is  to  be 
placed  on  science-oriented,  high-tech- 
nology growth  companies,  on  corpora- 
tions with  excellent  management, 
sound  finances  and  sufficient  resources 
to  take  advantage  of  conquering  the 
new  frontier.  Western  Europe. 

These  are  long-range  considerations, 
of  course.  Trading  profits  can  also  be 
made  in  securities  that  do  not  meet 
all  the  requirements  for  long-term  in- 
vestment. Which  are  the  areas  where 
American  superiority  is  likely  to  pre- 
vail, even  if  Europe  should  make  a 
determined  effort  to  pool  its  technical, 
financial  and  managerial  resources  in 
order  to  compete? 

Computers.  We  have  seen  what 
incredibly  large  amounts  of  money  are 
needed  to  get  off  the  ground  in  this 
industry,  and  how  long  such  giant 
companies  as  GE.  RCA,  Honeywell, 
Burroughs,  National  Cash  Register, 
Sperry  Rand  and  others  have  struggled 

*Mr.  Biel  is  a  partner  In  the  New  York  Stock 
Exchange  firm  of  Emanuel,  Oeetjen  &  Co. 


to  get  into  the  black.  Except  for  Ger- 
man Siemens,  which  has  the  knowhow 
and  relatively  large  resources,  hardly 
any  company  on  the  European  con- 
tinent is  likely  to  become  a  serious 
competitor.  One  has  only  to  keep  in 
mind  that  IBM  last  year  had  a  net 
cash  flow  (after  dividends)  of  $1.4 
billion  and  invested  about  the  same 
amaunt  in  plant,  rental  machines,  etc. 
The  magnitude  of  these  figures  spells 
out  the  overwhelming  power  of  the 
•American  computer  industry. 

Atomic     Energy.      No     publicly 
owned  company  has  the  technological 
competence  in  the  timing,  firing  and 
testing  of  nuclear  devices  of  EG&G.       ' 
No  one,  especially  among  foreign  cor-       ; 
porations,  will  be  able  to  match   for       \ 
a  long  time   to  come   the   knowledge 
and    experience    accumulated    over   a 
period  of  more  than   20   years.   It   is 
a  safe  prediction  that  the  peaceful  use 
of   atomic   energy   is   bound   to   grow 
in  the  years  ahead.  Westinghouse  Elec- 
tric should  play  an  important  role  as  a 
maker  of  nuclear  reactors  and  electric       , 
generating  equipment,  although  some       | 
foreign  companies  will  be  competitive 
in  this  field. 

Benefits  For  Business 

Aerospace.  Although  the  untold 
billions  spent  by  NASA  in  trying  to 
get  a  man  to  the  moon  may  be  con- 
sidered wasteful  by  some,  no  one  can 
deny  the  tremendous  benefits  derived 
by  industry  in  general,  and  electronics 
in  particular,  from  the  vast  amounts 
of  money  that  were  and  are  being 
spent  on  R&D.  No  other  country,  ex- 
cept probably  the  USSR,  is  in  this  ball 
game.  France's  efforts,  in  the  nuclear 
field  as  well  as  in  aerospace,  are  puny 
by  comparison.  In  commercial  avia- 
tion, the  British-French  Concorde  will 
likely  be  obsolescent  even  before  our 
own  SST  reaches  the  production  stage. 

Communications.  Comsat  is  only 
the  most  obvious  symbol  of  American 
superiority  in  an  industry  that  is  in 
a  stage  of  revolutionary  development. 
The  layman  thinks  primarily  of  tele- 
phone, radio  and  TV.  He  may  even 
be  impressed  by  the  electronic  gadgets, 
giving  instantaneous  stock-market  quo- 
tations, on  his  broker's  desk.  But  the 
field  of  data  transmission,  computer 
talking  to  computer,  is  still  almost  in 
its  infancy. 

There  are  many  other  areas  that 
hold  great  promise  for  future  growth 
and  where  the  large  sums  being  spent 
on  research  would  seem  to  assure 
American  leadership,  if  not  domi- 
nance. We  are  far  ahead  in  the  field 
of  materials  technology,  permitting, 
for  instance,  the  use  of  titanium  in 
our  SST  instead  of  aluminum.  Other 
areas  of  growth  are  oceanography  and 
control  of  air  and  water  pollution.  ■ 
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Open  letter  to  Mr.H:  "Investor" 

(background)  Recently  we  received  a  letter  from  a  Mr.  H  in 
Miami,  Florida.  Businessman  Mr.  H  had  taken  a  trial  subscription 
to  The  Value  Line  Investment  Survey.  However,  he  had  a  complaint. 
We  sent  him  too  much  information  and  too  many  charts.  Mr.  H 
said  he  was  just  interested  in  the  names  of  stocks  and  why  Value  Line 
felt  they  would  go  up  or  down,  or  might  be  or  might  not  be  a  good 
buy.  Mr.  H's  attitude  is  the  same  as  many  other  investors.  So  while 
we  have  already  sent  a  letter  to  Mr.  H,  we  think  his  reaction  to  our 
service  deserves  another  response  from  us— but  this  time  ...in  public. 
We  believe  it  is  important  for  him  and  for  all  the  investors  who  feel 
as  Mr.  H  does.  Those  investors  who  care  about  reliable,  intensive 
research  should  also  find  the  following  letter  of  interest. 


DEAR  MR.  H: 

If  you're  looking  for  tips  on 
the  stock  market,  you  won't  find  them  at  Value  Line. 
You  will  just  have  to  try  another  source.  But  if  you 
seek  impersonal,  objective  evaluation  of  over  1400 
stocks  weekly,  The  Value  Line  Investment  Survey  may 
be  able  to  help  you. 

Essentially,  Value  Line  rates 
each  of  1400  stocks  for  probable  market  performance, 
relative  to  all  the  others,  within  three  well-defined  time 
periods:  the  next  twelve  months,  3-5  years  from  now 
and  for  the  very  long  term  ( beyond  five  years ) . 

Within  these  periods  all 
stocks  are  rated  from  I  (Highest)  to  V  (Lowest)  for 
three  attributes:  performance  in  the  next  12  months, 
appreciation  potential  in  3-5  years  and  income  (yield) 
for  the  next  12  months.  All  stocks  are  also  graded  A 
plus  to  C  minus  for  the  attribute  of  quality,  which 
means  dependability  over  the  very  long  term  for  growth 
and  stability. 

Ratings  of  probable  future 
price  performance  are  based  almost  entirely  on  funda- 
mentaJs.  These  ratings  are  not  infallible.  But  they  have 
been  accurate  in  such  a  high  percentage  of  cases  — 
for  reasons  that  are  logical  —  that  you  owe  it  to  yourself 
to  check  the  stocks  you  are  holding  and  the  stocks 
you  may  wish  to  buy  or  sell  against  the  Value  Line 
evaluations. 

Therefore,  if  you  are  inter- 
ested in  income  you  might  prefer  to  invest  in  a  stock 
Value  Line  rates  I  for  yield  in  the  next  12  months. 
But  a  friend  of  yours  might  be  interested  in  appreciation 
potential  in  3-5  years.  So  he  might  prefer  a  stock  which 
Value  Line  rates  I  in  that  category.  This  same  stock 
may  be  rated  V  for  income  in  the  next  12  months,  but 
your  friend  does  not  care ...  his  prime  objective  is 
appreciation. 

In  other  words,  Value  Line 
makes  an  objective  evaluation . . .  then  you  take  it  from 
there,  depending  on  your  objective. 

Value  Line  uses  a  unique 
method  of  assigning  an  index  number  to  the  four 
weekly  ratings.  By  weighting  these  index  numbers  to 
accord  with  your  own  personal  investment  goals,  you 
can  gauge  how  suitable  any  one  of  the  more  than 
1400  stocks  is  for  you  right  now. 

Investing  is  an  individual 
endeavor.  What  may  be  good  for  you  is  not  necessarily 
equally  good  for  the  next  investor.  No  advisory  service 
can  make  a  blanket  statement  on  any  stock  which  will 
be  applicable  to  every  investor.  That  is  why  Value  Line 


rates  each  of  the  1400  stocks  weekly  on  their  four  main 
attributes  within  three  time  periods. 

Each  week  the  Ratings  & 
Reports  section  of  Value  Line  provides  full-page 
research  reports  on  over  100  stocks  in  several  indus- 
tries ...  a  total  of  4  full-page  reports  on  each  of  the 
1400  stocks  yearly.  The  Summary-Index  lists  the  rat- 
ings of  all  1400  stocks  weekly.  The  8-page  Selection 
&  Opinion  section  makes  editorial  comments  weekly 
on  the  national  economy  and  the  stock  market  in 
general.  And  — to  help  those  who  want  specific  guidance 
—  this  section  also  provides  Value  Line's  analysis  of  an 
especially  interesting  industry  and  its  selection  of  the 
best  situated  stocks  in  it . . .  plus  Value  Line's  Espe- 
cially Recommended  Stock  of  the  week  (or  Special 
Situation  of  the  month ) .  As  a  subscriber  to  Value  Line 
you  also  receive  Value  Line's  monthly  Special  Report 
on  "insider"  transactions  and  the  quarterly  Special 
Report  on  mutual  fund  transactions. 

BONUS 'With  the  annual  or 
3-month  trial  subscription,  Value  Line  will  ship  you 
immediately  its  2-volume  Investors  Reference  Library, 
which  will  give  you  the  latest  full-page  reports  on  aU 
1400  stocks  that  have  been  published  prior  to  your 
subscription.  With  Value  Line  you  will  make  your  own 
decisions  based  on  Value  Line's  objective  appraisals. 

MONEY-BACK  GUARANTEE'If 

you  are  dissatisfied  with  Value  Line  for  any  reason, 
return  the  material  within  30  days  for  a  full  and 
prompt  refund. 

In  fairness  to  regular  subscribers,  who  pay  $167  a  year  for  The 
Value  Line  Investment  Survey,  we  cannot  make  the  $5  trial  for 
4  weeks  of  service  available  to  anyone  who  has  already  had 
such  a  trial  within  the  past  six  months. 


□  ONE  YEAR- $167 
(52  EDITIONS) 


□  3-MONTH  TRIAL-$  44 
(13  1 


I  EDITIONS) 


S«nd  me  the  complete  service  for  the  term  checked  plus 
—as  a  bonus— the  2-volume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the 
13  weeks  preceding  start  of  this  subscription. 
O  Payment  enclosed  Q  Bill  me 


□  FOUR  WEEK  TRIAL-(5 
(4  EDITIONS) 

Send  me  a  4-week  introduc- 
tory sut>scription  to  the  full 
service  for  $5.  I  enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


Nam*  (please  print). 
Address  


.  AAI6-I3 


City. 


.State. 


.Zip. 


(Subscription  fees  ara  deductible  tor  income  tax  purposes.  N.y.C.  residents, 
please  add  5%  sales  tax;  other  N.y.  State  residents,  add  applicable  sales  tax.) 

THE  VALUE  LINE 

IISVESTMErST  SURVEY 

PubllMhed  by  Arnold  Bernhud  S  Co.,  Inc. 
S  EAST  44lh  STREET,  NEW  YORK,  N.  Y.  10017 

INu  iiiisetmcnt  ol  this  agrecmcM  will  be  made  without  subscriber's  conjenl.) 
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THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  V^  to  V^ 
higher. 

Over  5,000  styles  $100  to  $100,000 

Send  for  FREE  80-PAGE  CATALOG 
EMPIRE  DIAMOND  CORP.,  DEPT.  46 
Empire   State   BIdg.,   New  York,   N.Y.   10001 

NAME        

ADDRESS    

ZIP 

I— ^»  — ^.^^  ^— ^— —  —  —  ^^_^_— . ^__ 

RELY... 

on  professional  investment 
management  for  your 
portfolio  of  $10,000  or  more 


Hundreds  of  investors  throughout  the  United 
States  ond  around  the  world  have  turned  to 
Roger  E.  Spear's  Decision  Management  Plan  to 
direct  their  ccpitoi  gains  program.  And  no  won- 
der  .   .   . 

With  more  than  40  years  of  investment  experi- 
ence, coupled  with  advanced  computer  tech- 
nology and  a  large,  expert  research  staff,  the 
Decision  Management  Plan  represents  the  com- 
plete     investment     service     for     your     portfolio. 

Whether  your  goal  be  retirement,  travel,  educa- 
tion, or  protection  from  inflation,  the  Decision 
Management  Plan  can  give  you  professional 
assistance. 

Roger  E.  Spear's  Decision  Management  Plan  to 
dote,  has  proved  porticularly  helpful  in  achiev- 
ing conservative  capital  grov^h  for  investors  with 
eopital  ranging  from  $10,000  up— men  and 
women  who  appreciate  the  risks  and  seek  the 
rewords  of  a  professionally  managed  common 
stock  portfolio. 

With  our  compliments:  "Declore  Your  Own  Divi- 
dends"—o  32-page  fact-filled  booklet  describing 
how  the  Decision  Management  Plan  can  help 
you. 


SPEAR  &  STAFF,  INC. 
Dept.   MF615 

Investment    Mo  oqement   Division 
Bobson  Pork,  Moss.  02157 


TECHNICIAN'S  PERSPECTIVE 

by  JOHN  W.   SCHULZ* 


The  French  Revolution 


The  turmoil  that  erupted  in  France 
last  month  is  good  for  the  American 
stock  market. 

This  may  sound  like  a  vast  oversim- 
plification and,  in  any  case,  like  a 
strange  statement  from  a  technical 
stock-market  analyst.  But  the  connec- 
tion between  a  French  general  strike 
and  the  desirability  of  American  com- 
mon shares  is  really  quite  intimate 
because,  at  bottom,  it  involves  the 
function  of  money  in  a  modern  indus- 
trialized society.  For  the  same  reason, 
it  is  of  surpassing  importance  in  techni- 
cal market  analysis,  which,  after  all. 
must  basically  concern  itself  with  the 
supply-demand  relationship  between 
money  and  equity  securities. 

In  essence,  the  French  workers 
revolted  against  the  most  conservative 
economic  and  monetary  policy  in  the 
Western  world.  This  policy  called  for 
hard  money  and  the  accumulation  of  a 
large  gold  reserve  at  the  expense  of  do- 
mestic economic  growth.  In  other 
words,  it  gave  priority  to  money  over 
productive  assets  as  a  store  of  value. 
Under  this  system  of  priority,  wages 
tend  to  be  low  and  wage  earners  have 
only  limited  access  to  the  economy's 
output,  whose  growth  is  being  delib- 
erately restrained. 

Good  for  the  Dollar 

It  probably  is  fair  to  say  that,  in 
today's  world,  a  strongly  restrictive, 
anti-inflationary  strategy,  such  as 
France  has  followed  in  recent  years,  is 
an  anachronism.  Certainly  all  other 
major  industrial  societies  have  found 
it  intolerable.  The  French  now  seem 
to  have  reached  the  same  conclusion, 
and  de  Gaulle's  government  can  hard- 
ly avoid  conceding  large  pay  increases 
and  a  greater  share  in  the  economic 
pie  to  wage  earners.  French  prices  and 
costs  are  bound  to  rise.  French  im- 
ports are  likely  to  increase,  and  the 
franc  will  weaken  relative  to  other 
currencies.  In  the  broadest  sense,  the 
revolt  of  the  French  against  de 
Gaulle's  policies  can  be  regarded  as  an 
assault  against  the  last  major  citadel 
of  a  philosophy  that  would  as  soon 
hoard  money  as  make  it  work  produc- 
tively and  regards  gold  as  the  ultimate 
in  money  and  the  final  determinant  of 
economic  values  and  social  morality. 

If  this  assault  is  successful,  as  it  ap- 
pears to  be.  it  has  probably  broken  the 


-back  of  de  Gaulle's  effoits  to  enforce 
adherence  to  classic  fiscal  and  mone- 
tary disciplines  in  other  countries.  Our 
own  policy  makers  may  now  feel  less 
impelled  to  revert  toward  strict  eco- 
nomic conservatism.  The  prospect  that 
prices  and  costs  will  rise  in  France, 
and  thus  probably  elsewhere  in  Europe 
and  even  throughout  the  world,  should 
make  it  likely  that  the  dollar  will  be- 
come more  comp>etitive  in  internation- 
al trade  without  the  somewhat  dubious 
benefit  of  drastic  deflationary  meas- 
ures in  this  country.  In  other  words, 
even  though  U.S.  inflationary  pressures 
clearly  need  taming,  the  domestic 
economy  can  continue  to  be  geared  to 
a  growth  rate  that  will  minimize  un- 
employment and  social  unrest.  Or  to 
put  it  diff^erently.  the  uproar  in  France 
is  both  a  timely  reminder  of  what  can 
happen  when  money  is  made  too  hard 
and  a  helpful  development  that  lessens 
the  need  to  harden  the  dollar  too  fast 
and  too  much. 

Whether  a  shift  in  French  eco- 
nomic policy  will  avert  or  induce  a 
new  international  currency  crisis  re- 
mains to  be  seen.  On  the  one  hand,  the 
weakening  of  the  franc  makes  other 
currencies  look  better.  On  the  other. 
France  may  find  it  necessary  to  de- 
value the  franc  so  as  to  forestall  a 
sharp  rise  in  imports.  In  that  event,  the 
pound  sterling  may  have  to  be  de- 
valued again,  which  could  touch  off  a 
chain  reaction  among  other  currencies. 
Rather  than  let  the  situation  get  out  of 
hand  altogether,  the  major  monetary 
powers  might  then  very  conceivably 
come  to  quick  agreement  on  a  scheme 
of  general  international  currency  re- 
form. Now  that  the  chief  champion  of 
a  return  to  a  rigid  international  gold 
standard  has  had  to  retreat  from  this 
traditional  hard-money  philosophy, 
such  a  scheme  may  be  less  likely  to  in- 
clude a  wide  increase  in  the  official 
price  of  gold  than  had  seemed  possible 
only  a  few  short  weeks  ago.  Indeed, 
the  likelihood  that  gold  will  be  de- 
monetized altogether  may  now  be 
greater  than  ever. 

But  in  any  international  currency  re- 
form that  may  be  in  the  offing,  a  gen- 
eral realignment  of  currency  values 
has  probably  become  inevitable,  gold 
or  no  gold.  In  the  process,  some  cur- 

*Mr.  Schuiz  is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Wolfe  &  Co. 
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rencies  would  no  doubt  be  devalued 
against  the  dollar,  while  the  dollar 
might  very  well  be  devalued  against 
some  of  the  currently  strong  curren- 
cies. Many  observers  agree  that  even 
a  limited  dollar  devaluation  of,  say, 
10%-159c  (against  the  German  mark, 
for  example)  could  quickly  restore  the 
dollar's  competitive  position  in  inter- 
national trade  and  thus  help  solve  U.S. 
balance-of-payments  problems  by  de- 
terring the  import  of  some  goods  and 
encouraging  the  export  of  others.  U.S. 
makers  of  autos.  steel,  glass,  chemi- 
cals and  textiles — to  name  just  a  few 
of  the  industries  that  have  lately  suf- 
lered  from  foreign  competition — pre- 
sumably would  be  among  the  prime 
beneficiaries.  Devaluation  thus  could 
impart  a  fresh  degree  of  investment 
merit  to  our  major  blue-chip  stocks, 
especially  those  that  make  up  the 
Dow-Jones  industrials  and  that  have 
been  limping  along  behind  the  general 
stock  market  in  recent  years. 

Stocks  Are  Better 

But  whether  or  not  we  are  headed 
for  a  new  currency  crisis,  even  the 
most  reluctant  long-term  investors  can 
logically  conclude  from  last  month's 
turn  of  events  in  France  that  cash  is 
clearly  less  satisfactory  as  a  store  of 
value  than  the  tangible  assets  and 
earning  power  represented  by  common 
stocks.  Of  direct  significance  for  the 
stock  market  is  the  fact  that  this  con- 
clusion can  be  drawn  at  a  time  when 
institutional  investors  hold  greater 
cash  reserves  than  ever. 

The  mutual  funds  in  particular,  pre- 
sumably in  a  concerted  effort  to  guard 
against  deflation  imposed  from  abroad, 
were  net  sellers  of  common  stock  and 
hoarders  of  cash  throughout  the  fourth 
quarter  of  1967  and  the  first  quarter 
of  1968.  In  all,  they  built  up  their 
holdings  of  cash  and  equivalents  by  a 
staggering  $1.7  billion  during  this  pe- 
riod. In  April,  the  latest  statistics  sug- 
gest, they  bought  at  most  $300-million 
worth  of  stock  on  balance  and,  as  a  re- 
sult, went  into  May  with  cash  reserves 
a't  an  all-time  high  and  probably  above 
normal  by  some  $1.25  billion.  And 
new  money  has  been  coming  in  at 
$200  million  a  month  on  average. 

Thus  portfolio  managers,  weighing 
the  implications  of  the  French  revo- 
lution of  1968,  are  apt  to  feel  decided- 
ly underinvested.  They  must  bear  in 
mirvd,  too,  that  their  ranks  will  soon 
be  swelled  by  new  mutual  funds,  of 
which  several  dozen  reportedly  are 
now  being  registered  with  the  Securi- 
ties &  Exchange  Commission.  The 
impact  of  all  that  money  seeking  em- 
ployment in  stocks,  perhaps  with  fresh 
emphasis  on  the  blue  chips,  can  keep 
the  market  out  of  serious  trouble  for  a 
long  time.  ■ 


IMUW!  Professional 
management  of  your  securities 
by  Moody's  at  low  cost  ^^""^ 

Economical  for  accounts  ranging  from  $10,000 
up.  Not  a  mutual  fund.  You  own  individual  secu- 
rities. 

Free  booklet  tells  how  Moody's  enormous  re- 
search facilities  can  be  focused  on  the  manage- 
ment of  your  stocks  and  bonds. 

It  describes : 

The  2  Big  Advantages  of  Owning  Individual 
Securities 

The  If  Big  Advantages  of  Decision-Making  by 
Moody's 

The  Low  Cost  of  a  Portfolio  Management  Ac- 
count 

Send  for  your  free  copy  today. 
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MOODY'S  INVESTORS  SERVICE,  INC. 

99  Church  St.,  New  York,  N.Y.  10007 

Please  send  me  a  free  copy  of  your  booklet  on  Portfolio  Man- 
agement Accounts. 

NAME  (printed) 
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My  holdings  plus  any 
additional  money  I 
might  invest  are  approx- 
imately as  checked: 

D  $10,000  to  $25,000 

D  $25,000  to  $50,000 

n  $50,000 
to  $100,000 

D  Over  $100,000 


Goodbody  knows  what  investors 
should  know  about  the 
Container  Industry 


Practically  everything  that  is  raised,  grown, 
manufactured,  or  shipped  finds  its  way  at  some 
stage  into  a  container  of  one  kind  or  another. 
Our  June  Monthly  Letter  covers  this  growing  industry, 
comparable  in  size  to  such  giants  as  the  automotive 
industry,  petroleum  refining,  and  meat  packing.  Today 
paper  and  paperboard,  metals,  glass,  and  plastics  all  serve  as  containers  in  vari- 
ous ways.  Our  Letter  covers  each  group  in  turn,  discussing  the  extent  of  usage, 
rate  of  growth,  and  future  prospects.  Included  in  the  Letter  are  comprehensive 
tables  of  statistical  information  about  the  industry.  We  recommend  three  secur- 
ities, one  of  which  is  a  convertible  preferred,  for  purchase.  At  your  request  we 
will  be  happy  to  mail  you  a  copy  of  this  new  Monthly  Letter,  which  includes  our 
current  list  of  recommended  securities. 
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WHAT  MAKES 
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INVESTMENT  ADVISORY  SERVICE 


All  investment  advisory  services  are  not 
alike.  Bulletin-type  services  are  designed 
for  mass  consumption  and  cannot  be 
written  specifically  for  you.  On  the  other 
hand  specialized  and  technical  services 
are  not  broad  enough  to  build  a  well- 
balanced  portfolio  which  we  believe  is 
necessary  if  safety  as  well  as  growth  is 
to  be  considered. 

BABSON'S    INVESTMENT   ADVISORY 
SERVICE    IS    DIFFERENT 

•  Babson's  analyzes  your  portfolio  and 
gives  you  an  investment  plan  tailored 
especially  for  you.  Your  registered  securi- 
ties will  be  under  the  constant  surveil- 
lance of  Babson's  Research  Department 
and  you  will  be  immediately  notified  when 
our   opinion    changes   on    any   of   them. 

•  You  will  be  assigned  a  professional  in- 
vestment advisor  with  whom  you  may  con- 
sult at  any  time  by  mail,  wire,  phone,  or 
in  person.  •  As  a  Babson  client  you  will 
also  receive  the  famous  Investment  and 
Barometer  Letter  to  help  keep  you  alert 
to  economic  developments  and  stock- 
market  trends.  This  informative  letter 
throughout  the  year  will  bring  you  re- 
search reports  on  hundreds  of  stocks 
and  bonds  in  vital  industries.  •  The 
Babson  Investment  Advisory  Service  is 
directed  toward  growth  of  your  investment 
portfolio  both  in  terms  of  income  and 
appreciation. 

A  flat  fee  of  $180.00  a  year  covers  the 
complete  service,  regardless  of  the  dollar 
value  of  your  portfolio. 

BABSON'S  IS  DIFFERENT  IN  MANY  WAYS 

—  perhaps  the  greatest  of  these  is  Bab- 
son's 65  years'  experience  in  the  invest- 
ment advisory  field. 

We  would  be  delighted  to  send  you   a 
FREE    BROCHURE    describing    in    detail 
how  Babson's  Investment  Advisory  Ser- 
vice may  be  of  great  benefit  to  you. 
Simply  mail  the  coupon  below. 


Babson's  Reports   Inc., 

Wellesley  Hills,  Mast.  02181,  D*pl. 

Send  free  brochure  on  Babson's 
$180  Investment  Advisory  Service. 
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THE  MARKET  OUTLOOK 

by  SIDNEY  B.  LURIE* 

Small  Companies,  Big  Prospects 


It  may  be  significant  to  note  that 
there  has  been  a  change  in  leadership 
within  the  market  away  from  the  is- 
sues that  occasionally  made  financial- 
page  headlines  in  the  winter  months 
into  seemingly  more  plebeian  compa- 
nies. Illustrative  of  the  point:  The  su- 
perior relative  price  action  of  bank 
and  finance,  building,  food  and  food 
chain,  retail  trade  and  tire  and  rubber 
stocks  suggests  that  this  is  where  pro- 
fessional investment  capital  has  been 
flowing.  And,  as  I've  noted  before, 
the  reasons  for  the  change  in  em- 
phasis can  easily  be  rationalized  by 
one  simple  consideration:  The  earn- 
ings expansion  of  many  so-called  ag- 
gressive growth  companies  has  slowed 
at  a  time  when  the  earnings  outlook 
for  many  more  traditional  and  heavi- 
ly capitalized  companies  has  improved. 
This  doesn't  mean,  however,  that 
there  will  be  less  of  an  interest  in 
companies  that  possess  special  dynam- 
ics. This  is  particularly  true  if  the 
promise  of  above-average  growth  can 
be  obtained  at  a  fair  price,  or  repre- 
sents what  might  be  termed  a  small 
company  with  big  prospects.  After  all, 
the  impact  of  new  products  or  new 
management  or  technological  develop- 
ments that  can  be  translated  into 
special  dynamics  is  always  more 
quickly  reflected  in  a  $100-miilion 
than  a  $1 -billion  company. 

Bright  Outlook 

I'm  intrigued  with  the  near-  and 
long-term  speculative  possibilities  in 
Amerace  Corp.  (now  around  40,  pay- 
ing $1.20),  and  not  just  because 
1968's  earnings  should  exceed  1967's 
profit  of  $2.49  per  share.  I  believe 
the  pending  merger  with  Elastic  Stop 
Nut  will  add  to  reported  earnings  as 
well  as  introduce  a  product  base  with 
an  excellent  growth  potential.  The 
parent  company's  transformation  from 
a  financial  holding  company  to  a 
management  company  has  been  ac- 
companied by  major  operating  man- 
agement changes  and  new  divisional 
profit  objectives  as  well.  New  capac- 
ity and  freedom  from  plant  start-up 
expenses,  plus  the  bright  outlook  for 
the  company's  major  consuming  mar- 
kets, suggest  further  profits  gains  in 
1969.  I  believe  Amerace's  volume  in 
the  next  five  years  could  be  50%  to 
100%   greater  than  the  $105   million 


to  $110  million  estimated  for   1968. 

Similarly,  I  see  a  number  of  spe- 
cial pluses  in  Roper  Corp.  (around  36, 
paying  $  1 ) ,  a  company  whose  top 
management  changed  last  summer,  a 
company  that  is  popularly  but  mis- 
takenly known  as  a  stove  manufac- 
turer. Actually,  ranges  accounted  for 
only  about  one-third  of  last  year's 
$178-million  sales  volume  (which 
should  increase  about  10%  in  1968). 
The  chief  areas  of  growth  have  been 
newer  products,  such  as  lawn  mowers 
and  other  garden  equipment,  drapery 
hardware,  a  highly  profitable  line  of 
acoustical  suspension  systems,  etc. 
To  me,  the  fact  that  Sears,  Roebuck 
accounts  for  70%  to  75%  of  the 
company's  total  sales  and  owns  a 
controlling  interest  is  much  more  a 
plus  than  a  minus.  With  Sears  the 
major  retailer  in  the  U.S.  of  the  ap- 
pliances the  company  manufactures, 
each  Sears  outlet,  whether  it  be  a 
catalog  office  or  department  store,  is 
in  effect  a  Roper  salesman.  On  long- 
er view,  Roper,  which  is  increasing 
its  capacity  and  building  more  effi- 
cient facilities,  is  a  beneficiary  of  our 
affluent  economy  and  the  next  sub- 
urban population  explosion.  Mean- 
while, I  believe  1968  earnings  may  be 
20%  to  30%  better  than  the  $2.02 
per  share  reported  in  1967. 

All  this  doesn't  mean  that  relative- 
ly significant  special  dynamics  can't 
develop  in  billion-dollar  companies, 
too — -which  brings  to  mind  Minnesota 
Mining  &  Manufacturing  (around 
110,  paying  $1.45).  Matter  of  fact, 
I  believe  1968  and  1969  sales  and 
earnings  gains  will  better  the  roughly 
10%  average  annual  increase  of  the 
past  decade.  It's  my  impression  that 
more  new  products  are  now  being  de- 
veloped and  brought  to  market  than 
almost  ever  before  in  the  company's 
history.  The  impact  of  an  expanding 
interest  in  the  medical  supplies  field, 
an  electronic  beam  recording  system, 
a  new  color  copier,  a  compact  copier 
for  the  home,  disk  packs  for  the  com- 
puter industry — all  these  could  be 
long  lasting.  Not  only  do  these  prod- 
ucts illustrate  the  company's  high 
technical  competence,  but  they  point 
up  the  fact  that  the  $1.2-billion  sales 
volume  comes  from  a  broadly  diver- 

*Mr.  Lurie  is  a  partner  In  the  New  York  Stock 
Exchange  firm  of  Josephthal  &  Co. 
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sified  and  consumable  product  line. 
Naturally,  a  price  has  to  be  paid  for  the 
brilliant  past  and  promising  future,  for 
^\I  is  selling  for  about  35  times  this 

ar's  better-than-$3  profits  potential, 
which  would  compare  with  earnings 
of  S2.74  per  share  reported  last  year. 

In  my  mid-May  column,  I  men- 
tioned the  bright  outlook  for  the  com- 
panies that  supply  the  raw  material 
called  "money."  True,  competition 
from  commercial  banks  has  increased 
sharply  in  the  past  decade  with  the 
result  that  the  finance  company's  share 
of  auto  installment  credit  has  declined. 
But  the  major  companies  have  more 
than  offset  this  loss  of  business  with 
other  types  of  financing,  plus  "out- 
side" diversifications.  Having  expe- 
rienced the  1966  credit  crunch — when, 
incidentally,  profits  of  most  com- 
panies increased — the  industry  has 
adopted  new  operating  techniques  and 
loan  skills.  Further,  all  of  the  indus- 
[r>s  raw  material  (money)  isn't  bor- 
rowed on  a  short-term  basis;  much  is 
long  term,  at  lower  than  prevailing 
rates.  In  my  opinion,  it's  more  realistic 
to  believe  that  this  is  the  end,  rather 
than  the  beginning,  of  a  new  upward 
cycle  in  money  rates. 

A  Positive  View 

As  for  the  over-all  situation,  I  sus- 
pect that  it  may  be  a  little  too  easy 
to  take  the  negative  view  that  yes- 
terday's problems  have  returned  to 
plague  today's  environment.  True, 
there  is  an  atmosphere  of  crisis  that 
is  being  overlooked  by  speculative 
excesses  that  are  dangerously  reminis- 
cent of  1961-62.  But  this  seems  to  be 
a  period  where  problems  seemingly 
have  to  reach  a  point  of  no  return 
before  solutions  are  found. 

My  point  is  that  the  significance  of 
a  natural  and  normal  correction  can 
be  exaggerated — and  sight  lost  of  the 
fact  that  we  are  nearing  the  time 
for  the  most  reliable  of  all  seasonal 
market  patterns:  The  Summer  Rally. 
True,  with  unit  labor  costs  having 
risen  sharply  in  the  past  year,  the 
slower  growth  which  is  in  prospect 
for  the  second  half  spells  a  less  ef- 
fervescent corporate  profits  atmo- 
sphere, particularly  if,  as  now  seems 
likely,  a  plateau  in  the  physical  vol- 
ume of  production  is  accompanied  by 
a  tax  increase.  But  the  lessening  of 
today's  monetary  strains  that  would 
accompany  a  tax  increase  could  be 
an  offsetting  consideration  in  the  form 
of  a  higher  P/E  multiple.  Similarly, 
the  marginal  spenders  who  would  be 
affected  by  higher  individual  tax  rates 
probably  contribute  little  to  total  de- 
mand. All  of  which  is  the  reason  I 
continue  to  enthuse  about  the  stocks 
with  a  story.  ■ 


SPECIAL  OFFER!. 

60%  Off  With  This  Ad 


268  Fact-Filled  Pages 


$050 


STANDARD  &  POOR'S 


2^^  STOCK  GUIDE 


FOR  ONLY  $ 


Slip  this  compact  268-page  Stock  Guide  into  your 
coat  pocket  or  desk  drawer,  and  have  a  penetrat- 
ing panoramic  view  of  the  stock  market  at  your 
fingertips!  Command  instant  information  with  42 
columns  of  vital  investment  facts  and  figures  on  over 
4,750  stocks,  listed  and  unlisted.  Probably  the  most 
widely-used,  most  often  referred-to  investor's  aid 
in  the  world.  Includes  selected  Standard  &  Poor's 
"buy"  recommendations.  Normally  costs  $2.50  — 
yours  for  only  $1  when  you  mail  this  ad  with  one 
dollar,  your  name,  address  to: 

STANDARD  &  POOR'S,  345  HUDSON  ST.,  NEW  YORK,  N.  Y.  10014 

A498-172 
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CONVERTIBLES 

278  convertible  bonds  and 

177  convertible  preferred  stocks 

now  currently  froded  can  be  ignored  by 
on  investor  only  to  his  own  detriment.  In 
many  cases  on  intelligently  selected  con- 
vertible can  sharply  limit  risk  on  the  down- 
side, while  providing  just  as  much  appre- 
ciation OS  the  common  on  the  upside. 

Let  our  R.  H.  M.  Convertible  Survey- 
one  of  the  largest  convertible  services  in 
the  country,  and  subscribed  to  by  bankers, 
brokers  and  institutions  throughout  the 
investment  world — tell  you  the  whole 
story  of  the  convertible  bond  and  con- 
vertible preferred  stock  and  outline  a 
method  by  which  you  can  profit  from 
the  455  convertibles  currently  traded. 

A  valuable  descriptive  folder  is  avail- 
able to  you  free  on  request  and  will  be 
sent  without  any  obligation.  Just  mail  this 
ad  with  your  name  and  address  to  "Con- 
vertibles" Dept.  F-25,  R.H.M.  Associates, 
220  Fifth  Ave..  New  York,  N.Y.  10001. 
Send  today! 
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You  Buy  Direct 

GIS  has  no  salesmen  . . . 
pays  no  commissions 

Prices:  Net  Asset  Value  per  share  plus 
3%  on  investments  under  $2000,  reduc- 
ing to  1%  on  $25,000  or  more. 


Mail  coupon  below  for  copy  of  prospectus. 


Growth  Industry  Shares,lnc., Room  1018 
6  N.  Michigan  Ave.,  Chicago,  III.  60602 


Address 


City  Slat.  ZIP 
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T.ROWE  PRICE 
GROWTH  STOCK 
^  FUND,  INC. 


I  CO.  1950 


A  MUOAD  FUHD 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


I  T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

■    One  Charles  Center,  Dept.  B 
Baltimore,  Md.  21201  Phone  (301)  539-1992 

I   Njme 

m  Mdfest 


-Zip- 


MONEY 

GROWS  FASTER 

IN  MEXICO 

Contact  us,  without  obli- 
gation, for  complete  infor- 
mation  on  investment 
opportunities  in  Mexico. 
Supervised  investment  ac- 
counts can  yield  secure 
monthly  income  as  high 
as  10.5%  net.  Also  offer 
unusual  possibilities  for 
capital  growth. 

The  Mexican  financial 
climate  is  good  for  your 
wealth. 

mexletter 

Investment  Counsel 
Hamburgo  165,  Mexico  6,  D.  F. 


The  Funds 


so  YOU  WANT  TO  START 
A  MUTUAL  FUND 

It  happens  in  every  bull  market.  All 
kinds  of  people  who  have  made  some 
money  in  the  market  suddenly  decide 
they  are  investment  managers,  and  it 
would  be  a  shame  if  their  talent  were 
confined  only  to  their  own  securities. 
So  they  want  to  start  mutual  funds. 
"I'm  probably  getting  a  call  an  hour 
these  days  from  people  who  want  to 
start  mutual  funds,"  says  John  C, 
Jansing,  Bache  &  Co.  vice  president  of 
mutual  funds.  "They're  coming  out  of 
the  woodwork — lawyers,  doctors,  all 
kinds  of  people — and  very  few  of  them 
know  what  they  are  doing." 

Theoretically,  all  it  takes  to  start  a 
mutual  fund  is  $100,000  of  investment 
money  and  the  approval  of  the 
Securities  &  Exchange  Commission. 
The  SEC  tends  to  dawdle  on  approving 
funds,  so  you  might  have  to  pay  an- 
other $30,000  in  lawyers'  fees  to  get 
it  through.  Now  you've  got  a  fund, 
but,  of  course,  to  make  any  money 
from  it,  the  fund  has  to  grow.  You'll 
only  get  0.5%  of  the  fund's  assets  as 
a  management  fee,  and  an  industry 
rule  of  thumb  says  that  it  takes  a  fund 
of  $50  million  in  assets  to  break  even. 
Even  that  would  mean  an  income  of 
only  $250,000  a  year  to  cover  your 
expenses,  and  to  grow  to  $50  million, 
you  have  to  spend.  "We're  now  run- 
ning a  monthly  expense  factor  of  some- 
where around  $125,000,"  says  Bob 
Sprinkel  III,  president  of  the  newly 
formed  $72-million  Competitive  Capi- 
tal Fund.  Sprinkel  can  offset  much 
of  this  expense  by  his  share  of  sales 
commissions,  but  it  goes  to  show  that 
having  a  big  fund  involves  big  money. 

Now  You  Have  Nothing.  The  fact  is 
that  the  $100,000  fund  is  likely  to  have 
none  of  the  requirements  of  growth. 
That  is,  a  captive  sales  force,  which 
takes  years  and  millions  of  dollars  to 
build.  Or  a  first-rate  wholesaling  net- 
work, which  takes  the  same.  Or  an 
outstanding  reputation  for  manage- 
ment, such  as  Gerry  Tsai's,  which 
makes  it  easy  for  a  big  underwriter  to 
sell  the  fund.  Or  the  size  to  generate 
enough  reciprocal  brokerage  business 
to  get  customers'  men  to  sell  the  fund. 

Even  investment  performance  isn't 
necessarily  enough.  "Look  at  Ivest 
Fund,"  says  Bache's  Jansing.  "They 
were  sitting  up  in  Boston  for  five  years 
with  the  best  performance  record  in 
the  industry,  and  they  weren't  selling 
anything  until  they  merged  with 
Wellington  and  acquired  the  services 
of  a  top  distributing  organization.  They 
were  $35  million  when  they  merged. 


and     now     they're     $330     million."     » 

Nor  is  it  enough  to  have  been  | 
around  for  a  long  time.  A  classic  ex- 
ample is  the  Knickerbocker  Fund, 
which  started  in  1938  and  has  only 
$14  million  in  assets  today.  "Our  main 
business  is  investment  counseling," 
says  Chairman  Karl  Pettit.  "We  do 
well  at  that,  but  the  fund  has  been 
worse  than  a  drain,  it's  been  a  hell  of 
a  headache."  Despite  the  fact  that 
Knickerbocker  has  a  top  performance 
.record,  it  just  doesn't  ha^^e  the  sales 
effort  to  grow.  "You  can't  grow  unless 
you  do  a  real  merchandising  job  like 
Wellington  or  MIT,"  says  Pettit.  "and 
throw  money  around  like  crazy.  Most 
of  those  big  funds  buy  their  business. 
They  go  in  and  give  so  damn  much 
brokerage  that  the  dealers  can't  sell 
the  shares  of  anyone  else.  In  addition, 
you  have  to  get  top  sales  guys,  and 
that's  a  problem." 

Just  Us  Fellows.  Typical  of  the 
small  funds  being  started  today  is 
Afuture  Fund.  Its  president  is  Edward 
A.  Wilson,  director  of  purchasing  at 
the  University  of  Pennsylvania  Hospi- 
tal. He  and  five  friends  at  the  hospital 
got  the  idea  for  the  fund  last  year, 
kicked  in  $100,000  and  spent  well 
over  $15,000  in  legal  fees.  After  nine 
months  the  fund  got  out  of  the  SEC 
in  February.  "We  were  assured  that 
once  this  thing  got  down  to  the  SEC. 
we'd  be  through  in  two  months,"  says 
Wilson.  "Ha!  Ha!  A  fellow  said  to  me 
that  we  wouldn't  get  through  the  SEC 
in  less  than  six  months.  He  was  knowl- 
edgeable." 

Wilson's  case  is  one  in  which,  having 
started,  he  couldn't  stop.  "We  were 
fuming,"  he  says.  "The  lawyer's  clock 
was  ticking  away.  If  anyone  had  said 
at  the  beginning  that  we'd  have  to 
spend  $25,000  all  told,  we  just 
wouldn't  have  tackled  it.  But  we  went 
in  a  bite  at  a  time,  a  thousand  here,  a 
thousand  there,  and  we  got  hooked." 

But  that  was  only  the  beginning. 
Wilson  now  has  a  $300,000  fund, 
which  means  an  income  of  $3,000  on 
his  1%  management  fee.  Yet  he  has 
hired  a  full-time  employee  from  the 
hospital  staff  for  $16,000  a  year.  All 
told,  his  expenses  are  $30,000  a  year, 
ten  times  the  income.  To  stay  in  oper- 
ation, Wilson  sold  shares  in  his  man- 
agement company  to  friends.  "Obvi- 
ously the  shares  are  worthless."  he 
says,  "but  we  raised  enough  to  stay  in 
operation  for  the  next  four  years."  Is 
Wilson  spending  any  time  on  the 
fund?  "I  do  nothing  but  eat,  drink  and 
sleep  fund,"  he  says.  "But  at  least 
we're  now  able  to  take  out  of  our 
prospectus  a  statement  the  SEC  made 
us  put  in,  to  the  effect  that  we  had  no 
investment   management   experience." 

Sprinkel's  Competitive  Capital  has 
done  a  lot  better,  but  it  was  established 
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SHORT-TERM  MARKET  TREND  INDICATOR 


A  SPECIAL 
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COM-STAT  represents  six  years  of  research  in 
the  development  of  computer-based  tech- 
niques for  stock  analysis. 
We  believe  that  COM-STAT  provides  concrete 
methods  on  which  to  base  intelligent,  unemo- 
tional investment  decisions.  Intensive  testing 
to  date  has  demonstrated  the  COM-STAT  tech- 
nology capable  of  building  capital  at  a  sur- 
prisingly rapid  annual  rate  of  gain.  Obviously 
as  long  as  the  future  remains  unknov^able,  we 
cannot  claim  continued  success. 
Specifically  COM-STAT  seeks  to  help  you . . . 
.  .  .  increase  your  profit  potential  by  buying 
and  selling  the  "right"  stocks  at  the  "right" 
time  .  .  .  achieve  a  sensible  balance  between 
maximum  possible  return  and  minimum  pos- 
sible risk  . .  .  reduce  the  amount  of  time  and 
study  to  make  investment  decisions  ...  be 
confident  that  the  recommendations  Vou  get 
are  based  on  a  thorough  study  of  researched 
information,  careful  analysis,  and  the  direct 
output  of  probably  the  world's  most  advanced 
computer  facilities  for  an  investment  service. 
YOUR  OPPORTUNITY  TO  TRY  COM-STAT 
WITHOUT  RISKING  A  CENT 
We  have  put  together  an  introductory  trial 
package  which  in  addition  to  a  current  report 
on  the  new  COM-STAT  Short-Term  Indicator 
consists  of . . . 

1.  The  latest  computer  ratings  on  450  care- 
fully selected  stocks. 

2.  The  latest  computer  ratings  of  70  industry 
groups  including  the  top-rated  stocks  in 
each  group. 


3.  Full  details  on  test  results  of  COM-STAT's 
three  automatic  buy-sell  plans. 

4.  COM-STAT's  measurement  of  today's  stock 
markdt  with  specific  advice  for  the  period 
ahead. 

5.  The  latest  COM-STAT  stock  comments,  with 
growth  channel  projections  on  carefully 
selected  top-rated  issues. 

6.  Specific  instructions  on  how  to  apply  COM- 
STAT  to  growth,  income,  or  speculative 
portfolios. 

7.  The  60-page  COM-STAT  Operating  Manual. 
And  as  an  added  BONUS  for  your  prompt  reply, 
you  will  also  receive  3  penetrating  basic  stud- 


ies of  the  Economy,  recently  completed  by  our 
Research  and  Communication  Division  —  In- 
flation and  Stock  Prices,  A  discussion  of  Major 
Bear  Markets,  and  Some  Aspects  of  the  History 
of  the  Dow-Jones  Average. 
All  of  this  is  yours  for  a  token  payment  of  $10, 
which  will  be  fully  refunded  if  you  don't  agree 
that  COM-STAT  is  the  most  comprehensive  ad- 
visory service  available  today  .  .  .  from  any 
source  whatever. 

You  have  little  to  lose  —  and  probably  much 
to  gain.  Your  COM-STAT  Package  and  BONUS 
STUDIES  will  reach  you  by  return  mail.  Just 
return  the  coupon  —  now. 


COM-STAT 


A  division  of  Spear  &  Staff,  Inc.,  Dept.  CF615 
Babson  Park,  Mass.  02157 

Here  is  my  $10  (refunded  In  full   if  I  am  not  convinced  of 
COM-STAT's  wortti  and  fully  credited  if  I  become  a  member). 
Please  send  me  COM-oTAT's   Introductory  Trial  Package  and 
BONUS  STUDIES. 
D  Check  here  to  receive  ALL  of  the  above  as  a  BONUS  with 

a  90-day  Guest  Membership  at  $95  ($90  if  payment  Is 

enclosed). 


Name 

Address. 
City 


.state. 


-Zip- 


(For  new  readers  only  ...  not  assignable  without  your  consent) 
O  Check  here  if  you  are  an  investor  with  more  than  $15,000  in  the  market  and  would  like  to 
be  informed  about  Spear  &  Staff's  Investment  Management  Program.  No  obligation. 
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How  fast 

should  you  expect  a 

$5,000  to  $50,000 

portfolio  to  grow 

under  investment 

management? 


Whether  you  are  investing  in  common  stocks 
for  retirement  income,  children's 'education 
or  freedom  from  financial  worry,  you  want 
your  money  to  grow  as  rapidly  as  possible. 
Yet,  perhaps  for  reasons  beyond  your  con- 
trol, you  may  find  your  capital  is  not  build- 
ing up  as  fast  as  you  expect  it  to. 

To  help  solve  this  very  problem,  investors 
in  more  than  55  countries  use  The  Danforth 
Associates  Investment  Management  Plan. 
The  professional  supervision  it  offers  can, 
we  believe,  work  to  balance  the  risks  of 
common  stock  investments  and  help  you 
better  achieve  your  capital  growth  goals. 

Find  out  how  you  may  begin  benefiting 
from  this  tested  plan  with  as  little  as  $5,000 
in  cash  or  securities.  For  a  free  copy  of  our 
42-page  descriptive  booklet,  including  a 
complete  10-year  "performance  record," 
simply  write  Dept.  A-75. 

THE  Danforth  Associates 

Wellesley  hills,  Mass.,  u.s.a.  onSi 

Investment  Management  •  Incorporated  1936 


MARKET  TIMING  and 
STOCK  SELECTION 

by  POINT  and  FIGURE  technique 

This  method  of  market  analysis  builds  your 
independent  judgment  in  helping  to  select 
the  right  stocks  at  the  right  time.  Widely 
used  by  professional  traders  and  investors 
in  their  market  operations. 

FREE  ON   REQUEST 

Literature  on  Figure  Charts  of  Stocks  and 
Commodities  ...  a  daily  or  weekly  price 
change  service  .  .  .  and  instruction  material. 
All  will  be  sent  free  on  request.  Just  write 
for  Portfolio  F-97. 

MORGAN,    ROGERS    &    ROBERTS,    Inc. 
150  Broadway       •       New  York  38.  N.Y. 


Baltimore,  Maryland  21203 

The  Board  of  Directors 
of  United  States  Fidelity 
and  Guaranty  Company 
voted  a  quarterly  divi- 
dend of  fifty  cents  a  share, 
payable  July  31,  1968,  to 
stockholders  of  record 
June  21,   1968. 

WILLIAM  R.  PHELAN 
Vice  President-Treasurer 
and  Secretary 
May  22,  1968 


as  a  much  bigger  deal.  Sprinkel  had 
worked  as  distributor  for  the  Fletcher 
Funds,  knew  a  lot  of  people  in  Wall 
Street,  and  got  them  to  join  hini. 
Dick  Boesei  of  Hayden  Stone;  fund- 
men  Bob  Austin  and  Chris  Hegarty; 
Lloyd  Wittenberg,  who  left  his  job  as 
head  security  trader  at  GE;  and  Mike 
Levitt,  who  left  the  SEC.  People  like 
these  know  what  they  are  doing,  and 
Hayden  Stone  accepted  the  under- 
writing of  Sprinkel's  fund.  The  fund 
now  has  15  wholesalers  in  the  field 
and  it  at  least  has  the  talent  and  is 
spending  the  money  to  grow. 

With  all  that,  however,  it  still  re- 
mains to  be  seen  whether  Sprinkel's 
fund  will  ever  become  a  really  big 
money-maker.  Obviously  the  mutual- 
fund  business  is  not  as  easy  to  enter 
as  it  looks. 

TREASURE  CHEST 

There  are  some  exotic  ways  to  take 
advantage  of  the  investment-company 
concept.  When  Irving  B.  Harris  and 
his  brother  Neison  sold  the  Toni 
home-permanent  company  to  Gillette 
back  in  1948,  they  got  $20.5  million— 
a  nice  piece  of  change  for  a  company 
that  Neison  had  founded  only  four 
years  earlier.  But  what  to  do  with  the 
money?  With  both  brothers  still  in 
their  thirties,  neither  was  ready  to  start 
donating  museums  or  touring  the 
world.  For  a  while  both  elected  to  stay 
on  and  run  Toni  for  Gillette. 

But  by  1953  Irving  Harris  had  be- 
come restless.  A  Phi  Beta  Kappa 
from  Yale  with  ten  years"  pre-Toni 
experience  in  finance,  he  set  out  to 
put  his  money  to  work.  He  left  Gil- 
lette, set  up  his  own  office  in  Chicago 
and  started  investing  about  $3  million 
of  the  Toni  money  in  what  was  then 
Standard  Power  &  Light,  a  gas-and- 
electric  utility  holding  company. 
"What  I  wanted,"  says  Harris,  "'was 
a  capital-gains  tax  shelter."  Harris 
and  several  associates  changed  Stan- 
dard Power  &  Light  into  a  closed-end 
investment  company,  renamed  it  Stan- 
dard Shares  and  began  investing.  Stan- 
dard provided  a  tax  shelter  because  of 
its  utility  security  holdings.  Some  had 
been  purchased  at  inflated  prices  be- 
fore the  1929  crash.  Their  sale  now 
provided  tax  losses  that  could  be  used 
to  offset  capital  gains.  Further,  divi- 
dends paid  out  by  Standard  Shares  are 
nontaxable  until  they  equal  the  pur- 
chase price  of  the  share.  "This  has 
considerably  reduced  my  taxes  on  the 
appreciation  of  the  Toni  money,"  says 
Harris.  So  far  the  appreciation  has 
been  considerable:  The  value  of  Stan- 
dard Shares  securities  has  increased 
sixfold  since  Harris  began  investing 
and  dividends  have  more  than  paid 
the  cost  of  the  original  shares. 


Money  every  month  for  you?? 

MUTUAL  FUND 
WITHDRAWAL 
PLAN  RESULTS 

FundScope,  the  monthly  mutual  fund  magazine,  in 
its  June  issue  examines  "Withdrawal  Plans"  from 
the  investors  viewpoint.  Gives  you  the  latest 
detailed  performance  results  on  180  of  these 
Check-A-Month  plans.  Along  with  the  numerous 
benefits  and  advantages,  there  are  pitfalls  and  dis- 
advantages which  FundScope  uncovers  so  investors 
can  avoid  them.  This  dynamic  issue  shows  that  ris- 
ing market  period  results  alone  can  be  deceptive, 
and  principal  can  become  exhausted  in  periods  of 
market  decline  if  you  have  not  set  up  a  prudent 
program. 

How  do  you  know  which  plan  is  best  for  you . . . 
and  why?  What  formula  can  you  use  which  assures 
continuous  monthly  withdrawals  without  exhausting 
principal?  What  type  of  fund  is  best  for  a  With- 
drawal Program?  How  much  should  you  Withdraw? 
What  are  the  various  options  and  how  do  they  work? 
How  many  ways  can  these  plans  be  used?  How  does 
a  Withdrawal  Plan  differ  from  an  insurance  annuity? 

These  are  just  a  few  of  the  many  questions 
answered  in  the  June  issue  of  FundScope  about 
Withdrawal  Plans.  If  you  want  to  learn  more  about 
these  "Check-A-Month"  plans  that  investors  use  to 
withdraw  over  50  million  dollars  every  month,  then 
do  not  fail  to  accept  FundScope's  special  offer 
below. 

If  your  goal  is  successful  performance  from 
mutual  funds,  let  FundScope  provide  you  with  the 
facts.  NO  OTHER  PUBLICATION  IS  LIKE  FUNDSCOPE, 
IT  PROVIDES  INFORMATION  NOT  AVAILABLE  ANY- 
WHERE ELSE-AT  ANY  PRICE.  See  for  yourself  why 
each  month  over  14,000  investors,  brokers  and 
money  managers,  from  every  state  and  48  foreign 
nations  read  FundScope,  the  new  mutual  fund  bible 

SPECIAL  OFFER  (New  trial  subscribers  only).  Send 
just  $11  and  receive  a  3  month  subscription  to 
FundScope  beginning  with  the  June  "Withdrawal 
Plan"  issue. 

PLUS,  AT  NO  EXTRA  COST 

1.  The  Annual  "1968  MUTUAL  FUND  GUIDE"  with 
260  pages  of  vital  data  and  facts  on  more  than  300 
funds,  including  their  addresses. 

2.  "ARE  NO-LOAD  FUNDS  A  BARGAIN?"  FUNDSCOPE's 
best  selling  reprint,  updated  for  1968.  Lets  you  see 
for  yourself  how  No-Load  funds  compare  in  per- 
formance with  Load  funds. 

3.  COMBINING  MUTUAL  FUNDS  &  LIFE  INSURANCE 
FOR  FINANCIAL  SECURITY.  A  special  reprint  that 
tells  what  is  behind  these  combination  packages 
that  are  becoming  increasingly  popular. 

ACT  NOW:  Mail  your  $11  today,  or  if  you  prefer  the 
above  offer  with  a  full  14-month  subscription  send 
$35.00  (10  day  full  refund  guarantee).  Include  ZIP. 

FundScope,  Dept.  F-82  Gateway  East 
Century  City,  Los  Angeles,  Calif.  90067 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schuiz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  YorK  Stock  Exchange 
120  Broadway,  N.  Y.  10005 
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Standard  Shares  still  owns  some 
utility  stocks,  including  350.000  shares 
of  Duquesne  Light  with  a  current  val- 
ue of  about  SIO  million.  Since  these 
shares  originally  cost  probably  $40 
million.  Standard  Shares  still  has  a 
$30-million  unrealized  tax  loss.  "We 
sell  enough  Duquesne  each  year  to  off- 
set the  realized  capital  gains  and  divi- 
dends in  our  portfolio,"  says  Harris. 

These  have  been  coming  from  two 
sources.  One  is  Standard  Shares'  di- 
versified stock  portfolio,  which  now 
represents  about  half  of  its  S80-million 
net  asset  value.  The  other  is  its  40% 
control  of  Pittway,  formerly  the  Pitts- 
burgh Railways  Co.,  with  a  market 
value  of  about  S3 3  million. 


Harris   of   Standard  Shares 

Harris  began  using  Pittsburgh  Rail- 
ways, then  the  largest  private  trans- 
portation company  in  the  Pittsburgh 
area,  as  an  acquisition  base  in  1962. 
Since  then  he  has  purchased  a  burglar- 
alarm  manufacturer,  several  packaging 
companies  and  a  trade-magazine  pub- 
lishing house,  raising  sales  from  $1.7 
million  to  $48  million.  When  its  transit 
properties  were  finally  disposed  of  last 
year  under  a  condemnation  proceed- 
ing, Pittway  received  $16.5  million 
plus  a  tax  loss  carryforward  of  about 
$24  million. 

What  about  the  other  half  of  the 
Toni  team?  Neison  Harris  left  Gillette 
in  1958.  Today  he  is  president  of 
Pittway,  and  together  with  his  brother 
owns  26%  of  Standard  Shares  worth 
$18  million  at  current  market.  So  that 
Toni  treasure  is  still  safe.  ■ 


which  5  of  these 


NO-LOAD 
FUNDS 


(no   broker   fee) 

—  AMERICAN  INVESTORS 

—  IVY  FUND 

-NEW  HORIZONS 

—  DREXEL  EQUITY 

—  JOHNSTON  FUND 

-ONE  WILLIAM  ST. 

—  ENERGY  FUND 

-LOOMIS  SAYLES  CAP. 

— PENN  SQUARE 

—  NEUWIRTH 

—MATHERS  FUND 

-SCUDDER  SPECIAL 

— HUBSHMAN  FUND 

—STEIN  ROE  STOCK 

are  keeping  pace  with  latest 

12 -month  performance 

of  the  28  AGFR  FUNDS? 

AGGRESSIVE 
GROWTH 
FUNDS 
REPORT' 

CURRENT   AGFR   REPORT 

Continuously  rates  each  of  28  high-performance  funds.  Coverage  of  important 
actions  within  these  dynamic  new-breed  mutual  funds,  brings  you  an  unbiased 
guide  to  investment  profits. 


SPECIAL    SURVEY:    5    NO-LOAD    FUNDS 

See  how  these  5  strong  mutual  funds  are  easily  equalling  the  12-month 
performance  of  the  28-FUND  AGFR  average. 


iVOW  . . .  Current  report  plus 
Special  Survey  BOTH  $1. 


AGFR  is  a 

completely 

unbiased 

monthly 

newsletter 

keeping  you 

abreast  of 

important 

changes  in  28 

fast  growing 

funds. 


Chas.  H.  Thomas  Co.  Dept.  F-3 
P.O.  Box  667 
Los  Altos,  Calif.  94022 

Gentlemen:  I  enclose  $1.  Please  send  me  Cur- 
rent AGFR  Report  plus  survey  of  5  NO-LOAD 
FUNDS  that  are  equalling  the  28-Fund  AGFR 
average. 

Name 


I 
I 
I 


Address. 
City 


State. 


-Zip. 
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Would  you  find  . . . 

more  peace-of-mind  and  security 
with  your  Investment  Portfolio 
personally  managed  by  unbiased, 
experienced  professionals? 

For  39  years,  substantial  investors  and  their  families 
have  given  us  the  responsibility  of  supervising 
their  investment  securities.  Perhaps  you  would  feel  more 
comfortable  and  secure  if  your  own  portfolio  were  under  the 
personal  management  of  experienced  professionals. 

TO  GIVE  YOU  AN  IDEA  OF  HOW  WE  WORK  ...  IF  YOUR  PORTFOLIO 

IS  $100,000  OR  MORE,  WE'LL  BE  PLEASED  TO 

PREPARE  A  PERSONAL  ANALYSIS  FOR  YOU  WITHOUT  CHARGE. 

IN  THE  STRICTEST  OF  CONFIDENCE,  OF  COURSE. 

WHY  NOT  SEND  US  YOUR  LIST  TODAY? 

United  Investment  Counsel 

210  NEWBURY  STREET,  BOSTON,  MASSACHUSETTS  02116 


If  you  don't  help 

your  school  officials 

open  recreation  areas 

nights,  weekends  and 

during  the  summer, 

nobody  else  will. 


For  a  free  button  and  information  to  help  you, 
write:  Fitness,  Washington,  D.  C.  20203 
PRESIDENTS  COUNCIL  ON  fHYSICAL  FITNESS. 


(Continued  from  page  1 1 ) 

The  manufacturers  would  like  to  see  her 
go,  because  they  envision  greater  prod- 
uct profits  than  from  the  real  thing.  If  you 
and  the  corporate  processors  can  brain- 
wash the  public  into  drinking  chemical 
concoctions  and  eating  fake  cheese  prod- 
ucts, then  the  dairy  industry  is  finished. 
Vou  will  then  be  able  to  make  further 
improvements  in  your  urban  environment 
by  depriving  yourselves  and  your  chil- 
dren of  real  milk  in  the  same  way  that 
you  have  deprived  yourselves  and  them 
of  fresh  air,  clean  water,  grass,  trees. 

— Martin  S.  Harris  Jr. 
Miller  Hill  Farm 
Brandon,  Vt. 

Public  Menace? 

Sir:  The  man  who  smokes  cigars  in 
public  is  akin  to  one  who  does  not 
shower  after  a  vigorous  game  of  hand- 
ball (Forbes,  May  15). 

— C.  L.  Larson 
Sunnyvale,  Calif. 

Making  Adjustments? 

Sir:  The  Ufe  insurance  industry 
(Forbes,  May  15)  is  loaded  with  stat- 
isticians and  recognizes  its  shortcomings 
and  is  making  adjustments  gradually 
through  diversification  of  product  mix.  1 
still  believe  people  want  individual  atten- 
tion to  their  insurance  needs  on  a  pro- 
fessional basis  despite  the  mass  mer- 
chandising philosophy  in  current  style. 
Mutual  funds  will  supplement  the  exist- 
ing insurance  portfolio  and  will  help 
your  statisticians  ten  years  from  now 
predict  "there's  more  money  to  be  made 
driving  a  taxi  or  working  in  a  steel  mill 
or  on  a  pohce  force  than  being  an  ordi- 
nary life  and  mutual  fund  salesman."  I 
can't  wait,  I  just  killed  myself. 

— William  J.  Zimmerman 
The  Paul  Revere 
Life  Insurance  Co. 
Worcester,  Mass. 

Sir:  In  your  issue  on  stock  life  insur- 
ance companies,  there  appear  to  be  some 
inconsistencies  in  the  data  presented. 
We  believe  these  differences  caused  a 
misstatement  of  our  relative  ranking  in 
the  growth  and  trend  categories. 

Premium  income  reported  by  Forbes 

was    $18.9   million    in    1966   and    $18.7 

million  in    1967.  The  two  amounts  are 

not  comparable   and  the    1967  reported 

figure   should   have  been   $21.1   million. 

— Donald  R.  Anderson 

Controller, 

Farmers  New  World 

Life  Insurance  Co. 

Mercer  Island,  Wash. 

Mr.  Anderson  is  right.  Using  erro- 
neous figures  we  ranked  Farmers  New 
World  Life  as  No.  3  in  Growth,  No.  2  in 
Profitability,  No.  8  in  Trend.  Correctly, 
Farmers  New  World  should  have  ranked 
first  in  both  Growth  and  Trend,  second 
in  Profitability — Ed. 
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METHOD   IS  NOW   ON 
ELECTRONIC   COMPUTER 

COVERS  ALL  NYSE  AND  ASE  STOCKS-Giving 
you:  Full  Nome  of  Stock  •  Reference  Point  (Lost 
Entry  On  Chart)  •  Recordable  Price  CKanges 
(Daily  Price  Changes)  •  Buy  or  Sell  Signals 
•  Price  Objectives  •  Stop-Loss  Points  •  Relative 
Strength  Figure 

Now  after  two  full  years  of  programming  for 
the  electronic  computer,  you  will  be  able  to 
receive  each  week  the  all  new  12  page  Chart- 
craft  Weekly  Service  by  Electronic  Computer. 
The  complete  Chartcraft  Method  of  Point  and 
Figure  Trading  has  tjeen  programmed  and  we 
can  now  give  to  our  subscribers  highly  accu- 
rate, complete,  and  timely  3  box  reversal  point 
and  figure  information. 

You  get  clear  unhedged  advice  when  you 
subscribe  to  the  Chartcraft  Weekly  Service. 
We  may  not  be  right  all  the  time,  but  you 
don't  have  any  "ifs.  ands  or  buts"  when  we 
tell  you  the  market  is  going  up  or  down.  You 
can  compare  your  holdings  to  our  weekly  re- 
ports to  see  price  objectives  and  stop-loss 
points — buy  and  sell  signals.  See  what  the 
P&F  charts  say  about  your  stocks. 

Chartcraft  Is  one  of  the  largest  Point  and 
Figure  Service  Publishers  in  the  country,  serv- 
ing both  the  trader  and  investor  with  precise 
market  information  for  over  21  years. 

4  WEEK  TRI4L  AND  CH»RTCR4Fr 
METHOD  BOOK  OHLY  $10 

When  you  take  a  4-week  $10  trial  to  the 
Chartcraft  Weekly  Service  we  will  also  send 
you  as  a  l)onus  by  First  Class  Mail,  the  112- 
page  best  selling  Chartcraft  Method  book.  This 
book  regularly  sells  for  .$3.95.  Just  send  your 
check  today  —  SIO  for  a  4-week  Trial  —  to 
CHARTCRAFT.  INC.,  Dept.  F-163.  1  West 
Ave..   Larchmont.    N.Y.   105.38. 

N.Y.   City  add  5%   Ta.x.    NY.   State  2%. 


GROWTH   REPORT 

Current  shipments  and  incoming 
order  rates,  coupled  with  first  quarter 
earnings  that  were  second  only  to 
the  record  first  quarter  of  1967, 
would  indicate  that  Latrobe  may 
establish  new  earnings  records  for 
any  six-month  period  during  the  first 
half  of  this  year.  Construction  of  the 
$12  million  rolling  mill  ison  schedule, 
as  are  other  phases  of  the  company's 
$18V'2  niiliion  expansion  program. 


DIVIDEND  NO.  207 

The  Board  of  Directors  of  Latrobe 
Steel  Company  has  declared  a  regu- 
lar quarterly  dividend  of  15  cents  per 
share  on  the  common  stock,  payable 
June  29,  1968,  to  shareholders  of 
record  at  the  close  of  business  June 
14,  1968. 


May  24,  1968 
Latrobe,  Pa. 


G.  E.  McDonald 
Secretary 


m 

LATROBE 

The  Specialty  Steel  Company 
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THOUGHTS  . . .  BUSINESS  OF  LIFE 


Those  who  mistake  their  good  luck 
for  their  merit  are  inevitably  bound 
for  disaster. 

— J.  Christopher  Herold. 


The  mind,  grappling  with  great  aims 
and  wrestling  with  mighty  impedi- 
ments, grows  by  a  certain  necessity  to 
the  stature  of  greatness. 

— William  Cullen  Bryant. 


All  the  live  murmur  of  a  summer's 
day.  — Matthew  Arnold. 


People  judge,  for  the  most  part,  by 
the  success.  Let  a  man  show  all  the 
good  conduct  that  is  possible;  if  the 
event  does  not  answer,  ill  fortune 
passes  for  a  fault,  and  is  justified  by  a 
very  few  persons. 

— Charles   Evremond. 


Every  man  who  observes  vigilantly, 
and  resolves  steadfastly,  grows  uncon- 
sciously into  genius. 

— Edward  Bulwer-Lytton. 


He  who  can  see  three  days  ahead 

will  be  rich  for  three  thousand  years. 

— Japanese  Proverb. 


Simplicity  of  character  is  the  natu- 
ral result  of  profound  thought. 

— William  Hazlitt. 


At  least  once  a  year  everybody  is  a 
genius.        — Georg  C.  Lichtenberg. 


All  things  that  great  men  do  are 
well  done.  — H.G.  Bohn. 


We  use  our  brains  very  little,  and 
when  we  do,  it  is  only  to  make  ex- 
cuses for  our  reflexes  and  our  instincts 
— only  to  make  our  acts  appear  more 
studied.  — Martin  H.  Fischer. 


Stupidity,  from  being  an  amiable 
individual  defect,  has  become  a  social 
crime.  — John  Bernal. 


B.  C.  FORBES 

Success  is  not  a  matter  of 
luck.  It  is  mainly  a  matter  of, 
first,  work;  second,  work;  third, 
work — with,  of  course,  a  plenti- 
ful mixture  of  brains,  foresight 
and  imagination.  Remember 
also,  that  genius  is  most  times 
the  fruit  of  hard  work — well- 
directed  and  long-visioned. 


It  is  madness  to  make  fortune  the 
mistress  of  events,  because  in  herself, 
she  is  nothing,  but  is  ruled  by  pru- 
dence. — John    Dryden. 


1 


Only  when  you  have  crossed  the 
river  can  you  say  the  crocodile  has  a 
lump  on  his  snout. 

— African  Proverb. 


What  we  opprobriously  call  stupid- 
ity, though  not  an  enlivening  quality  in 
common  society,  is  nature's  favorite 
resource  for  preserving  steadiness  of 
conduct  and  consistency  of  opinion. 
— Walter  Bagehot. 


There  is  no  boon  in  nature.  All  the 
blessings  we  enjoy  are  the  fruits  of 
labor,  toil,  self-denial  and  study. 

— William  G.  Sumner. 


I    pity    the    creature    who    doesn't 

work,  at  whichever  end  of  the  social 

scale  he  may  regard  himself  as  being. 

— Theodore   Roosevelt. 


The  man  who  does  his  work,  any 
work,  conscientiously,  must  always  be 
in  one  sense  a  great  man. 

— Dinah  Mulock. 


Human  foresight  often  leaves  its 
proudest  possessor  only  a  choice  of 
evils.  — Caleb  C.  Colton. 


Luck  is  one  half  of  success. 

— Hindu  Proverb. 


Genius  is  the  power  to  labor  better 
and  more  availably. 

— Ralph  Waldo  Emerson. 


In  order  that  people  may  be  happy 
in  their  work,  these  three  things  are 
needed:  They  must  be  fit  for  it,  they 
must  not  do  too  much  of  it  and  they 
must  have  a  sense  of  success  in  it. 

— John   Ruskin. 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are  now 
available  in  a  574-page  book  at  $5.95. 
Send  check  and  order  to:  Forbes  Inc., 
60  Fifth  Avenue,  New  York,  N.Y. 
won.  (Sales  tax:  New  York  City, 
add  5%.  Other  parts  of  New  York 
Slate,   add  2%    to  5%    as  required.) 


A  Text .  .  . 


Sent  in  by  Margaret  M.  Boyd, 
San  Francisco,  Calif.  What's  your 
favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders  of 
texts   used. 


The  simple  believeth  every  word:  but 
the  prudent  man  looketh  well  to  his 
going.  — Proverbs  14:15 
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